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MONDAY,  MAY  10,  1965 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  B.C. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.  in  room  2221,  New 
Senate  Office  Building,  Senator  Clinton  P.  Anderson  presiding. 

Present :  Senators  Anderson,  Douglas,  Talmadge,  Kibicoff,  Williams, 
Bennett,  and  Curtis. 
Also  present :  Senator  McClellan  of  Arkansas. 
Elizabeth  B.  Springer,  chief  clerk. 
Senator  Anderson.  The  committee  will  be  in  order. 
Our  first  witness  this  morning  is  C.  Manton  Eddy  representing  the 
American  Life  Convention  and  other  organizations.  Mr.  Eddy. 

STATEMENT  OE  MANTON  EDDY,  AMERICAN  LIFE  CONVENTION, 
HEALTH  INSTTRANCE  ASSOCIATION  OP  AMERICA,  AND  LEFE 
INSTTRERS  CONFERENCE 

Mr.  Eddy.  Thank  you,  Mr.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  I  am  very  conscious 
of  the  strict  time  limit  which  has  been  forced  upon  the  committee  in 
these  hearings.  I  have  purposely  condensed  my  statement  to  one  that 
would  not  exceed  15  minutes,  and  with  your  permission,  Mr.  Chair- 
man, though,  I  would  like  to  ask  the  privilege,  if  it  appeared  desirable, 
to  file  at  a  later  date  within  the  proper  time  limits  extended  or  supple- 
mentary testimony. 

Senator  Anderson.  Without  objection  that  will  be  done. 

(The  following  was  later  received  for  the  record :) 

Supplemental  Statement  Re  Section  303  of  H.R.  6675 

On  May  10,  1965,  Mr.  Manton  Eddy  presented  a  statement  on  H.R.  6675  on 
behalf  of  the  American  Life  Convention,  the  Health  Insurance  Association  of 
America,  the  Life  Insurance  Association  of  America,  and  the  Life  Insurers 
Conference.  That  statement  contained,  on  pages  6  and  7,  a  brief  outline  of  the 
reasons  for  deletion  of  section  303  from  H.R.  6675.  It  is  the  purpose  of  this 
supplemental  statement  to  provide  the  committee  with  additional  information 
showing  the  necessity  for  such  deletion,  information  which  was  not  contained  in 
Mr.  Eddy's  statement  by  reason  of  the  15-minute  time  limitation  thereon. 

Protection  against  loss  of  income  because  of  disability  is  the  oldest  type  of 
coverage  in  the  health  insurance  field.  This  coverage  has  been  written  by  insur- 
ance companies  for  over  70  years  and,  at  the  end  of  1963,  almost  35  of  69 
million  wage  earners  had  this  protection.  In  addition,  another  12  million  workers 
were  protected  by  other  formal  arrangements  such  as  paid  sick  leave  plans 
of  Federal,  State,  and  local  governments,  private  industry  and  union  plans,  and 
plans  of  employee  mutual  benefit  associations.  There  are  also  countless  in- 
formal plans  which  provide  for  wage  continuation.    In  1964,  over  $1  billion 
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in  loss  of  income  benefits  were  paid  to  insureds  by  insurance  companies.  The 
amount  of  wage  continuation  benefits  paid  under  the  other  formal  and  informal 
arrangements,  noted  above,  is  not  included  in  this  figure. 

The  first  reason  for  deletion  of  section  303  was  described  as  follows  in  Mr, 
Eddy's  statement : 

"Section  303  would  change  the  concept  of  the  disability  program  from  one 
of  early  retirement  for  reasons  of  permanent  and  total  disability  to  that  of  a 
temporary  disability  program.  Under  the  amendment  the  Government  would 
invade  both  the  temporary  and  the  long-term  nonoccupational  disability  insur- 
ance fields.  This  would  create  broad-scale  disruption,  and  either  termination  of 
private  policies  or  serious  overlap  of  benefits.  There  is  no  justification  for  further 
Government  intrusion  into  the  disability  field  since  private  insurance  companies 
are  providing  broad  coverage  at  reasonable  premiums.  The  net  result  would 
be  further  to  nationalize  insurance  in  an  area  that  is  being  responsibly  and 
efficiently  underwritten  by  insurance  companies.'' 

It  should  be  recognized  that  the  section  303  change  in  "definition,"  as  it  is 
characterized  in  the  report  of  the  Ways  and  Means  Committee  (p.  13),  is  not 
the  type  which  merely  clarifies  the  statutory  description  of  a  continuing  con- 
cept. On  the  contrary,  the  section  303  redefinition  of  disability  is  actually  a 
major  change  in  the  concept  itself ;  i.e.,  from  early  retirement  by  reason  of  total 
and  permanent  disability  to  a  temporary  disability  insurance  program. 

The  proposal  for  such  a  change  was  not  subjected  to  extensive  study  and 
hearings  as  was  part  A  of  H.R.  6675.  Indeed,  the  hearings  of  the  Senate  Finance 
Committee  provided  the  first  opportunity  for  comment  by  the  insurance  busi- 
ness upon  this  long  stride  toward  the  total  transformation  of  disability  insurance 
from  the  private  to  the  public  sector.  We  believe  it  is  fundamentally  wrong  to 
change  a  major  portion  of  the  Social  Security  Act  in  a  substantial  way  on  the 
basis  of  a  hearing  held  on  a  totally  unrelated  proposal. 

Perhaps  it  was  this  lack  of  opportunity  for  analysis  and  discussion  which  led 
to  the  misconceptions  underlying  House  approval  of  section  303.    For  example : 

1.  The  report  of  the  Ways  and  Means  Committee  on  H.R.  6675  states,  on  page 
88,  that  when  the  Congress  added  disability  benefits  to  the  Social  Security  Act  in 
1956,  it  enacted  "protection  against  loss  of  earnings  resulting  from  extended  total 
disability  *  *  *."  This  is  erroneous.  Both  the  statute  and  its  legislative  history 
make  it  clear  that  the  1956  amendment  provided  benefits  only  if  the  disability 
would  result  in  death  or  would  be  of  long-continued  and  indefinite  duration. 
The  difference  between  "extended"  and  "indefinite"  is  the  difference  between 
"temporary"  and  "permanent." 

The  health  insurance  business  appeared  before  your  committee  in  1956  when 
the  Congress  was  considering  the  addition  of  cash  disability  benefits  to  the 
OASDI  system.  At  that  time  it  was  frequently  said  by  the  proponents  of  such 
addition  that  even  though  the  insurance  business  appeared  to  be  making  rapid 
strides  in  developing  disability  coverages,  it  did  not  seem  that  there  was  sufficient 
long-term  disability  coverage  then  available  or  written  by  insurance  companies ; 
therefore.  Government  should  provide  this  type  of  benefit  through  the  OASDI 
system.  Those  proponents  clearly  disavowed  any  intent  or  need  for  the  Govern- 
ment to  provide  short-term  disability  benefits  and  contended  that  the  Government 
should  not  go  beyond  establishing  a  disability  program  based  on  the  concept  of 
early  retirement  for  reasons  of  permanent  and  total  disability.  The  currently 
proposed  section  303  is  totally  inconsistent  with  these  basic  principles  thus 
enunciated  in  1956.  Furthermore,  long  term  disability  benefit  policies  are  now 
widely  available  in  a  variety  of  plans  designed  to  accommodate  the  public  needs. 

This  entry  of  the  Government  into  the  temporary  disability  field  would  be 
critical  for  the  insurance  companies,  both  with  respect  to  future  business  and  with 
respect  to  existing  business.  The  enactment  of  section  303  would  seriously  impair 
the  issuance  of  such  temporary  disability  coverage  by  private  insurance  com- 
panies and  would  make  the  Government  the  exclusive  insurer  for  this  type  of 
risk.  As  for  existing  coverages,  at  least  for  those  written  on  a  noncancelable 
basis  and  those  whose  nonrenewal  is  limited  by  statute  or  company  policy,  the 
combination  of  section  303  and  the  benefits  of  the  private  policies  would  result 
in  innumerable  maximum  claims,  on  both  the  Government  and  private  insurance 
companies.  Such  combination  would  sharply  increase  the  scope  of  overinsurance 
and  its  serious  consequences. 

It  is  occasionally  heard  that  insurance  companies  should  welcome  the  addi- 
tion of  short-term  disability  benefits  to  the  OASDI  system  in  that  the  companies 
could  supplement  or  build  upon  the  basic  compulsory  benefits.  We  submit  that 
this  is  not  true.    The  companies  would  have  practically  no  margin  under  the 
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proposed  amendments  in  which  to  supplement  the  governmental  disability  bene- 
fits. Based  on  the  benefit  schedule  when  the  $6,600  wage  base  becomes  effective 
in  1971,  in  the  opinion  of  leading  underwriters  only  those  persons  earning  $8,000 
or  more  per  year  could  be  insured  if  the  governmental  benefits  and  private 
benefits  are  not  to  result  in  overinsurance.  This  margin  for  the  companies  is 
practically  nonexistent  when  the  average  annual  income  is  considered. 

The  proposed  amendments  would,  therefore,  duplicate  the  coverages  now 
written  by  insurance  companies,  would  result  in  overinsurance  enabling  per- 
sons to  receive  more  income  while  disabled  than  when  gainfully  employed,  and 
would  preempt  the  temporary  disability  insurance  business  to  the  exclusion  of 
private  companies. 

2.  The  report  of  the  Ways  and  Means  Committee  states  further,  on  page 
88,  that  "Your  committee  believes  that  the  elimination  of  the  requirement  of 
indefinite  duration  from  the  definition  of  disability  would  help  to  meet  the  need 
for  insurance  protection  of  that  substantially  large  group  of  disabled  workers 
who,  though  totally  disabled  for  an  extended  period,  can  be  expected  to  eventually 
recover."  This  also  is  erroneous.  The  "need  for  insurance  protection"  has 
been  and  is  being  met  by  insurance  companies  making  available  a  wide  variety  of 
such  policies  on  both  a  group  and  individual  basis,  and  for  both  long-term  and 
short-term  benefits.  It  should  be  specifically  noted  that  this  program  is  not 
designed  for  our  aged  population  which,  it  has  been  alleged,  cannot  afford  pri- 
vate health  insurance  coverage  and,  therefore,  need  assistance  in  fulfilling  their 
medical  care  needs.  This  program  deals  with  workers  under  age  65  and,  so 
far  as  we  know,  it  has  never  been  alleged  or  demonstrated  that  workers  as  a 
group  cannot  afford  to  provide  for  their  insurance  needs.  All  evidence  on  this 
point  appears  to  be  directly  contrary.  In  short,  section  303  is  concerned  with 
income  benefits  of  workers,  rather  than  medical  expenses  of  the  aged. 

3.  The  report  states,  on  page  89,  that  the  enactment  of  section  303  would 
simply  "bring  the  social  security  disability  program  into  line  with  the  prevail- 
ing practice  in  private  disability  insurance."  It  is  precisely  for  this  reason 
that  we  contend  that  section  303  would  put  the  Government  into  the  temporary 
disability  insurance  business.  Our  national  policy  is  not  one  of  favoring  Gov- 
ernment programs  which  duplicate  private  programs.  Rather,  it  is  one  of  Gov- 
ernment entry  only  into  those  areas  where  private  enterprise  cannot  meet  a 
public  need. 

4.  The  report  further  asserts,  on  page  89,  that  "The  elimination  of  the  indefinite 
duration  requirement  would  also  clarify  for  beneficiaries  their  rights  under  the 
disability  program  and  at  the  same  time  simplify  administration  and  help  to 
speed  up  the  payment  of  the  first  benefit  check  to  disabled  workers  in  those  cases 
where  a  medical  determination  about  the  duration  of  disability  is  diflBcult  to 
make."  This,  we  believe,  underscores  a  weakness,  rather  than  a  strength,  in  the 
proposed  new  program. 

Having  been  in  the  business  of  writing  disability  coverage  for  over  70  years, 
we  have  learned  that  the  status  of  the  economy  has  a  direct  bearing  on  the  num- 
ber of  persons  claiming  disability.  We  have  found  that  persons  with  physical 
impairments  who  become  unemployed  find  it  is  to  their  economic  advantage  to 
claim  a  disability  when  cash  benefits  are  available  rather  than  unemployment 
compensation.  This  distorts  not  only  the  incidence  of  disabilities,  but  also  their 
duration. 

The  longer  the  term  of  benefit,  the  greater  the  overinsurance  problem.  Sec- 
tion 303  would  create  lifetime  benefits,  and  the  history  of  insurance  shows  such 
benefits  lead  to  fiscal  disaster.  Disability  insurance  is  written  under  a  prime 
rule  that  to  the  greatest  extent  possible  the  economic  incentive  to  remain  dis- 
abled rather  than  to  return  to  active  employment  should  be  avoided.  This  is  done 
through  establishing  rather  strict  underwriting  rules  and  time-tested  methods  of 
claim  administration. 

Under  a  total  governmental  program,  claims  administration  would  be  ex- 
tremely difficult  due  to  the  highly  personal  nature  of  claims  administration  for 
disability.  The  Government  program  would  not  have  the  benefit  of  the  sound 
underwriting  practices  developed  by  the  insurance  business,  which  take  into  con- 
sideration all  types  of  individuals  and  their  circumstances.  Pressures  would 
most  certainly  develop  to  a  point  where  the  contemplated  program  could  easily 
become  a  welfare  plan  and  marginal  groups  of  employees  would  be  encouraged 
to  retire  from  the  labor  market  and  receive  cash  benefits  instead  of  returning 
to  the  labor  force.  This  in  turn  could  have  a  disastrous  effect  on  the  financing  of 
the  program. 

47-140  0^&5^pt.  2_2 
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The  second  reason  for  deletion  of  section  303  was  described  as  follows  in  Mr, 
Eddy's  statement : 

"Section  303  would  make  benefit  payments  retroactive  for  the  6th  month  of 
disability.  This  would  cause  an  overlap  of  benefit  periods  between  social  security 
disability  benefits  and  temporary  disability  benefits  written  by  private  insurance 
companies,  as  well  as  State  cash  sickness  programs." 

The  report  of  the  Ways  and  Means  Committee  (p.  89)  states:  "Your  com- 
mittee is  also  recommending  that  entitlement  to  social  security  disability  bene- 
fits begin  at  the  end  of  the  sixth  month  of  continuous  disability.  Under  the 
waiting  period  requirement  in  the  present  law,  more  than  7  months  must  pass 
after  the  onsent  of  disability  before  the  disabled  worker  can  receive  his  first 
benefit  check.  By  changing  the  present  requirement  so  that  the  first  month  of 
entitlement  to  benefits  would  be  the  last  month  of  the  waiting  period,  the  first 
benefit  check  would  be  payable  for  the  sixth  full  month  of  disability." 

The  foregoing  excerpt  from  the  report  fails  to  justify  the  change  for  at  least 
two  reasons : 

1.  It  does  not  recognize  the  fact  that  insurance  companies  have  in  force  a 
substantial  amount  of  disability  coverage  providing  benefits  for  the  first  6 
months  (26  weeks)  of  disability.  The  proposed  change  would  make  OASDI 
benefit  payments  retroactive  for  the  sixth  month,  thereby  creating  a  direct 
duplication  of  benefits  for  the  sixth  month. 

2.  The  need  for  this  portion  of  section  303  is  alleged  to  arise  from  the  7-  or 
8-month  period  which  results  from  the  present  6-month  waiting  period.  But  the 
remedy  for  this  lies  not  in  the  use  of  retroactive  benefit  payments,  but  in  amend- 
ments of  the  Social  Security  Act  and  regulations  thereunder  so  as  to  permit  a 
month  of  disability  to  begin  on  any  day  of  the  month  rather  than  disregarding 
partial  months  as  is  done  now. 

The  third  reason  for  deletion  of  section  303  was  described  as  follows  in  Mr. 
Eddy's  statement : 

"Section  303  would  create  a  duplication  of  payments  under  State  workmen's 
compensation  laws  in  all  cases  of  total  disability,  temporary  as  well  as  permanent, 
lasting  6  months  or  more.  It  would  thus  result  in  many  individuals  qualifying 
for  both  State  statutory  benefits  and  social  security  disability  benefits,  a  com- 
bination which  would  often  provide  more  in  tax-free  income  than  the  individual's 
take-home  pay  while  working.  The  resulting  adverse  effect  upon  efforts  to  re- 
habilitate such  persons,  in  our  opinion,  would  be  contrary  to  the  best  interests 
of  both  the  public  and  the  individual." 

In  1949,  the  Ways  and  Means  Committee  wisely  took  the  position  that  "Pay- 
ment of  disability  benefits  under  the  Federal  social  security  program  should  not 
restrict  or  interfere  with  the  continued  development  of  adequate  workmen's 
compensation  programs  in  the  United  States"  and  that  "adequate  safeguards 
should  be  maintained  against  unwarranted  duplication  of  the  two  types  of  bene- 
fits. The  total  benefits  payable  under  the  two  programs  should  not  be  excessive 
in  relation  to  the  purpose  for  which  the  benefit  payments  are  intended."  House 
Report  1300,  81st  Congress,  1st  session  (194^) ,  page  30. 

The  enactment  of  section  303  would  violate  the  above  criteria.  It  would  re- 
move the  economic  incentive  for  an  injured  worker  to  rehabilitate  himself,  it 
would  add  unnecessary  costs  to  social  security  for  job-connected  injury  and 
disease,  and  it  would  hamx)er  efforts  by  the  several  States  to  improve  their 
respective  workmen's  compensation  programs. 

As  previously  noted,  it  has  been  repeatedly  demonstrated  that  disability  tends 
to  be  unduly  prolonged  when  overinsurance  exists,  particularly  if  such  benefits 
are  payaible  as  a  matter  of  contractual  right.  If  these  benefits  approach  the 
level  of  what  might  be  earned  in  active  employment — and  it  should  be  remem- 
bered that  we  are  dealing  with  tax-free  benefits — the  incentive  for  returning  to 
work  is  lost.  Likewise,  the  incentive  for  a  disabled  person  to  become  rehabili- 
tated is  a  great  deal  less  in  many  cases.  The  economic  incentive  to  return  to 
work  or  to  seek  rehabilitation,  if  necessary,  depends  upon  the  margin  between 
earnings  (after  deducting  income  taxes,  union  dues,  and  other  expenses  of  em- 
ployment) over  the  tax-free  and  exi>ense-free  amount  of  disability  benefits 
available. 

It  is  also  to  be  remembered  that  the  i)erisons  with  whom  we  are  dealing  in 
this  area  are  not  the  aged,  but  persons  of  all  ages  under  65.  These  are  the 
persons  upon  whom  we  depend  for  our  productive  capacity  as  a  nation.  Thus 
it  is  not  only  the  welfare  of  individuals  with  which  we  are  concerned,  but  also 
the  welfare  of  the  Nation.  We  believe  that  both  are  best  served  when  disabled 
individuals  are  returned  to  a  productive  role  whenever  and  as  soon  as  possible. 
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The  Ways  and  Means  Committee  has  requested  (p.  90  of  its  report  of  H.R. 
6675)  that  the  Social  Security  Administration  conduct  a  study  of  the  significance 
of  overlapping  henefits  under  the  two  programs.  We  think  that  this  provides 
another  reason  for  striking  section  303  from  the  present  hill.  The  study  should 
be  made  first.  Thereafter  it  can  be  determined  what,  if  anything,  should  be 
done  legislatively. 

For  these  reasons,  we  urge  deletion  of  section  303  from  H.R.  6675. 

Mr.  Eddy.  My  name  is  Manton  Eddy.  I  am  senior  vice  president  of 
the  Connecticut  General  Life  Insurance  Co.,  Bloomfield,  Conn.,  and 
currently  president  of  the  Health  Insurance  Association  of  America. 
I  appear  today  on  behalf  of  the  American  Life  Convention,  the  Health 
Insurance  Association  of  America,  the  Life  Insurance  Asociation  of 
America,  and  the  Life  Insurers  Conference.  The  500  insurance  com- 
panies in  these  organizations  write  over  90  percent  of  the  health  insur- 
ance issued  by  insurance  companies  in  the  United  States. 

As  you  know,  health  insurance  is  made  available  in  the  United  States 
by  insurance  companies,  by  the  various  Blue  Cross-Blue  Shield  organi- 
aztions,  and  by  other  types  of  plans.  In  total,  these  plans  provide  pro- 
tection for  more  than  three- fourths  of  the  entire  population  and  over 
half  of  the  population  age  65  and  over.  Of  these  covered  persons,  the 
insurance  companies  provide  hospital-surgical  protection  for  more  of 
both  the  general  population  and  the  aged  population  than  all  other 
forms  of  insuring  or  prepayment  mechanisms  combined. 

The  insurance  business  has  always  believed  that  citizens  of  all  ages 
should  have  good  medical  care  whenever  it  is  needed.  Such  care  should 
be  available  irrespective  of  the  financial  resources  of  the  individual. 
Both  private  enterprise  and  Governm^ent  assistance  are,  in  our  opinion, 
necessary  to  accomplish  this  objective.  Private  health  insurers  are  pro- 
viding a  continually  improving  financing  mechanism  to  meet  the 
serious  costs  of  medical  care  on  a  risk-sharing  basis.  We  believe  that 
the  Government's  role  is  properly  one  of  assisting  those  who  cannot 
pay  their  own  health  costs. 

Over  the  years  we  have  stated  to  committees  of  the  Congress  our 
opposition  to  the  concepts  embodied  in  part  A  of  H.R.  6675.  We 
continue  to  feel  that  such  legislation  is  unnecessary  in  the  light  of  the 
existing  magnitude  and  growth  of  voluntary  health  insurance,  coupled 
with  governmental  programs  for  those  who  do  need  help. 

Last  year,  a  bill  passed  the  Senate  providing  basic  hospital-related 
benefits.  This  bill  failed  of  enactment.  This  year  the  President,  in  his 
health  message,  urged  the  Congress  to  enact  a  hospital  insurance  pro- 
gram for  the  aged  to  be  financed  under  social  security.  The  President 
stated : 

Like  our  existing  social  security  cash  retirement  benefits,  this  hospital  insur- 
ance plan  will  be  a  basic  protection  plan.  It  should  cover  the  heaviest  cost  ele- 
ments in  serious  illnesses.  In  addition,  we  should  encourage  private  insurance 
to  provide  supplementary  protection. 

This  committee  now  has  before  it  a  House-passed  bill  going  far  be- 
yond such  basic  protection.  We  welcome  this  opportunity  to  appear 
before  this  committee  and  to  present  for  the  first  time  to  the  Congress 
our  views  with  respect  to  this  bill. 

H.R.  6675  is  an  unusually  complex  bill  which  combines  major  meas- 
ures of  widely  differing  kinds.  Some  of  the  proposals  appear  to  be 
unobjectionable.  However,  we  are  especially  concerned  about  new 
concepts  put  forward  for  the  first  time  in  certain  sections  of  the  bill. 
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With  specific  regard  to  part  B,  supplementary  health  insurance 
benefits  for  the  aged,  there  are  several  reasons  why  we  believe  part  B 
is  an  objectionable  and  unwise  proposal. 

1.  In  effect,  it  would  require  acceptance  of  a  single  supplementary 
plan  instead  of  permitting  a  desirable  flexibility  and  freedom  of  choice 
to  people  over  age  65  to  select  from  the  many  different  kinds  of  plans 
insuring  against  medical  care  costs. 

2.  It  would  preempt  so  much  of  the  field  of  insurance  for  persons 
over  65  that  it  is  highly  unlikely  that  any  additional  insurance,  in- 
cluding insurance  against  catastrophic,  high-cost  illnesses,  could  be 
provided  by  insurance  companies.  The  result  is  that  persons  over 
age  65  would  have  substantial  expenses  that  they  would  have  to  bear 
directly  and  there  would  be  pressures  to  enlarge  the  scope  of  the  Gov- 
ernment program  with  consequent  higher  costs  and  higher  taxes. 

3.  Many  persons  over  age  65  now  have  insurance  that  provides 
greater  benefits  than  would  be  provided  under  part  B.  In  some  cases 
employers  are  paying  all  or  part  of  the  premiums.  If  part  B  becomes 
effective,  it  would  be  necessary  to  modify  such  insurance  to  avoid 
duplication  of  benefits.  The  result  in  many  cases  would  be  the  discon- 
tinuance of  this  insurance. 

4.  A  questionable  concept  would  be  introduced  into  the  financing  of 
the  social  insurance  program  by  drawing  fimds  from  individual  con- 
tributions and  general  revenues  as  well  as  from  payroll  taxes.  True 
total  costs  would  be  obscured,  fiscal  responsibility  would  be  weakened, 
and  the  possibilities  for  confusion  and  misunderstanding  would  be 
greatly  increased. 

5.  Various  other  aspects  of  Part  B  are  contrary  to  the  principles 
that  have  been  followed  in  our  social  security  system.  By  making  the 
coverage  optional  it  is  likely  that  those  who  need  it  least  could  most 
easily  acquire  it  and  benefit  from  the  Government  subsidy.  Those 
who  could  least  afford  the  additional  contribution  requirement  would 
have  the  greatest  difficulty  in  participating  even  though  they  would 
be  the  ones  most  in  need  of  help.  Instead  of  encouraging  private  ini- 
tiative and  effort,  it  would  inject  the  Government  into  the  insurance 
business.  Not  only  would  this  be  in  direct  competition  with  private 
insurance  but  the  competition  would  be  unfair  because  of  the  subsidy 
from  general  revenues  involved  in  the  Government-provided  benefits. 

6.  Part  A  of  H.R.  6675  is  a  modification  of  the  King- Anderson  bill, 
a  proposal  which  has  been  subjected  to  intensive  analysis  and  debate 
over  a  period  of  time.  But  part  B  has  not  been  the  subject  of  public 
hearing  in  the  House  of  Hepresentatives,  and  it  has  not  until  now  had 
the  benefit  of  public  analvsis  and  criticism. 

Heretofore  the  OASDI  program  has  dealt  primarily  with  cash 
benefits.  The  provisions  of  the  present  bill  relating  to  medical  bene- 
fits are  much  more  far  reaching.  Not  only  do  they  involve  the  expend- 
iture of  billions  of  dollars  and  substantial  increases  in  taxes  but  they 
would  influence  in  important  ways  how  medical  practice  may  develop, 
and  the  extent  and  nature  of  care  that  would  be  available. 

A  further  serious  concern  arises  because  controls  over  medical  prac- 
tice could  develop  under  a  plan  whereby  Government  undertakes  to 
pay  for  medical  services.  The  steps  proposed,  once  taken,  can  never  be 
retraced. 

Part  B  calls  for  much  more  study  and  hence  should  be  deleted  from 
the  present  biU. 
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With  regard  to  section  320,  taxable  wage  base  increase,  under  H.R. 
6675  the  taxable  wage  base  would  be  raised  from  $4,800  to  $5,600  on 
January  1, 1966,  and  would  then  increase  to  $6,600  on  January  1, 1971, 
We  oppose  the  projected  1971  increase  to  $6,600.  It  is  our  position 
that  the  wage  base  should  not  exceed  the  current  average  earnings  of 
full-time  workers  covered  under  the  system.  This  is  because  it  serves 
not  only  as  a  tax  base  but  also  as  a  dividing  line  between  the  Govern- 
ment's responsibility  in  providing  basic  protection  and  the  responsi- 
bility of  the  individual  and  his  employer  to  provide  for  his  security 
through  the  private  sector.  The  1971  increase  to  $6,600  violates  this 
principle  because  it  is  only  an  estimate  of  a  future  average.  There  is 
no  way  to  be  certain  that  $6,600  will  be  the  average  annual  wage  in 
1971. 

The  economic  and  other  factors  are  too  complex  and  too  fluid  to  pro- 
duce a  reliable  figure  now.  Increases  in  the  wage  base  have  never 
before  been  projected  in  the  law.  We  believe  this  is  sound  policy  and 
it  should  not  be  abandoned. 

SECTION   30  3  :  DISABILPrY  USTSIJRANCE  BENEFITS 

With  regard  to  section  303,  Disability  Insurance  Benefits,  we  have 
the  following  comments : 

1.  Section  303  would  change  the  concept  of  the  disability  program 
from  one  of  early  retirement  for  reasons  of  permanent  and  total  dis- 
ability to  that  of  a  temporary  disability  program.  Under  the  amend- 
ment the  Government  would  invade  both  the  temporary  and  the  long- 
term  nonoccupational  disability  insurance  fields.  This  would  create 
broad-scale  disruption,  and  either  termination  of  private  policies  or 
serious  overlap  of  benefits.  There  is  no  justification  for  further  gov- 
ernmental intrusion  into  the  disability  field  since  private  insurance 
companies  are  providing  broad  coverage  at  reasonable  premiums. 
The  net  result  would  be  further  to  nationalize  insurance  in  an  area 
that  is  being  responsibly  and  efficiently  underwritten  by  insurance 
companies. 

2.  Section  302  would  make  benefit  payments  retroactive  for  the 
sixth  month  of  disability.  This  would  cause  an  overlap  of  benefit 
periods  between  social  security  disability  benefits  and  temporary  dis- 
ability benefits  written  by  private  insurance  companies,  as  well  as 
State  cash  sickness  programs. 

3.  Section  303  would  create  a  duplication  of  payments  under  State 
workmen's  compensation  laws  in  all  cases  of  total  disability,  tempo- 
rary as  well  as  permanent,  lasting  6  months  or  more.  It  would  thus 
result  in  many  individuals  qualifying  for  both  State  statutory  benefits 
and  social  security  disability  benefits,  a  combination  which  would 
often  provide  more  in  tax-free  income  than  the  individual's  take-home 
pay  while  working.  The  resulting  adverse  effect  upon  efforts  to  reha- 
bilitate such  persons,  m  our  opinion,  would  be  contrary  to  the  best 
interests  of  both  the  public  and  the  individual. 

For  these  reasons,  we  urge  the  deletion  of  section  303. 

Regarding  amendments  to  the  Internal  Revenue  Code,  there  is 
attached  to  my  statement  for  the  committee's  consideration  our  recom- 
mendations concerning  section  106(a)  and  section  106(c)  of  H.R. 
6675.    Important  as  we  regard  such  recommendations,  limits  of  time 
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prevent  my  reading  them  at  this  time,  but  they  are  a  part  of  our 
statement. 

Mr.  Chairman,  in  conclusion,  I  sincerely  want  to  thank  the  commit- 
tee, both  personally  and  on  behalf  of  the  organizations  I  am  repre- 
senting, for  this  opportunity  to  offer  our  views  concerning  this  most 
important  piece  of  legislation,  H.R.  6675. 

(The  attachment  referred  to  follows :) 

Amendments  to  the  Internal  Revenue  Code 

section  106(a)  of  h.b.  6675 — special  deduction  fob  one-half  of  premiums  for 

medical  care  insurance 

Section  106(a)  of  H.R.  6675  provides  that  section  213(a)  of  the  Internal  Reve- 
nue Code  of  1954  shall  be  amended  so  as  to  provide  the  following  deduction : 

"(2)  an  amount  (not  in  excess  of  $250)  equal  to  one-half  of  the  expenses  paid 
during  the  taxable  year  for  insurance  which  constitutes  medical  care  for  the 
taxjmyer,  his  spouse,  and  dependents." 

This  special  deduction  is  available  to  all  taxpayers  who  itemize  their  deductions. 
In  addition,  it  is  not  subject  to  the  S-percent  limitation  on  the  deduction  of  other 
medical  care  expenses. 

The  report  of  the  Committee  on  Ways  and  Means  states  that  the  purpose  of 
this  special  deduction  for  medical  insurance  premiums  is  "to  encourage  the  pur- 
chase of  hospital  insurance  by  all  taxpayers."  This  is  a  clear  recognition  by  the 
Ways  and  Means  Committee  and  the  House  of  Representatives  as  to  the  im- 
portance of  private  health  insurance  for  all  persons.  We  believe  it  is  right  and 
proper  for  the  Congress  to  encourage  all  taxpayers  to  provide  their  own  medical 
care  protection  by  the  granting  of  a  special  deduction  for  the  premiums  paid  for 
medical  insurance. 

Unfortunately,  after  recognizing  the  need  for  providing  a  deduction  for  medical 
insurance,  the  House  limited  this  medical  insurance  deduction  to  only  50  percent 
of  the  insurance  premiums  paid,  but  not  to  exceed  $250.  We  can  find  no  sound 
basis  for  restricting  this  deduction.  Clearly,  this  restriction  limits  the  amount 
of  "encouragement"  a  taxpayer  is  provided.  Private  medical  insurance  is  of 
suflBcient  importance  to  the  economy  and  the  whole  country  that  it  should  receive 
complete  "encouragement"  and  backing,  not  merely  part  or  half  encouragement. 
A  full  or  100-percent  deduction  is  provided  under  the  tax  laws  for  such  items  as 
interest  payments,  taxes,  and  charitable  contributions.  Medical  insurance  pay- 
ments are  certainly  as  necessary  and  important  as  these  items. 

In  brief,  we  can  find  no  logical  reason  for  placing  restrictions  on  the  medical 
insurance  premiums  deduction.  We  believe  that  a  full  and  complete  tax  deduc- 
tion should  be  allowed  for  these  payments.  Specifically,  we  recommend  that 
section  213(a)  (2)  be  amended  by  deleting  both  the  one-half  deduction  limitation 
and  the  overall  limitation  of  $250.  This  provision  should  be  amended  to  read  as 
follows : 

"  (2)  an  amount  fee*  m  cxocoo  of  $360)  equal  to  one  hatf  of  the  expenses  paid 
during  the  taxable  year  for  insurance  which  constitutes  medical  care  for  the  tax- 
payer, his  spouse,  and  dependents." 

SECTION  106(C)   OF  H.R.  6675 — ^INSURANCE  CONTRACTS  UNDER  WHICH  AMOUNTS  ARE 
PAYABLE  FOR  OTHER  THAN  MEDICAL  CARE 

Section  106(c)  of  H.R.  6675  provides  that  section  213(e)  of  the  Internal  Reve- 
nue Code  of  1954  shall  be  amended  to  read,  in  part,  as  follows  : 

"(2)  In  the  case  of  an  insurance  contract  under  which  amounts  are  payable 
for  other  than  medical  care  referred  to  in  subparagraph  (A)  and  (B)  of  para- 
graph (1)  — 

"  ( A)  no  amount  shall  be  treated  as  paid  for  insurance  to  which  paragraph 
(1)  (C)  applies  unless  the  charge  for  such  insurance  is  separately  stated  in 
the  contract, 

"(B)  the  amount  taken  into  account  as  the  amount  paid  for  such  insurance 
shall  not  exceed  such  charge,  and 

"(C)  no  amount  shall  be  treated  as  paid  for  such  insurance  if  the  amount 
specified  in  the  contract  as  the  charge  for  such  insurance  is  unreasonably 
large  in  relation  to  the  total  charges  under  the  contract." 
The  purpose  of  new  section  213(e)  (2)  is  to  specifically  limit  the  deductible 
portion  of  premiums  paid  on  multipurpose  health  and  accident  policies  to  the 
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actual  cost  of  providing  insurance  protection  against  medical  care  expenses  (as 
defined  in  new  section  213  ( 3 )  ( 1 ) ) . 

A  problem  arises  with  respect  to  the  requirement  that  the  charge  for  medical 
care  insurance  must  be  "separately  stated  in  the  contract."  There  are  many 
hundreds  of  thousands  of  existing  contracts  which  do  not  contain  a  separate 
charge  for  medical  care  expenses.  In  order  to  comply  with  the  requirement  of 
section  213(e)  (2),  it  will  be  necessary  for  insurance  companies  to  amend  these 
numerous  existing  policies.  This  type  of  amendment  will  usually  require  a 
change  in  the  policy  form  which,  in  turn,  requires  the  approval  of  the  various 
State  insurance  departments.  The  processing  of  these  policy  changes  can  be  both 
time  consuming  and  costly  to  the  insurance  companies. 

The  obvious  purpose  of  the  requirement  that  the  medical  care  expense  charge 
be  stated  in  the  contract  is  to  furnish  the  policyholder  with  the  information  as 
to  the  amount  of  his  deductible  item.  This  same  information  could  be  provided 
just  as  well  in  a  statement  furnished  the  policyholder  by  the  comi)any.  In 
many  instances,  it  would  be  more  convenient  and  cheaper  for  the  insurance 
company  to  furnish  the  information  in  a  separate  statement. 

Accordingly,  it  is  requested  that  section  213(e)  (2)  be  amended  to  provide 
an  alternative  method  of  furnishing  the  medical  care  expense  charge  to  the  pol- 
icyholder. This  might  be  accomplished  by  amending  section  213(e)(2)  in  the 
following  manner : 

"(2)  In  the  case  of  an  insurance  contract  under  which  amounts  are  payable 
for  other  than  medical  care  referred  to  in  subparagraphs  (A)  and  (B)  of  para- 
graph (1)  — 

"(A)  no  amount  shall  be  treated  as  paid  for  insurance  to  which  paragraph 
(1)  (C)  applies  unless  the  charge  for  such  insurance  is  either  separately 
stated  in  the  contract,  or  furnished  to  the  policyholder  'by  the  inswramce  com- 
pany in  a  separate  statement, 

"(B)  the  amount  taken  into  account  as  the  amount  paid  for  such  insur- 
ance shall  not  exceed  such  charge,  and 

"(C)  no  amount  shall  be  treated  as  paid  for  such  insurance  if  the  amount 
specified  in  the  contract  (or  furnished  to  the  policyholder  lyy  the  insurance 
company  in  a  separate  statement)  as  the  charge  for  such  insurance  is  un- 
reasonably large  in  relation  to  the  total  charges  under  the  contract."  Italic 
supplied. 

SECTION  106(C)    OF  H.E.   6675  DENIAL  OF  DEDUCTION  FOE  LOSS  OF  INCOME 

INSURANCE 

H.R.  6675  should  be  amended  to  allow  a  deduction  for  the  cost  of  insurance  al- 
locable to  indemnity  for  loss  of  income.  The  social  policy  underlying  the  de- 
duction for  the  cost  of  insurance  allocable  to  medical  care  expenses  applies  with 
equal  force  in  the  case  of  cost  of  insurance  allocable  to  income  continuation 
payments,  which  not  only  provide  protection  (though  in  most  cases  only  partial 
replacement  of  income)  for  the  insured  and  his  dependents  during  a  period  of 
disability,  but  enable  the  insured  to  meet  those  extraordinary  expenses  of  illness 
which  are  not  precisely  characterized  as  medical  expenses.  Family  providers 
should  be  encouraged  to  obtain  this  type  of  insurance. 

Senator  Axdersox.  Thank  you,  Mr.  Eddy.  This  is  a  very  inter- 
esting paper.  You  have  done  it  in  a  good,  short  fashion  which  Tve 
all  appreciate. 

Under  section  303,  you  speak  of  this  change  as  undesirable,  and  it 
may  be.  But  the  present  provision  says  "an  event  which  can  be  ex- 
pected to  result  in  death."  Isn't  that  a  strict  burden  to  put  on  a  doctor 
to  say  that  it  is  to  result  in  death? 

Mr.  Eddy.  I  thought.  Mr.  Chairman,  it  Tvas  long  and  unpredictable. 

Senator  Axdersox.  I  was  coming  to  that,  in  terms  of  which  can  be 
expected  to  result  in  death  or  to  be  of  long,  continued,  indefinite 
duration. 

Would  it  help  any — I  am  not  trying  to  suggest  this  as  your  lan- 
guage— but  would  it  help  any  if  we  confine  it  to  a  provision  that  would 
not  permit  anybody  to  receive  more  than  80  percent  of  what  his  aver- 
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age  wage  had  been,  to  keep  from  having  the  double  benefits  which  you 
are  mentioning,  and  others  have  talked  about  ? 

Mr.  Eddy.  The  prevention  of  double  benefits  is  most  important. 
But  there  is  another  point  of  principle.  Senator  Anderson,  on  which 
we  are  making  our  case,  and  that  is  hopefully  not  to  have  the  Govern- 
ment intrude  further  into  our  insurance  business. 

The  definition  of  "permanent"  is  a  very  strict  one,  but  on  the  basis 
on  which  the  legislation  was  first  passed,  I  think  the  record  shows 
that  the  intent  of  the  Congress  was  to  make  provision  as  an  extension 
of  the  old-age  benefits  program,  an  extension  of  a  provision  for  those 
who  were  faced  with,  one  might  say,  early  retirement  because  of  a 
future  continuing  disability.  Originally,  there  was  even  the  age  of  50 
as  a  limitation  placed  upon  it. 

We  do  feel  that  we  in  insurance  have  made  available  to  the  public 
a  fine  product  at  fair  prices  and  that  we  are  able  to  supply  to  public 
needs. 

I  am  conscious  of  the  fact  that  there  are  many  cases  where  individ- 
uals do  not  qualify  under  the  definition  of  permanent  disability  that 
result  in  strong  letters  of  protest  to  Members  of  Congress. 

But  I  would  also  submit  to  you,  sir,  that  the  disability  field  is  one 
in  which,  whenever  an  individual  is  turned  down,  there  is  a  protest. 

We  in  private  insurance  find  that  in  our  claim  processes,  and  I  do 
not  think  it  is  possible  to  write  a  disability  program  that  will  not  result 
in  complaints.  Perhaps,  in  shortening  the  term  you  might  be  en- 
couraging, not  intentionally  encouraging,  but  end  in  finding  that  there 
would  be  more  complaints  than  Congress  is  receiving  now. 

Senator  Anderson.  On  your  part  B  comments,  you  mention  the  fact 
that  this  puts  the  Government  into  the  insurance  business.  I  do  not 
know  how  many  people  would  take  the  plan,  but  apparently  the  House 
felt  that  a  great  many  would.  I  do  not  know  how  many  workers 
would,  but  supposing  50  million  workers  would  take  the  plan,  which 
is  certainly  a  large  number.  At  $72  a  year,  that  would  be  a  premium 
income,  as  I  figure,  of  $3,600  million  a  year.  How  many  existing 
American  insurance  companies  have  that  much  premium  income  ? 

Mr.  Eddy.  Trusting  my  memory,  I  would  doubt  that  any  have.  But 
you  rather  frighten  me.  Senator  Anderson.  You  have  projected  50 
million  people.  Either  you  are  far  in  the  future  or  you  are  dropping 
the  age  limit  of  65,  because  I  think  we  have  only,  as  I  understand  it, 
19  million  eligible  who  are  now  65  or  over. 

Senator  Anderson.  I  realize  that,  but  take  20  million,  that  is  $1 
billion  a  year  income.  There  are  very  few  companies  which  have 
that  large  an  income ;  isn't  that  right  ? 

Mr.  Eddy.  Very  few  companies  have  that;  very  few  companies 
have  that  much  income. 

Senator  Anderson.  I  think  probably  the  Metropolitan  aad  maybe 
the  Prudential. 

Mr.  Eddy.  My  own  company  has  approximately,  in  all  forms  of 
personal  insurance,  life  and  pension  as  well  as  health,  we  have  approxi- 
mately half  a  billion,  and  1  believe  on  the  basis  of  premium  income 
we  are  considered  to  be  in  the  first  10  in  size.  We  do  not  consider  our- 
selves a  large  company,  but  we  are  in  that  first  10. 

Senator  Anderson.  Well,  I  am  only  trying  to  get  you  to  say  whether 
or  not  you  feel  it  is  a  pretty  substantial  insurance  undertaking  for  the 
Government  to  be  in. 
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Mr.  Eddy.  Senator,  I  heartily  agree  with  you,  it  is  a  serious  and 
tremendous  undertaking. 

Senator  Anderson.  I  say  it  only  because  I  do  feel  it  is  going  to 
take  some  hearings  certainly  on  this  one  phase  of  it,  and  some  very 
expert  testimony  by  some,  what  I  would  regard  as,  very  expert  insur- 
ance people  as  to  the  problem  of  launching  an  insurance  company  with 
a  $1  billion  a  year  income,  premium  income,  without  a  great  deal  of 
preliminary  planning. 

Do  you  regard  that  there  is  enough  time  in  the  bill  for  that  sort 
of  plan,  or  would  you  extend  the  period  of  it  ? 

Mr.  Eddy.  I  would  certainly  extend  the  period  for  hearings.  I 
would  trust  that  we  are  speaking  of  not  enacting  the  legislation  with 
a  delayed  effect.  We  are  discussing  a  postponement  of  the  legisla- 
tion so  that  all  the  factors  can  be  considered  in  these  hearings. 

Senator  Am)ERS0X.  The  other  day  we  had  testimony  by  Blue  Shield 
and  Blue  Cross,  and  the  impression  was  left  with  me — I  do  not  know 
about  any  others — that  they  might  be  a  logical  person  to  handle  or 
insure  this,  and  I  thought  at  the  time  that  it  was  a  pretty  fair-sized 
hunk  of  premium,  income  to  just  hand  a  company  without  preliminary 
negotiation.  I  do  not  know  how  much  the  Secretary  would  negotiate, 
but  there  is  a  provision  in  here  about  a  private  plan.  I  do  not  know 
whether  it  would  involve  private  companies  in  the  ordinary  sense 
or  whether  it  was  just  to  be  done  by  Blue  Shield,  something  of  that 
nature. 

As  an  insurance  man,  would  you  recommend  a  very  searching  in- 
quiry into  a  question  as  to  who  would  carry  that  load  ? 
Mr.  Eddy.  I  certainly  would. 

Senator  Andersox.  It  strikes  me  that  would  be  the  thing  to  do. 
It  looks  like  an  awfully  large  company  to  start  out  afresh.  I  did 
not  mean  to  get  into  a  lot  of  questions  of  you,  but  it  did  strike  me  as 
a  prety  large  program.  Your  company  started  with  a  small  premium 
income ;  did  it  not  ? 

Mr.  Eddy.  It  certainly  did.  We  are  celebrating  our  100th  birthday 
this  year.  The  premium  we  started  with  was  hard  to  find  in  1865. 
But  I  will  say.  Senator,  when  I  joined  the  staff — it  wasn't  called  staff 
in  those  days — when  I  became  the  so-called  office  boy  in  1922,  our 
total  accumulated  assets  were  $42  million,  and  we  were  quite  proud 
of  that  at  that  time.  But  our  premium  income  was  only  a  few  naillion 
dollars.    And  that  was  after  

Senator  Am)ERS0N.  $2  million  ? 

Mr.  Eddy.  A  few  million.    My  memory  isn't  ^hat  good,  but  I  know 
it  was  not  too  much,  and  that  was  after  over  50  years  of  existence. 
Senator  Axderson.  Senator  Bennett. 

Senator  Bexnett.  I  have  no  questions.  I  want  to  join  the  chair- 
man in  thanking  Mr.  Eddy  for  bringing  us  this  very  well  reasoned 
presentation  of  the  problems  from  the  point  of  view  of  the  insurance 
agency,  whose  field  is  being  invaded.  I  am  glad  it  is  a  reasoned 
presentation  rather  than  an  emotional  one. 

Mr.  Eddy.  Thank  you. 

Senator  Axdersox.  Senator  Curtis. 

Senator  Curtis.  Mr.  Eddy,  while  part  A  puts  the  Government  into 
the  insurance  business,  it  is  an  extension  of  the  OASDI  into  a  more 
or  less  new  field,  is  that  right  ? 
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Mr.  Eddy.  Yes,  sir. 

Senator  Curtis.  Part  B  clearly  starts  a  new  Government  insurance 
program,  does  it  not  ? 
Mr.  Eddy.  Yes,  sir. 

Senator  Curtis.  And  according  to  the  way  you  read  the  bill,  who 
will  run  this  insurance  ? 

Mr.  Eddy.  Well,  I  really  do  not  know,  sir.  There  might  be  some 
speculation,  but  I  would  think  in  the  last  analysis  it  is  going  to  be 
HEW. 

Senator  Curtis.  I  would  think  so,  plus  the  Congress.  It  will  be  a 
political  insurance  company,  and  we  start  right  out  with  the  Federal 
Government  paying  half  of  the  premium  for  everybody,  for  every 
enroUee  regardless  of  his  financial  circumstances,  isn't  that  correct  ? 

Mr.  Eddy.  Yes,  sir. 

Senator  Curtis.  I  do  not  want  to  take  too  much  time  on  that,  but  it 
will  have  a  considerable  impact  upon  private  insurance  relating  to 
people  over  65,  will  it  not  ? 

Mr.  Eddy.  I  might  even  call  it  a  devastating  impact. 

Senator  Curtis.  Yes. 

Mr.  Eddy.  It  practically  moves  us  out  of  the  over-65  market  with 
respect  to  any  of  our  private  insurance  companies. 

Senator  Curtis.  We  have  heard  a  great  deal  of  talk  in  this  country 
about  the  Government  competition  with  private  enterprise.  Well 
here,  with  one  stroke,  the  vast  Government  insurance  ventures  imder- 
taken  at  a  premium  rate  that  is  probably  drawn  out  of  the  air,  I 
don't  know  where  they  got  it,  and  the  Government  is  going  to  sub- 
sidize half  of  everybody's  premium. 

Mr.  Eddy.  Yes,  sir. 

Senator  Curtis.  And  you  think  that  the  individual  who  wants  to 
turn  to  private  enterprise  to  purchase  his  insurance  if  he  is  past  65, 
if  this  is  enacted,  and  once  it  gets  in  motion  for  a  while,  his  opportuni- 
ties to  buy  are  going  to  be  very  much  reduced,  is  that  right  ? 

Mr.  Eddy.  Very  much  reduced.  After  all,  sir,  if  one  can  buy  a  prod- 
uct at  50  cents  on  the  dollar,  he  usually  does. 

Senator  Curtis.  Well  now,  without  asking  you  for  too  much  detail, 
just  what  progress  has  been  made  by  private  insurance  companies  in 
improving  hospital  and  medical  insurance  for  people  over  65  ?  What 
progress  has  been  made  in  the  last  2  years  ? 

Mr.  Eddy.  If  I  may  refer  to  a  note  I  have  

Senator  Curtis.  Surely. 

Mr.  Eddy.  Actually,  sir,  it  is  testimony  from  an  insurance  witness 
last  August  before  this  committee.  May  I  read  it  because  it  says 
better  than  I  could  ad  lib  it : 

We  have  estimated  that  60  percent  of  the  noninstitutionalized  aged  population 
were  covered  by  some  form  of  voluntary  health  insurance  at  the  end  of  1962. 

Then  another  sentence : 

These  studies,  when  related  to  earlier  studies,  reveal  that  the  number  of 
people  aged  65  and  over  with  health  insurance  protection  has  about  tripled  dur- 
ing the  decade  1952  to  1962. 

That,  sir,  is  the  number  of  people  if  we  speak  of  a  portion  of  the 
aged  population. 

The  proportion  of  the  older  population  covered  has  doubled  during  the  same 
period. 
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Senator  Curtis.  Has  that  been  because  of  added  efforts  on  the  part 
of  the  insurance  companies  to  meet  this  need  that  has  come  to  the  fore- 
front? 

Mr.  Eddy.  Very  definitely  so.  The  insurance  business  has  felt  a 
challenge  and  a  responsibility.  It  is  a  field  that  is  admittedly  difficult 
to  do  good  work  in,  but  the  private  companies  have  expanded  their 
offerings,  State  65  programs  have  come  into  being,  and  all  in  all  I 
think  the  net  result  has  been  to  provide  an  attractive  line  of  products 
for  people  with  the  ability  to  paj.  We  must  say  with  the  ability  to  pay. 
There  is  no  possibility  for  private  insurance  to  provide  benefits  to 
people  without  the  ability  to  pay  because  we  would  have  to  draw  on 
resources  of  others,  and  that  is  not  possible  within  our  business. 

Senator  Curtis.  And  in  line  with  that,  it  is  also  impossible  for  either 
the  Government  or  the  private  insurance  industry  to  determine  what 
the  costs  of  medical  care  are  going  to  be ;  isn't  that  right  ? 

Mr.  Eddy.  I  think  it  is  very  difficult ;  one  of  the  greatest  problems, 
sir,  is  that  the  costs  are  not  static  costs.  We  all  know  that  the  costs 
of  health  care,  particularly  of  hospital  care,  have  shown  an  annual 
increase.  I  believe  the  record  is  7  percent  per  year  over  the  past 
decade.  Many  actuaries  in  protecting  the  immediate  future,  provide 
for  a  5-percent  per  year  increase.  Chairman  Mills,  of  the  Ways  and 
Means  Committee,  I  think,  was  very  careful  in  putting  in  the  proviso 
that  the  $6  cost,  shared  equally  by  Government  and  individual,  would 
be  reevaluated  every  2  years,  so  that  it  would  be  certain  that  the  Gov- 
ernment would  not  be  paying  more  than  half  the  costs. 

With  any  sensible  projection  into  the  future,  it  is  obvious  that  $3 
will  not  stay  in  being  for  very  long.  The  Congress  will  have  to  legis- 
late or  it  will  have  to  be  determined  that  a  higher  dollar  figure  will 
have  to  be  used. 

Senator  Curtis.  In  reference  to  hospital  costs,  Senator  Saltonstall 
read  into  our  record  here  the  other  day  a  study  made  in  New  York 
under  some  group  under  the  direction  of  the  Governor  that  indicated 
the  time  may  be  fast  approaching  when  the  cost  of  a  hospital  bed 
would  be  $100  a  day,  in  that  area. 

But  what  I  am  trying  to  point  out  is :  that  is  a  different  problem 
than  who  provides  the  protection  for  it,  isn't  it  ? 

Mr.  Eddy.  Yes,  sir. 

Senator  Curtis.  Now  this  bill  would  indicate,  it  is  not  too  clear  in 
many  respects,  that  outside  carriers  or  Blue  Cross,  Blue  Shield,  or 
someone,  would  be  contracted  with  to  administer  it.  That  is  particu- 
larly true  of  part  B ;  is  it  not  ? 

Mr.  Eddy.  Yes,  sir. 

Senator  Curtis.  Has  private  insurance  had  any  experience  in  that  ? 

Mr.  Eddy.  One  of  our  companies,  the  Aetna  Life,  is  the  lead  com- 
pany for  insuring  the  indemnity  program  under  the  Federal  employees 
health  benefits  and  has,  I  think,  perhaps  a  quarter  of  that  coverage. 
That  is  on  an  insurance  risk-sharing  basis  

Senator  Curtis.  Yes. 

Mr.  Eddy.  But,  on  the  basis  of  being  an  administrative  operation, 
not  sharing  risk,  but  merely  being  a  pipeline  through  which  the  Gov- 
ernment money  flows  out  to  the  beneficiaries,  the  military  medicare 
program  is  a  case  in  point. 

Senator  Curtis.  You  are  speaking  now  of  the  families  of  service- 
men ?  .  . 
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Mr.  Eddt.  Yes;  families,  dependents,  of  servicemen,  and  that  is 
divided,  I  believe,  between  the  Blue  Cross  Association  and  a  very  fine 
company,  the  Mutual  of  Omaha  which,  I  think,  is  one  of  the  fine 
representative  companies  of  your  good  State,  sir. 

Senator  Curtis.  How  long  has  that  gone  on  ?  It  has  been  several 
years,  hasn't  it  ? 

Mr.  Eddy.  It  has  been  several  years.  I  think  it  is  longer  than  5 
years. 

Senator  Curtis.  In  general,  what  are  they  called  on  to  do  ?  They 
just  administer  benefits.    They  do  not  collect  any  premiums. 

Mr.  Eddy.  They  do  not  collect  premiums.  They  administer  benefits, 
and  it  is  a  very  close  parallel  to  what  presumably  an  insurance  com- 
pany or  a  carrier  would  be  expected  to  do  under  part  B. 

Senator  Curtis.  They  administer  benefits  and  process  claims. 

Mr.  Eddy.  That  is  right,  sir. 

Senator  Curtis.  And  then  pay  benefits. 

Mr.  Eddy.  That  is  right,  sir. 

Senator  Curtis.  And  then  are  reimbursed. 

Mr.  Eddy.  They  are  reimbursed  by  the  Department  of  Defense. 
Senator  Curtis.  What  has  been  the  experience  of  private  insurance 
in  this  field  of  servicemen's  families  ? 
Mr.  Eddy.  I  think  

Senator  Curtis.  From  the  standpoint  of  costs  to  the  system  and 
efficiency,  and  so  on,  and  how  does  it  compare  with  the  Blue  Cross,  Blue 
Shield  part  of  the  operation  ? 

Mr.  Eddy.  Well,  perhaps  I  could  best  answer  your  question  by  say- 
ing that  the  1964  report  of  the  dependents'  medical  care  program 
showed  that  the  administrative  costs  per  claim  of  the  two  hospital 
contractors  were  $2.31  by  the  Blue  Cross  Association,  and  $1.26  by 
Mutual  of  Omaha. 

Senator  Curtis.  Did  they  both  have  a  sufficient  portion  of  it  that  it 
would  be  a  fair  comparison  ? 

Mr.  Eddy.  Well,  as  I  recall,  the  Mutual  of  Omaha's  share  is  about, 
is  only,  13  States,  perhaps  a  third  of  the  total,  so  I  would  answer, 
"Yes,"  to  your  question. 

Senator  Curtis.  As  an  insurance  man  do  you  have  any  reason  as  to 
why  one  costs  less  than  the  other  ? 

Mr.  Eddy.  Well,  I  have  always  felt,  sir,  that  the  profitmaking  sys- 
tem has  a  greater  challenge  to  perform  than  the  nonprofit  system. 

Senator  Curtis.  Will  you  give  those  figures  again,  a  dollar  what  ? 

Mr.  Eddy.  $1.26  per  claim  administrative  costs  by  Mutual  of  Omaha, 
and  $2.31  per  claim  by  the  Blue  Cross  Association.  That  is  in  the 
1964  report  of  the  dependents' medical  care  program. 

Senator  Curtis.  And  while  there  is  an  assignment  which  is  limited 
geographically,  so  far  as  you  know,  they  were  both  administering  the 
same  benefit  program  ? 

Mr.  Eddy.  It  is  identical,  the  benefits  are  identical.  It  is  just  a 
different  geographical  area. 

Senator  Curtis.  Yes.  Has  service  outside  of  the  continental  United 
States  been  a  factor  in  making  a  difference  in  the  costs? 

Mr.  Eddy.  I  am  not  aware  of  that,  sir. 

Senator  Curtis.  Well,  one  other  question.  I  am  intereseted  in  your 
comments  on  the  amendments  to  the  Internal  Revenue  Code,  and  that 
will  have  to  have  some  further  attention,  but  may  I  ask  you  this :  Are 
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those  technical  in  nature  or  do  you  advocate  some  basic  change  in 
the  tax  structure? 

Mr.  Eddy.  Perhaps  one  is  technical  and  two  might  be  considered 
philosophical.  The  technical  one  relates  to  the  provision  that  pre- 
miums for  medical  care  are  deductible,  provided  that  they  are  sepa- 
rately stated  in  the  insurance  contract.  Because  of  our  difficulty  in 
amending  contracts  and  the  requirement  of  going  through  State  super- 
visory officials  for  approval,  which  is  a  gargantuan  task,  we  would  like 
to  see  the  language  permit  the  statement  of  separate  premiums  to  be, 
in  what  one  might  call  a  separate  statement  of  fact  rather  than  in 
the  contract  itself. 

Another  one,  which  I  say  may  be  philosophical,  is  that  it  is  proposed 
that  there  be  a  special  deduction  for  one-half  of  premiums  for  medical 
care  insurance.  We  feel  that  the  principle  is  right  or  wrong — and  we 
feel  it  is  right,  and  we  say  it  should  be  all. 

The  last  is  a  recommendation  that  the  tax  deduction  for  premiums, 
medical  premiums,  be  extended  to  cover  those  for  loss  of  income  because 
so  frequently  the  insurance  premiums  paid  for  loss  of  income  are 
really  important  during  a  period  of  illness,  and  while  they  do  not  go 
directly  toward  the  payment  of  a  hospital  or  a  medical  bill,  they 
could  well  be  a  major  part  in  supplying  the  reimbursement  of  such 
expenses. 

Senator  Curtis.  There  was  a  witness  here  the  other  day  who  pointed 
out  that  by  raising  the  wage  base  to  $6,600,  and  lowering  the  rate,  what 
the  House  bill  really  was  doing  was  lowering  the  social  security  tax 
at  a  time — for  more  than  one-half  of  the  workers — when  substantial 
benefit  increases  were  being  voted.  Your  comment  does  not  go  into 
that  problem. 

Mr.  Eddy.  No,  it  does  not  go  into  that.  Again,  my  comments,  our 
comment,  is  more  a  philosophical  one.  We  do  not  say  that  the  wage 
base  should  not  increase.  It  has  increased  in  the  past.  We  have  not, 
I  think,  as  a  matter  of  principle,  opposed  it  in  a  point  of  time. 

We  do  think  it  is  wrong  in  principle  for  the  Congress  to  legislate 
in  advance  of  what  a  future  wage  base  will  be. 

Senator  Curtis.  That  is  all  the  time  I  will  take,  Mr.  Chairman. 

Senator  Anderson.  You  made  some  remarks  about  health  insurance 
for  the  aged  people.  We  have  some  figures,  and  I  wish  you  would 
check  them  with  your  group,  and  if  you  find  something  different,  we 
would  like  to  have  it.  Ours  show  over  8  million  aged  have  no  health 
insurance  at  all,  about  half  the  aged  with  commercial  insurance  poli- 
cies covering  hospital  care,  have  policies  providing  less  than  $10  a 
day  for  room  costs,  and  very  little  coverage  for  other  purposes ;  only 
about  1  in  20  have  health  insurance  protection  that  covers  about  40 
percent  of  medical  costs  in  their  lifetime. 

I  am  not  as  interested  as  the  Senator  from  Nebraska  about  this 
question  of  the  invasion  by  the  Government  into  this  new  insurance 
company.  I  will  worry  about  that  when  the  time  comes,  but  I  am 
worried  about  its  actuarial  soundness,  and  one  of  the  things  I  missed 
in  the  testimony  of  the  Department  of  Health,  Education  and  Wel- 
fare was  some  reason  to  show  why  there  was  the  $6  a  month  premium. 
Do  you  have  any  information  on  that  on  the  basis  of  what  the  haz- 
ards are  which  are  covered  ?   If  so,  I  would  like  to  have  you  submit 
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them  because  I  do  not  think  there  is  any  testimony  before  us  which 
shows  the  reasonableness  or  unreasonableness  of  $3  a  month  from 
the  person,  and  $3  a  month  from  the  Government  as  a  contribution 
toward  this  insurance. 

If  you  had  a  million  people  who  were  policyholders  or  policy  pur- 
chasers, rather,  they  ought  to  know  something  about  the  justice  of 
the  charge  or  the  injustice  of  the  charge.  We  got  into  disability 
insurance  and  we  were  getting  along  fine  with  the  disability  after 
50,  and  then  somebody  came  along  and  said  to  wipe  it  all  out  because 
we  were  not  having  any  claims,  and  then  the  fund  went  into  the 
red  which,  I  think,  is  very  bad  for  any  insurance  company,  and  I 
hope  you  will  agree  with  it. 

Mr.  Eddy.  It  is  not  only  bad,  it  is  disastrous. 

Senator  Anderson.  I  think  it  can  be.  It  has  not  acquired  that 
situation  as  yet,  but  part  of  this  increase  in  the  wage  base,  I  think, 
is  for  a  portion,  a  partial  coverage  of  some  of  these  charges. 

What  I  would  appreciate  from  you  or  any  other  insurance  firm 
is  a  study  of  what  this  $6  a  month  means  against  a  million  policy- 
holders, and  the  hazards  that  are  covered  by  it.  As  you  and  I  know 
there  is  the  temptation  every  2  years  to  change  the  social  security 
law  a  little  bit — and  someone  might  say  why  doesn't  the  whole  $6 
come  from  the  Federal  Government  instead  of  the  $3 ;  if  it  is  insuffi- 
cient you  would  have  to  start  charging  again. 

I  would  like  to  know  the  soundness  of  the  program.  I  personally 
do  not  think  we  have  very  much  data  as  to  how  it  would  be  admin- 
istered, because — Senator  Curtis  got  the  same  impression  I  did — 
this  might  be  turned  over  to  Blue  Cross  or  Blue  Shield  or  some  other 
organization,  and  that  might  not  be  the  best  place  to  put  it,  I  do  not 
know. 

Mr.  Eddy.  Senator,  I  would  like  to  think  that  I  know  a  lot  of 
answers,  but  you  have  asked  such  a  wide  range  of  questions,  would  I 
be  permitted  to  secure  from  the  reporter  what  you  have  just  said  and 
then  to  file  with  this  committee  the  evidence  we  have  and  the  studies 
we  can  provide  to  give  you  our  views  on  those  costs  ? 

Mr.  Anderson.  Mr.  Eddy,  that  is  why  I  asked  the  question,  not  for 
this  morning  but  if  you  would  do  it  sometime  later  

Mr.  Eddy.  Yes,  sir. 

Senator  Anderson.  Because  one  time  I  was  working  on  a  bill  called 
the  King- Anderson  bill,  I  submitted  the  material  in  it  to  a  very 
large  life  insurance  company,  and  they  took  some  time  and  made 
a  study  and  pointed  out  a  great  many  things  to  me  that  I  had  not 
considered  at  all,  and  those  things  were  changed  in  subsequent  ver- 
sions of  the  bill. 

Now,  I  feel  it  might  be  possible  to  find  something  in  the  House 
bill  just  possibly  that  might  be  wrong,  and  we  ought  to  at  least 
be  able  to  look  at  it,  and  I  would  like  to  look  at  it.  Anything  you 
can  file  of  that  nature  would  be  very  much  appreciated,  and  I  extend 
the  invitation  to  any  other  insurance  group  or  firm,  including  Mutual 
of  Omaha,  which  seems  to  have  made  a  very  good  record  in  the  ad- 
ministration of  this  Government  program. 

Mr.  Eddy.  Thank  you,  sir,  I  shall  do  my  best  to  see  that  your  query 
is  extended  widely  throughout  the  insurance  world. 

( The  information  referred  to  follows : ) 
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Connecticut  General  Life  Insurance  Co., 

Hartford,  Conn.,  May  17,  1965. 

Senator  Harry  F.  Byrd, 
Chairman,  Senate  Finance  Committee, 
New  Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Byrd  :  During  my  appearance  before  the  Senate  Finance  Commit- 
tee on  May  10,  1965,  Senator  Anderson  asked  me  to  provide  information  as  to  the 
actuarial  soundness  of  the  program  called  for  by  part  B  of  H.R.  6675.  As  I  indi- 
cated at  the  time,  estimates  of  costs  under  such  programs  will  vary  depending 
upon  the  underlying  assumptions  upon  which  they  are  based. 

As  shown  in  the  attached  memorandum,  under  the  assumptions  believed  ap- 
propriate by  actuaries  of  the  insurance  associations  which  I  represent,  the  initial 
cost  of  the  benefits  of  part  B  are  estimated  to  be  $7  per  person  per  month.  It  is 
expected  that  these  costs  will  increase  appreciably  in  future  years  and  we  be- 
lieve will  reach  $18  per  person  per  month  by  the  25th  year  of  the  program. 

My  comments  were  also  requested  with  respect  to  certain  statistics  on  health 
insurance  coverage  of  people  over  65.  These  comments  follow. 

The  statistic  of  "over  8  million  aged"  with  no  health  insurance  is  derived 
from  a  study  conducted  by  the  Social  Security  Administration.  It  was  based 
upon  a  household  interview  survey  of  a  sample  of  the  population  over  age  65  and 
refers  to  coverage  as  of  the  end  of  1962.  While  the  results  of  such  surveys  con- 
tain much  that  is  of  interest,  they  are  subject  to  a  degree  of  variation  due  to 
sampling,  respondent  error,  and  the  memory  factor.  That  the  latter  can  be  sig- 
nificant among  the  aged  may  be  observed  from  the  results  of  a  somewhat  similar 
survey  conducted  by  another  agency  of  HEW.  The  National  Center  for  Health 
Statistics  has  found,  for  example,  as  much  as  17  percent  underreporting  of 
hospitalization  episodes  by  the  aged  interviewed  in  such  surveys.  If  almost  one 
out  of  every  five  aged  persons  did  not  remember  such  a  traumatic  experience  as  a 
hospital  episode,  it  is  likely  that  they  would  have  similar  diflSculty  with  respect 
to  reporting  the  ownership  of  a  health  insurance  policy.  This  would  be  par- 
ticularly true  where  the  policy,  as  is  often  the  case,  is  purchased  by  a  son  or 
daughter. 

It  is  of  additional  interest  to  note  that  the  "over  8  million"  uninsured  aged 
in  1962  included,  according  to  the  SSA  survey,  the  institutionalized  aged  (some 
three-quarters  of  a  million)  as  well  as  the  noninstitutionalized.  The  8  mil- 
lion also  includes  about  2%  million  aged  receiving  old-age  assistance  (and  as 
such  are  eligible  for  medical  care  under  the  vendor  payments  progam)  as  well 
as  an  unknown  but  substantial  number  eligible  for  assistance  under  the  MAA 
program.  The  latest  survey  of  the  Health  Insurance  Association  of  Amer- 
ica, based  on  actual  records  from  insurance  companies  and  other  insurers, 
indicates  that  10.6  million  persons  over  age  65  were  covered  by  some  form  of 
health  insurance  at  the  end  of  1963  (  61  percent  of  the  noninstitutionalized 
aged).  Inasmuch  as  there  were  about  17.4  million  noninstitutionalized  aged 
at  that  time,  an  estimated  6.8  million  were  uninsured.  Among  these  would  be 
included  most  of  the  2.2  million  then  on  old-age  assistance  as  well  as  those 
under  the  MAA  program. 

The  reference  to  "about  half  the  aged  with  commercial  insurance  policies 
covering  hospital  care  have  policies  providing  less  than  $10  a  day  for  room  costs" 
is  from  a  study  conducted  by  the  Health  Insurance  Association  of  America. 
This  study  measured  such  coverage  as  of  July  1961 — almost  4  years  ago. 
Since  that  time,  many  thousands  of  people  over  65  have  become  insured  un- 
der various  State  65  programs,  and  individual  company  programs,  which  offer 
broad  coverage  (including  coverage  for  major  medical  expenses).  There  is 
no  doubt,  therefore,  that  the  proportion  of  the  aged  covered  by  insurance  com- 
panies for  hospital  expenses,  with  policies  of  $10  a  day  or  less  for  room  and 
board,  has  decreased  considerably  since  1961. 

It  is  of  additional  interest  to  note  that  about  13  percent  of  the  insured  aged 
in  1961  had  more  than  one  policy.  The  extent  to  which  such  duplicate  coverage 
was  present  among  policyholders  with  $10-a-day  coverage  is  not  known.  It  is 
generaly  acknowledged,  however,  that  the  tendency  to  acquire  additional  cov- 
erage is  more  prevalent  among  persons  with  policies  containing  less  extensive 
benefits. 
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Documentatian  for  the  comment  that  the  aged  have  "very  little  coverage  for 
other  purposes"  could  not  be  found  by  the  insurance  associations.  The  state- 
ment is  not  in  agreement  with  data  developed  by  the  Health  Insurance  Associa- 
tion of  America.  Such  data  indicate  that  at  least  1.3  million  aged  persons  had 
major  medical  expense  coverage  at  the  end  of  1963.  The  association  also  found 
at  that  time  that  82  percent  of  the  aged  covered  for  hospital  expenses  had  cov- 
erage for  surgical  expenses  and  that  42  percent  had  coverage  for  regular  medi- 
cal expenses. 

We  are  unfamiliar  with  the  basis  for  the  statement  that  "only  about  1  in  20 
have  health  insurance  protection  that  covers  about  40  percent  of  medical  costs 
in  their  lifetime."  Although  we  can  make  no  comment  on  this  statement,  it 
is  of  interest  to  note  that  the  U.S.  national  health  survey  has  indicated  that 
82  percent  of  the  insured  aged  discharged  from  hospitals  during  1958-60  had 
more  than  half  the  hospital  bill  paid  by  their  insurance  and  that  59  percent 
had  three-quarters  or  more  of  the  bill  covered. 

May  I  again  express  our  appreciation  of  the  opportunity  to  appear  before  the 
Senate  Finance  Committee.   If  we  can  be  of  additional  assistance  in  these  mat- 
ters, please  let  us  know. 
Sincerely  yours, 

C.  Manton  Eddy, 
Senior  Vice  President. 

AcTUABiAL  Estimates  of  the  Initial  and  Long-Range  Cost  of  Benefits  Undeb 
Pabt  B  of  H.R.  6675,  "Supplementaey  Health  Insurance  Benefits  fob  the 
Aged" 

It  is  the  actuarial  judgment  of  the  insurance  associations  that  the  benefits  of 
part  B  of  H.R.  6675  will  have  an  incurred  cost  of  $7  per  person  per  month  in 
1967  (the  first  full  year  of  benefits  under  the  program).  It  is  the  further  con- 
sidered judgment  of  the  associations  that  these  costs  will  inevitably  rise  during 
ensuing  years.  By  1990,  (the  25th  year  of  the  program),  the  incurred  cost  will 
reach  approximately  $18  per  person  per  month.  The  actuarial  details  of  these 
estimates  are  presented  on  the  following  pages. 

If  90  percent  of  the  19.4  million  people  over  65  in  1967  elect  to  enter  the  pro- 
gram, and  under  an  assumption  that  each  pays  $3.50  (of  the  estimated  cost  of 
$7)  per  person  per  month  with  the  Government  matching  this  amount  each 
month,  the  total  cost  to  the  Federal  Treasury  in  that  year,  for  this  program  will 
be  $735  million. 

By  1990,  under  the  foregoing  assumption  as  to  equal  cost  sharing  between 
the  beneficia'ry  and  the  Federal  Government,  and  with  90  percent  of  the  then 
30.4  million  people  over  65  participating,  the  annual  cost  to  the  Federal  Treasury 
will  be  $2,959  million. 

Cost  estimate  for  1967 

Based  on  data  generally  available  from  insurance  companies,  and  employing 
the  techniques  used  by  actuaries  in  valuing  the  costs  of  major  medical  and  other 
types  of  medical  expense  plans,  the  following  was  determined  (before  applica- 
tion of  the  deductible  and  coinsurance)  : 

(1)  The  cost  for  surgical  and  anesthesiological  services  will  be  $35  per  person 
per  year.  This  estimate  assumes  that  the  level  of  charges  will  be  equivalent  to 
those  experienced  under  policies  with  surgical  schedule  maximums  of  $500. 

(2)  The  cost  for  in-hospital  physician  services  will  be  $15  per  person  per  year. 
This  estimate  assumes  a  hospital  utilization  rate  of  3  days  per  person  per  year 
at  a  cost  of  $5  per  physician  visit. 

(3)  The  cost  for  doctor  visits  at  home  and  in  doctors'  offices  will  be  about 
$50  per  person  per  year.  This  estimate  assumes  that  there  will  be  an  average  of 
nine  physician  visits  per  person  per  year  at  a  cost  of  $7  per  home  visit  and  $5 
I)er  office  visit. 

(4)  The  cost  for  the  out-of -hospital  services  of  radiologists,  pathologists,  and 
physiologists  will  be  $5  per  person  per  year.  This  estimate  assumes  that  such 
costs  will  approximate  4  percent  of  the  hospital  per  diem. 

(5)  The  cost  of  home-care  services,  in  1967,  will  be  $5  per  person  per  year. 

(6)  The  cost  for  psychiatric  services,  diagnostic  X-ray  and  laboratory  services 
and  applicances  will  be  $5  per  i>erson  per  year  for  each  of  these  benefits. 
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Summary  of  costs  of  part  B  in  1967 

Cost  per  person 
per  year  i 

Surgery  and  anesthesiology  $35.  00 

Doctor  visits  in  hospital   15.  00 

Doctor  visits  in  home  and  office   50.  00 

Radiology,  pathology,  physiology   5.  00 

Psychiatric  services   5.  00 

Diagnostic  X-ray  and  laboratory   5.  00 

Appliances   5.  00 

Home-care  services   5.  00 


Total  cost  125.00 

Value  of  $50  deductible'   30.00 


Net  cost   95.00 

Application  of  80-percent  coinsurance   76.  00 

Application  of  10-percent  administrative  costs   7.  60 


Cost  per  person  per  year  ($7  per  month)  ,   83.60 


^AU  costs,  with  the  exception  of  that  for  psychiatry  and  home  care,  are  based  upon 
experience  under  the  Connecticut  65,  New  York  65,  and  Golden  65  insurance  plans.  Com- 
prehensive insured  lives  experience  do  not  presently  exist  with  respect  to  the  cost  of 
psychiatry  and  home-care  programs.  For  these  benefits,  therefore,  the  estimate  is  based 
on  actuarial  judgment  and  a  review  of  the  limited  experience  of  such  programs  in  a  few 
areas  of  the  country. 

2  It  is  assumed  that  40  percent  of  the  beneficiaries  will  have  $50  or  more  per  year  in 
medical  expenses  ;  that  40  percent  will  have  an  average  expenditure  of  $25  per  year  ;  and 
that  20  percent  will  have  no  medical  expenses.  Under  these  assumptions,  the  value  of  the 
$50  deductible  is  $30. 

Long-range  cost  estimates 

It  is  generally  acknowledged  that  the  cost  of  benefits  under  part  B  of  H.R. 
6675  will  increase  in  future  years.  For  this  reason,  the  bill  provides  for  a 
periodic  review  and  adjustment  of  the  adequacy  of  the  premiums,  based  on 
the  experience  which  develops. 

Accurate  forecast  of  long-range  costs  of  medical  expenditures  are  difficult 
because  fo  the  many  underlying  forces  involved,  many  of  which  are  unpredictable. 
Under  assumptions  as  to  cost  trends  which  we  regard  as  reasonable,  the  insur- 
ance associations  have  valued  the  long-range  cost  of  the  benefits  of  part  B  of 
H.R.  6675  under  the  following  set  of  assumptions  : 

(1)  The  home-care  benefit  contains  the  greatest  possibility  for  expansion 
and  resulting  substantial  increases  in  costs.  It  is  assumed  that  the  claim 
costs  of  this  benefit  will  increase  by  $0.82  per  person  per  year  (including  ad- 
ministrative expenses). 

(2)  The  cost  of  the  other  medical  expense  benefits,  and  the  frequency  of 
their  use,  will  increase  in  future  years  as  follows :  4  percent  per  year  from 
1968  to  1972 ;  S^/^  percent  per  year  from  1973  to  1977 ;  and  3  percent  per  year  from 
1978  on.  These  increases  are  somewhat  lower  than  those  predicted  by  the  in- 
surance associations  (and  the  Social  Security  Administration)  for  increases 
in  hospital  costs  under  part  A  of  the  bill. 

Under  the  foregoing  set  of  assumptions,  the  cost  will  reach  $218  per  person 
per  year  by  1990  ($18  per  person  per  month) . 

Level-cost  estimates 

The  associations'  level  cost  of  the  benefits  under  part  B  of  H.R.  6675,  during 
the  25-year  period  to  1990,  will  be  0.79  percent.  Of  additional  interest,  the 
insurance  associations  have  valued  the  level  cost  of  the  benefits  under  part  A  of 
H.R.  6675  to  be  1.54  percent  of  taxable  payrolls.  These  level-cost  estimates 
are  based  on  (1)  the  assumptions  of  the  associations  as  to  the  costs  of  the  health 
care  benefits  and  (2)  the  assumptions  of  the  Social  Security  Administration 
as  to  taxable  wage  basis,  population,  interest,  and  rising  earnings  levels. 

Mr.  Eddy.  Could  I  make  a  personal  comment  which  I  do  not  wish 
to  saddle  my  trade  association  with,  but  in  studying  this  new  bill, 
H.R.  6675,  Senator,  I  have  found  that  I  have  been  able  to  see  more 
appreciatively  some  of  the  advantages  of  the  King- Anderson  bill  than 
I  have  ever  been  able  to  see  before.   (Laughter. ) 
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Senator  Anderson.  I  am  sure  that  will  be  the  most  appreciated 
statement  you  can  make  this  morning  so  far  as  I  am  concerned. 
(Laughter.)    On  that  happy  note  I  will  call  on  Senator  Williams. 

Senator  Williams.  Mr.  Eddy,  has  the  insurance  company,  your 
company,  or  any  of  the  other  companies,  to  your  knowledge,  made  any 
estimate  as  of  this  time  as  to  the  actuarial  soundness  of  part  B  of  this 
bill? 

Mr.  Eddy.  Well,  perhaps,  you  are  aware,  sir,  that  over  the  years 
our  estimates  of  costs,  insurance  estimates  of  costs,  have  seemed  to 
run  in  excess  of  estimates  of  cost  made  by  the  administration.  It  is, 
very  difficult  to  price  the  benefits  in  part  B. 

As  I  recall,  it  has  been  identified  by  the  administration  that  the  level 
premium  cost  of  part  B  is  0.49  percent  of  payroll.  I  think  that  the 
industry's  estimates  of  costs  would  come  out  closer  to  0.79  percent  of 
payroll. 

The  great  imponderable,  one  of  the  great  imponderables,  in  the 
forecast  of  costs  lies  in  the  extent  of  the  use  of  home  care,  which  is 
a  relatively  new  and  untried  field,  and  is  unlimited  under  the  provi- 
sions of  part  B. 

Senator  Williams.  You  are  speaking  of  the  supplemental  insur- 
ance? 

Mr.  Eddy.  Supplemental,  I  am  sorry,  sir.  We  have  got  A  and  B,, 
and  I  am  not  sure  whether  it  is  A  for  Anderson  and  B  for  something- 
else. 

Senator  Williams.  How  long  do  you  think  it  would  take  for  ac- 
tuaries of  your  industry  to  come  up  with  a  reasonable  estimate  of  the 
projected  cost  of  that  supplemental  insurance  program? 

Mr.  Eddy.  At  your  request  and  the  request  of  this  committee,  we. 
would  expedite  it  and  do  it  to  the  best  of  our  ability  very  quickly. 

Senator  Williams.  Thank  you. 

Mr.  Eddy.  But  an  estimate  of  cost  is  no  better  than  the  basic  assump-. 
tions.  As  we  all  knov^^,  we  have  to  work  with  our  best  judgment  on. 
assumptions,  particularly  as  they  involve  the  future. 

Senator  Williams.  Well,  I  appreciate  that. 

Senator  Anderson.  You  go  ahead  and  make  the  assumptions,  but 
list  what  they  are. 

Mr.  Eddy.  We  will,  sir. 

Senator  Anderson.  Because  those  are  what  are  valuable  to  us,  be- 
cause we  can  take  it  back  to  HEW  and  say  that  these  people  assume 
that  so  many  people  will  have  a  broken  arm,  and  with  a  broken  leg 
will  be  ill  for  period  of  time,  and  they  can  look  at  their  figures  and 
see  if  it  sounds  reasonable  or  not,  and  if  you  give  us  your  assumptions 
we  would  very  much  appreciate  it. 

I  want  to  join  with  Senator  Williams  and  have  you  supply  as  much 
of  that  information  as  you  can,  because  there  is  very  little  before 
this  committee  thus  far — I  do  not  know  what  the  House  committee 
had  before  it — which  shows  the  actuarial  soundness  of  what  this  bill 
does.  I  remember  launching  a/n  insurance  company  some  37  or 
38  years  ago,  and  I  had  to  backpedal  as  hard  as  I  could  to  keep  from 
getting  too  much  business  in  the  beginning  and  swamping  it.  I  did 
not  know  how  to  operate  it  yet.  It  took  me  time  to  find  out,  and 
I  assume  it  is  the  customary  experience  of  the  insurance  business, 

Mr.  Eddy.  It  certainly  is. 
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Senator  Anderson.  Therefore,  we  would  like  to  have  your  expe- 
rience, with  a  record  of  100  years  of  service  for  the  company,  what 
it  means  in  terms  of  this  bill.  Anything  your  company  can  do  will  be 
welcomed  by  me,  at  least,  and  I  am  sure  by  the  members  of  the 
committee. 

Mr.  Eddy.  We  will  do  our  best,  I  assure  you. 
Senator  Anderson.  Thank  you  very  much,  Mr.  Eddy. 
Mr.  Eddy.  Thank  you. 

Senator  Anderson.  Senator  McClellan  is  here,  and  I  want  to  have 
him  introduce  the  next  witness.  Dr.  Eobins.    Senator  McClellan. 

Senator  McClellan.  Thank  you,  Mr.  Chairman  and  members  of 
the  committee.  This  is  indeed  a  pleasure  for  me  to  have  this  oppor- 
tunity to  present  Dr.  Robins  of  Camden,  Ark.  Incidentally  he  is  my 
neighbor  and  my  family  physician.  I  may  say  in  that  capacity  he  has 
sometimes  prescribed  an  unpleasant  but  always  very  potent  and  effec- 
tive remedy  for  my  ailments  and  therefore,  I  think  that  his  views  and 
opinions  anywhere,  anytime  in  the  field  of  medicine  merit  the  most 
careful  consideration. 

For  that  reason,  I  am  proud  to  present  him,  proud  to  present  him 
also  as  the  past  president  of  the  Arkansas  Medical  Association,  and 
one  of  the  founders  and,  I  believe,  the  fifth  president  of  the  American 
Academy  of  General  Practice.  The  doctor  was  one  of  the  founders  of 
that,  and  its  fifth  national  president,  I  believe. 

By  the  way,  I  think  it  would  also  be  appropriate,  certainly  not  too 
much  out  of  line,  to  present  him  as  a  former  national  committeeman 
from  Arkansas.  He  served  for  8  years  in  that  capacity  as  Democratic 
Committeeman  from  Arkansas. 

I  see  you  say  you  may  be  outnumbered  here  this  morning,  but  that  is 
still  a  good  recommendation  for  me,  and  I  hope  it  is  for  you.  Dr. 
Robins. 

Senator  Anderson.  Dr.  Robins,  we  are  very  happy  to  have  you. 
STATEMENT  OP  E.  B.  EOBINS,  CHICAGO,  ILL. 

Dr.  Robins.  Thank  you,  Senator  McClellan. 

Mr.  Chairman  and  members  of  the  committee,  I  would  like  to  thank 
you  very  much  for  giving  me  the  opportunity  of  appearing  before  you 
here  this  morning  to  present  a  short  statement  of  my  views  as  a  physi- 
cian on  H.R.  6675. 

As  the  Senator  said,  my  name  is  R.  B. — Bob — Robins,  and  I  have 
been  a  medical  doctor  for  39  years.  While  my  years  have  been  devoted 
to  medicine,  I  also  treasure  this  opportunity  for  another  reason.  It 
gives  me  an  opportunity  to  see  old  friends  in  these  Halls,  including 
members  of  this  committee,  and  to  renew  ties  dating  back  to  the 
8  very  satisfying  years  I  spent  as  a  member  of  the  Democratic  National 
Conunittee. 

As  a  matter  of  fact,  I  believe  I  enjoy  the  unique  distinction  of 
being  the  only  physician  who  has  served  on  the  national  committee 
of  either  major  party  in  this  century.  I  represented  Arkansas  on 
the  Democratic  National  Conunittee  from  1944  to  1952  and  there 
worked  closely  with  the  leaders  of  our  party.  Today  they  are  the 
leaders  of  Congress,  holding  in  their  hands  the  responsibility  for 
the  Nation's  present  and  future  well-being.  Needless  to  say,  I  have 
only  the  greatest  respect  and  warmest  affection  for  all  of  them. 
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But  it  is  as  a  doctor,  as  one  of  the  285,000  members  of  the  medi- 
cal profession  in  this  country,  that  I  speak  to  you  now  in  vigorous 
opposition  to  a  i)rogram  of  health  care  under  centralized  Federal 
administration,  with  wage  earners  compelled  to  finance  "free"  Gov- 
ernment benefits  for  millions  of  Americans  who  do  not  need  the 
assistance. 

First,  let  me  salute  the  committee  for  holding  hearings  on  this  leg- 
islation. Physicians  cannot  understand  why  this  measure  was  not 
open  for  public  comment  before  it  went  to  the  floor  of  the  House  of 
Representatives  for  a  final  vote. 

This  recent  chapter  in  the  legislative  history  of  H.R.  6675  points 
up  a  situation  which  I  believe  should  be  noted  here.  Bills  of  this 
kind  have  been  introduced  in  one  form  or  another  for  20  years  but 
Congress  has  never  seen  fit  to  act  favorably  on  any  of  them  through- 
out that  long  period.  If  these  proposals  were  wrong  in  the  past — • 
if  there  was  reason  for  successive  Congresses  to  reject  them — they 
are  still  wrong.  But  now,  this  bill,  the  most  sweeping  one  of  all, 
is  being  rushed  through  to  passage,  and  with  hardly  more  than  pro 
forma  consultation  with  the  medical  profession,  who  will  have  to  im- 
plement the  legislation. 

It  appears  that  a  long  debate  over  a  fundamental  issue  may  be 
nearing  an  end.  I  believe  it  is  reasonable  to  point  out  that  physicians 
alone  bear  the  ultimate  responsibility  for  making  this  program  work 
in  whatever  form  it  is  finally  enacted. 

Your  work  on  this  matter  will  be  done.  You  will  turn  to  other  is- 
sues of  these  times.  Physicians  will  be  left  to  contend  day  in  and 
day  out,  month  after  month,  with  the  terms  of  the  legislation.  They 
will  be  expected  to  go  on  providing  only  the  best  care  while  they  strive 
to  make  sure  the  achievements  of  the  past  25  years  continue  and 
multiply  to  the  benefit  of  all  mankind. 

Most  physicians  do  not  believe  this  will  be  possible  under  the  limi- 
tations and  requirements  imposed  in  the  measure  that  is  presently 
before  you. 

Surely  their  views  and  recommendations  merit  some  serious  con- 
sideration. It  is  unreasonable,  in  my  opinion,  to  plunge  ahead  with 
the  formulation  of  a  program  to  which  the  great  majority  of  mem- 
bers of  the  medical  profession  are  opposed,  both  as  to  its  expressed 
terms  and  its  implied  threat  to  the  system  of  health  care  which  this 
Nation  has  always  known. 

As  you  consider  the  action  you  are  being  asked  to  take,  I  urge  you 
to  remember  that  heretofore  in  the  United  States  the  health  profes- 
sions have  been  free  to  pursue  their  constant  search  for  better  meth- 
ods of  treatment,  more  effective  drugs  and  more  efficient  techniques — 
unencumbered  by  the  outside  interference  which  is  inescapable  under 
a  vast  federally  financed  and  controlled  program.  Under  our  system 
as  we  have  known  it,  America  has  become  the  medical  mecca  of  the 
world. 

When  I  began  medical  practice,  students  who  could  afford  it  flocked 
to  the  medical  centers  of  Europe  for  their  basic  and  postgraduate  edu- 
cation. Today,  the  reverse  is  true,  medical  students  from  all  over 
the  globe  come  to  the  United  States  to  study  and  become  finer  phy- 
sicians. 

Yet,  at  a  moment  when  American  medicine  is  preemuient  through- 
out the  world,  it  is  proposed  that  we  adopt  the  very  system  under  which 
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one  European  country  after  another  has  lost  its  former  leadersliip  in 
medical  science. 

There  is  no  question,  American  physicians  today  are  unsurpassed 
in  their  knowledge  and  ability.  But  what  will  happen  when  this  seed 
crop  is  gone  ?  "Will  the  most  talented  young  men  and  women  continue 
to  be  attracted  to  medical  careers  when  they  see  a  profession  falling 
more  and  more  under  Government  supervision  ?  I  doubt  it.  Many 
of  our  best  young  minds  will  turn  to  pursuits  w^here  they  can  exercise 
their  abilities  to  the  fullest,  to  make  the  most  out  of  their  lives,  with- 
out the  stultif}dng  effects  of  Government  regulation.  The  loss  of  able 
entrants  into  the  health-care  field  cannot  help  but  lead  to  a  deterio- 
ration of  the  quality  of  care  in  this  country.  I  have  personally  ob- 
ser^' ed  this  in  England  and  other  European  countries. 

The  plan  before  you,  of  course,  as  I  know  that  you  know  would 
cost  a  staggering  siun.  The  administrative  problems  it  would  create 
would  be  enonnous.  But  let  these  considerations  be  secondary  for  a 
moment.  The  important  thmg  to  perceive  and  understand  is  the  dis- 
ruption of  the  doctor-patient  relationship  that  it  entails ;  the  time  to 
be  spent  waiting  in  overcrowded  offices  and  facilities ;  the  beginning 
of  the  regimentation  of  medical  practice  of  this  country;  the  over- 
burdening of  medical  facilities  and  persomiel ;  the  delays  in  admission 
to  hospitals. 

These  are  the  perils  which  a  physician  sees  in  this  proposal.  I  wish 
I  coudl  make  you  see  them,  too,  so  that  someday  they  will  not  come 
back  to  haunt  us  all. 

Before  I  conclude,  there  is  another  point  in  tliis  bill  to  which  I 
should  like  to  address  myself.  That  is  the  compulsory  inclusion  of 
self-employed  physicians  in  the  social  security  system. 

I  am  65  years  old,  the  age  for  retirement  written  into  the  social  secu- 
rity law.  I  am  actively  engaged  in  the  practice  of  medicine  and  sur- 
gery, and  exj)ect  to  be  so  engaged  for  a  good  many  years  to  come.  In 
this  I  am  typical,  I  think,  of  the  overwhelming  majority  of  physicians 
my  age  and  older. 

We  don't  stop  practicing  at  any  arbitrary  age  limit;  our  patients, 
I  am  happy  to  say,  do  not  want  us  to.  I  can  tell  you  from  experience 
that  they  expect  us  to  keep  on  serving  them  as  long  as  we  are  able  and 
for  a  great  many  physicians  that  goes  well  into  the  seventies.  Any 
program  built  around  a  65 -year  retirement  age  simply  does  not  fit  our 
career  pattern.  It  is  unnecessary  and  unwarranted  to  force  us  into  a 
system  designed  for  persons  in  other  callings  where  similar  pressures 
do  not  exist  to  continue  working  into  the  latter  years  of  life. 

I  urge  you  to  delete  this  section  from  the  bill. 

In  this  brief  testimony,  I  have  tried  to  communicate,  as  a  physician, 
my  very  deep  and  Tery  sincere  reasons  for  objecting  to  the  passage  of 
H.E.  6675.  Medicine  has  been  my  life.  I  don't  want  to  see  it 
harmed — for  the  sake  of  the  profession  and  for  the  sake  of  Americans 
of  the  future. 

Time  has  not  permitted  me  to  go  into  specifics.  But  in  the  many 
hours  of  testimony  here,  you  will  receive  a  great  many  detailed  objec- 
tions to  the  terms  of  the  bill  from  spokesmen  for  medical  organiza- 
tions throughout  the  country.  I  urge  you  to  heed  them. 

I  urge  you  to  give  serious  consideration  to  the  physicians'  plan  for 
meeting  this  problem,  and  the  physicians  have  a  plan  called  the  elder- 
care  program  with  which  I  am  sure  you  are  all  familiar. 
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I  urge  you  to  reject  H.E.  6675  and,  in  its  stead,  to  write  legislation 
which  will  fill  the  needs  of  all  those  who  cannot  take  care  of  themselves, 
and  at  the  same  time  will  preserve  the  vitality  and  promise  of  our 
health  care  system. 

Let  me  again  express  my  appreciation  for  the  opportunity  to  be 
heard  on  this  important  piece  of  legislation  this  mornmg.  Thank  you, 
Mr.  Chairman. 

Senator  Anderson.  Doctor,  the  dentists  came  in  a  few  years  ago 
after  being  out  for  quite  a  while.  Have  you  heard  any  dentists  object- 
ing to  the  fact  that  they  are  in  the  program  ? 

Dr.  Robins.  Yes,  I  have,  Senator,  many  of  them.  They  failed  to 
raise  their  objection  as  they  should,  and  that  is  what  I  hear  many 
of  them  saying  today. 

Senator  Anderson.  So  many  of  them  have  indicated  to  some  of 
us,  at  least,  that  they  were  forced  to  object  to  it,  but  now  they  are  very 
well  pleased  to  be  in  it.  Lawyers  are  in,  aren't  they  ?  They  practice 
beyond  65  a  great  deal. 

You  indicated  that  this  has  been  sort  of  a  long  struggle,  and  these 
proposals  have  been  turned  down  in  the  past  because  they  were  wrong 
and  they  ought  to  be  turned  down  now.  You  are  familiar  with  the 
fact  that  the  Senate  passed  the  bill,  aren't  you  ? 

Dr.  Robins.  Sir? 

Senator  Anderson.  You  are  familiar  with  the  fact  that  the  Senate 
passed  the  health  care  for  the  aged  ? 
Dr.  Robins.  Kerr-Mills  bill  ? 

Senator  Anderson.  No;  they  passed  another  one  called  the  King- 
Anderson  bill  in  1964. 
Dr.  Robins.  Yes,  sir. 

Senator  Anderson.  Did  anybody  give  them  a  chance  to  vote  on  it 
in  the  House  ?  I  do  not  think  the  House  thought  it  was  wrong.  They 
couldn't  get  it  out  of  the  Ways  and  Means  Committee. 

Dr.  Robins.  You  have  here  a  three-layer  cake  which  the  Ways  and 
Means  Committee  did  not  give  the  public  an  opportunity  to  express 
themselves  on. 

Senator  Anderson.  They  had  so  much  publicity  by  the  doctors 
charging  that  they  did  not  put  enough  in  the  King- Anderson  bill. 
We  are  iiappy  to  have  you  testify  today,  we  are  happy  to  have  you 
under  such  sponsorship  as  that  of  Senator  McClellan. 

Dr.  Robins.  I  rode  over  with  Senator  Douglas. 

Senator  Anderson.  Senator  Douglas. 

Senator  Douglas.  I  want  to  say  that  we  are  very  glad  to  welcome 
Dr.  Robins.  We  are  very  glad  he  left  Arkansas  and  came  to  Hlinois. 
I  hope  he  changes  his  views  on  this  bill,  and  I  hope  the  Senator  from 
Arkansas  won't  take  offense  when  I  say  his  movement  indicated  good 
sense  on  his  part. 

Senator  McClellan.  Doctor,  you  have  not  changed  your  voting 
residence,  have  you  ? 

Dr.  Robins.  Senator,  I  hate  to  admit  that  in  public,  I  have  not.  I 
am  still  a  voting  resident  of  Arkansas. 

Senator  Douglas.  That  may  be  an  addition  to  the  Democratic  Party 
of  Illinois. 

Senator  Anderson.  Senator  Williams. 

Senator  Williams.  No  questions. 

Senator  Anderson.  Senator  Curtis  ? 
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Senator  Curtis.  Doctor,  I  appreciate  having  your  statement.  Are 
you  familiar  with  the  position  of  the  pathologists  and  radiologists 
and  the  psychiatrists  ? 

Dr.  Robins.  Yes ;  I  am  somewhat. 

Senator  Cuktis.  If  this  bill  were  to  be  passed,  is  it  your  belief  that 
they  should  be  placed  over  in  part  B  where  all  physicians  are  as  con- 
trasted to  the  hospital  section  ? 

Dr.  Robins.  Yes ;  I  think  the  pathologists  and  radiologists  and  anes- 
thesiologists should  be  placed  where  the  other  doctors  are,  excluded 
from  hospital  employment. 

Senator  Curtis.  And  you  think  that  it  goes  beyond  a  mere  problem 
in  bookkeeping  or  accounting  or  anything  of  that  sort?  You  think 
there  is  a  very  good  basic  reason  for  it  

Dr.  Robins.  That  is  right. 

Senator  Curtis  (continuing).  From  the  standpoint  of  the  practice 
of  medicine  ? 
;   Dr.  Robins.  Yes,  sir. 

Senator  Curtis.  That  they  should  retain  their  status  as  independent 
practitioners  ? 

Dr.  Robins.  Certainly. 

Senator  Curtis.  Do  you  think  that  is  better  for  the  patient  and  bet- 
ter for  our  health  system  ? 
Dr.  Robins.  Yes,  sir. 

Senator  Curtis.  That  is  all,  Mr.  Chairman. 
Senator  Anderson.  Thank  you  very  much. 
Dr.  Robins.  Thank  you. 

Senator  Anderson.  In  lieu  of  testifying  in  person  Congressman 
Durward  G.  Hall  is  submitting  his  written  statement  for  the  record. 
It  is  being  placed  in  the  record  at  this  point. 

( The  statement  follows : ) 

Statement  of  Hon.  Duewaed  G.  Hall,  a  Repkesentative  in  Congeess  Fbom 

THE  State  of  Missouei 

Mr.  Chairman,  I  come  before  this  committee  both  as  a  Member  of  Congress, 
and  as  a  physician — a  member  of  the  profession  which  is  deeply  and  inextricably 
involved  in  the  great  issue  before  us. 

I  am  speaking  for  a  system  of  health  care,  which  is  universally  recognized  as 
the  finest  in  the  world.  As  a  physician,  I  could  not  have  a  greater  opportunity 
or  responsibility.  As  a  Representative  in  Congress,  one  must  be  delving,  per- 
ceptive, informed,  and  decide  judiciously. 

The  members  of  the  medical  profession,  of  which  I  am  one,  believe  we  have  a 
responsibility  to  call  to  the  attention  of  the  public,  our  patients,  any  projected 
development  which  threatens  the  quality  of  medicine  in  this  country. 

On  doctors  falls  the  ultimate  responsibility  for  treating  the  sick,  overcoming 
disease,  and  assuring  that  medicine's  achievements  of  the  last  25  years  will  con- 
tinue and  multiply  to  the  benefit  of  all  mankind.  It  will  be  their  task  when  the 
tumult  and  the  shouting  on  this  issue  dies  and  Congress  turns  to  other  questions 
of  the  hour,  expressed  in  the  vast  store  of  bills  awaiting  its  consideration. 

The  question  is  not  the  care  of  senior  citizens,  but  how  best  to  assure  them 
needed  quality  care.  Physicians  are  the  ones  who  will  be  expected  to  go  on 
providing  "only  the  best"  of  medical  care,  tailored  to  fit  individual  needs,  to 
which  Americans  are  accustomed,  and  which  they  properly  demand.  In  the 
last  analysis,  they  are  the  ones  who  must  contend  directly  with  this  program 
and  try  to  make  it  work. 

Consequently,  we  cannot  stand  idly  by  now,  as  the  Nation  is  urged  to  embark 
on  an  ill-conceived  adventure  in  Government  medicine,  the  end  of  which  no  one 
can  see,  and  from  which  the  patient  is  certain  to  be  the  ultimate  sufferer.  For 
make  no  mistake  about  it :  The  medical  profession  will  never  deprive  the  people 
of  high-quality  medical  care  and  the  fruits  of  progress  of  medical  science.  That 
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will  come  when  the  Government  begins  meddling  and  interfering  with  medical 
freedom. 

What  are  some  of  the  factors  which,  added  together,  clearly  point  to  a  deterio- 
ration of  health  care  under  a  program  of  Government-controlled  medicine  for 
any  segment  of  the  population  ?    Let  me  list  a  few : 

First.  The  basis  for  quality  medical  care  is  the  voluntary  relationship  between 
the  doctor  and  his  patient.  This  would  begin  to  disappear  as  Government  sup- 
plants the  individual  as  the  purchaser  of  health  services. 

An  obvious  attempt  has  been  made  in  this  legislation  to  conceal  the  grant  of 
power  which  would  be  extended  to  the  Secretary  of  Health,  Education,  and 
Welfare  to  interfere  with  administration  and  medical  practice  in  participating 
hospitals.  But  the  power  is  in  the  bill,  and  its  use  by  Government  employees 
in  carrying  out  their  responsibilities  toward  the  expenditure  of  Government 
funds  cannot  be  doubted. 

The  result  would  inescapably  be  third-party  intrusion  in  the  practice  of  medi- 
cine. The  physician's  judgment  would  be  open  to  question  by  others  not  re- 
sponsible for  the  patient's  well-being.  His  diagnostic  and  therapeutic  decisions 
would  be  subject  to  disapproval  by  those  controlling  the  expenditure  of  tax 
money.  Paradoxically,  his  cooperation  is  required  for  proper  function  and 
certainly  to  avoid  the  abuse  factor. 

Second.  As  the  Government  fixed  prices  for  service  rendered — as  indeed  it 
must  to  protect  the  public  purse — financial  incentive  would  begin  to  melt  away. 

Third.  The  incentive  of  competition  with  one's  peers,  invariably  the  spark 
which  ignites  the  flame  of  creative  progress,  would  also  fade  since  rivalry  would 
be  eliminated  by  virtue  of  centralized  direction,  be  it  practice  or  all-important 
bedside  research. 

Fourth.  As  physicians  and  health  facilities  become  more  and  more  subject 
to  intervention  in  their  work  by  Government  employees,  a  decline  of  profes- 
sionalism would  be  certain. 

Fifth.  The  overutilization  and  abuse  of  a  "free"  service  to  which  everyone  had 
a  "right"  would  result  in  increasing  physician  harassment  which  could  not  fail 
ta  lead  to  a  form  of  medicine  abuse  factor  and  bed  occupancy  alien  to  these 
shores — medicine  on  an  assembly  line  basis. 

Sixth.  Quality  medicine  would  be  dealt  a  further  blow  by  the  loss  of  able  en- 
trants in  the  health  field  because  young  men,  viewing  a  profession  under  partial 
or  total  Government  domination,  could  be  expected  to  seek  careers  in  other  fields. 

These  things  will  not  happen  tomorrow,  or  the  day  after,  or  the  next  week,  or 
next  month.  But  as  surely  as  the  tides  move  in  Chesapeake  Bay,  they  will  come 
if  this  measure  is  enacted  into  law. 

America  today  has  the  finest  physicians  and  scientists  in  the  worlds — a  fact 
frequently  demonstrated  over  the  last  decade  when  the  Nobel  Prizes  have  been 
handed  out,  or  by  your  life  expectancy,  or  by  those  seeking  postgraduate  training. 
These  intelligent,  highly  trained,  superbly  skilled  men  and  women  will  continue 
to  serve  the  health  needs  of  the  Nation,  and  because  they  are  professionals,  who 
have  devoted  their  lives  to  this  system  of  ours,  they  will  continue  to  do  the  best 
they  can,  no  matter  what  adverse  conditions  they  are  suddenly  confronted  with. 

But  what  happens  when  this  seed  crop  is  gone?  I  suggest  you  look  across  the 
Atlantic  for  an  answer.  The  other  night  I  heard  this  sentence  in  a  Chet  Hunt- 
ley broadcast  discussing  the  current  struggle  between  physicians  and  the  Gov- 
ernment in  the  British  National  Health  Service : 

"Britain  has  been  losing  doctors  at  the  rate  of  almost  500  a  year.  The  num- 
ber of  medical  students  is  declining,  and  already  below  the  level  of  1938.  Mean- 
while, the  population  grows." 

You  see,  there  are  some  things  which  cannot  be  handled  by  a  law.  Men  bred 
in  freedom  learn  to  like  the  taste  of  it.  Few  engineers  would  want  a  government 
employee  telling  them  how  to  draw  a  line.  Most  bookkeepers,  I  suspect,  have 
little  desire  for  advice  from  Washington  on  how  to  add  a  column  of  figures.  I 
have  yet  to  meet  a  lawyer  who  has  spoken  of  his  desire  to  have  the  legal  profes- 
sion brought  under  the  surveillance  of  the  Department  of  Justice. 

It  is  as  simple  as  that.  This  is  not  merely  a  controversy  over  whether  Gov- 
ernment should  tax  one  group  of  citizens  to  provide  health  care  benefits  indis- 
criminately, regardless  of  need,  to  another  group.  This  is  not  merely  a  dis- 
agreement over  the  best  means  of  providing  health  care  for  our  older  citizens. 
Rather,  this  confiict  is  testing  again  whether  the  art  and  science  of  medicine  will 
be  permitted  to  grow  and  flourish  in  freedom,  or  whether  progress  in  medicine 
will  be  stunted  and  shriveled  by  an  excess  of  Government  control,  third-party 
interference. 
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Here  let  me  nail  down  one  of  the  most  patent  falsehoods  that  has  been  uttered 
by  proponents  of  H.R.  6675  in  their  campaign  of  abuse  and  villification  against 
the  whipping-boy  medical  profession.  This  is  the  whispered  charge  that  doctors 
are  "really  against  the  program  because  it  would  affect  their  income ;  that  their 
fees  would  somehow  be  reduced  by  the  Government." 

Nothing  could  be  further  from  reality.  Doctors'  incomes  would  probably  be 
more  assured,  not  less,  if  this  bill  is  enacted.  Anyone  knows  there  is  more  money 
in  mass  production.  It  is  principle,  freedom,  research,  and  insurors  who  will 
suffer. 

Seventeen  and  a  half  million  older  citizens  would  become  eligible  for  hospi- 
talization, nursing  home,  and  home  nursing  care,  financed  from  the  Federal 
Treasury.  Those  lured  to  take  advantage  of  the  program  by  the  prospect  of  a 
''free"  benefit  would  need  a  physician's  certificate  to  enter  a  hospital.  Physi- 
cians would  be  expected  to  care  for  them  while  they  were  in  hospitals  or  nursing 
homes.  Who  can  say  how  many  new  patients  physicians  would  acquire  as  a 
byproduct  of  this  legislation?    It  is  safe  to  say  the  number  would  be  sizable. 

But  that  is  really  beside  the  point,  or  at  least  only  a  tangent.  The  American 
system  of  medicine  is  a  system  of  quality  medicine,  not  mass  production  or 
assembly  line  medicine.  It  is  a  system  of  private  medicine,  practiced  by  private 
doctors  treating  private  patients,  free  to  make  decisions  based  on  the  patient's 
specific  medical  needs  and  nothing  else,  except  a  confidential  relation — privi- 
leged, if  you  please. 

Forget  for  a  moment  the  cost  of  staggering,  though  uncertain,  proportions  of 
the  program  before  us.  Ignore  the  administrative  problems  that  it  would 
create,  and  the  burden  it  means  for  wage  earners  at  the  low  end  of  the  income 
scale.    Neglect  the  new  bureaus  we  are  entailing. 

Look  only  at  the  intrusion  of  Government  in  the  field  of  medicine,  which  can- 
not be  avoided,  which  goes  hand  in  hand  with  this  plan — the  regimentation  of 
hospital  admission  and  discharges,  arbitrary  limitations  on  nursing  homes  avail- 
able to  care  for  aged  patients,  and  the  implicit  responsibility  placed  on  hospitals 
and  physicians  to  keep  the  cost  of  this  program  under  control. 

Bureaucratic  regulation  cannot  be  mixed  with  medicine  without  diluting  the 
quality  of  medical  care  any  more  than  gasoline  and  sugar  in  the  modern  com- 
bustion engine.  In  this  case,  furthermore,  the  availability  of  medical  services 
to  the  aged  would  be  governed  by  the  availability  of  tax  money,  not  by  the 
medical  needs  of  these  citizens.  If  quantity  is  thus  restricted,  quality  would 
inevitably  suffer. 

Under  our  system  as  we  have  always  known  it,  treatment  of  the  individual 
comes  first,  and  financing  second.  It  is  the  patient,  in  the  role  of  the  customer, 
that  exacts  the  utmost  from  the  doctor-patient  relationship  through  his  ability 
to  choose  freely. 

The  physician,  in  turn,  responds  to  this  show  of  confidence  by  the  exercise  of 
his  knowledge  and  skill  to  his  greatest  capacity,  guided  solely  by  what  is  best 
for  his  patient. 

This  is  not  a  public  works  project  of  stone  and  steel  that  we  are  dealing  with, 
or  the  purchase  of  overcoats  for  the  Army.  This  is  a  fragile,  i)erishable  rela- 
tionship, perhaps  the  most  delicate  in  all  human  ties,  and  foimded  on  American 
tradition  and  principle.  It  cannot  withstand  third-party  tampering  without 
serious  harm.    Are  we  to  callously  overthrow  it  by  legislative  process? 

Should  the  Government  become  the  customer — the  outside  party  striving  to 
reconcile  the  demands  of  the  patient  for  high  quality  care  and  the  demands  of 
the  taxpayers  for  efficient  use  of  tax  funds — the  emphasis  must  shift  from 
quality  to  cost.  The  Government  can  resolve  these  conflicting  demands  in  only 
one  way.  It  must  tighten  the  reins  on  services  to  keep  them  within  budgetary 
limitations;  either  that,  or  the  Department  of  Health,  Education,  and  Welfare 
must  be  repeatedly  pleading  with  Congress  to  bail  out  the  program  with  higher 
payroll  taxes. 

Doctors  want  to  continue  to  be  free  to  give  patients  the  best  advice  and  the 
best  treatment  they  are  capable  of  giving,  without  the  pressure  of  outside  con- 
siderations that  have  nothing  to  do  with  the  quality  of  health  care.  They  oppose 
any  course  of  action  which  threatens  the  professional  independence  of  the  physi- 
cian and  imperils  the  wholly  voluntary  relationship  which  now  exists  between 
doctor  and  patient,  thereby  striking  at  the  heart  of  our  magnificent  health  care 
system  which  has  accomplished  so  much  for  mankind  in  an  atmosphere  of  free- 
dom. 

If  this  legislation  is  enacted,  the  aged  would  be  the  first  to  feel  its  effects  on  the 
quality  of  health  care.  But  is  it  possible  for  health  care  to  operate  in  one  way  for 
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one  segment  of  the  population  and  in  a  different  way  for  everyone  else?  The 
question  answers  itself.  This  is  our  first  venture  into  providing  service  in  lieu 
of  cash  benefits  on  a  payroll  deduction  tax  basis.  What  of  the  further  effect  of 
devalued  dollars  and  inflation  on  these  senior  savers  who  secured  their  own 
future? 

One  serious  shortcoming  in  the  bill  approved  in  committee  is  that  the  abuse 
factor  has  not  even  been  considered,  much  less,  compensated  for.  Yet,  we  know 
now  that  this  factor  of  abuse  is  what  accounts  for  the  severe  crisis  now  con- 
fronting both  the  British  and  French  systems  of  government  medicine.  Many 
more  patients  will  be  admitted  to  hospitals  for  diagnostic  services  under  this  bill, 
far  more  than  ever  before. 

The  bill  apparently  will  depend  on  doctors  to  maintain  hospital  turnover,  even 
though  they  will  have  less  practical  authority  to  carry  out  this  responsibility^ 
under  the  bill. 

We  all  realize  that  the  average  length  of  hospital  stay  under  this  bill  is  certain 
to  increase  and  the  sum  total  will  be  that  proportionately  fewer  and  fewer  private 
patients  are  going  to  be  admitted  as  more  hospital  beds  are  occupied  by  persons 
eligible  for  free  care  under  this  bill. 

Most  certainly  after  this  bill  becomes  effective,  it  will  require  a  crash  program 
of  hospital  construction  imder  Hill-Burton,  as  well  as  another  crash  program  of 
nursing  and  convalescent  homes. 

The  $64  question  in  most  people's  minds  is  bound  to  be,  "Will  doctors  partici- 
pate?" Of  course,  it  will  take  time  to  implement  and  the  answer  will  be  partly 
determined  by  how  this  is  done.  A  new  fee  schedule  and  signup  of  doctors  who 
will  participate  will  be  a  first  order  of  business. 

I  predict  that  American  physicians  will  sign  up  and  participate  because  they 
are  first  of  all  humanitarians,  imbued  with  the  mission  of  serving  people. 

Perhaps  the  most  incredible  part  of  this  whole  operation,  has  been  the  utter 
disregard  of  the  doctor's  viewpoint  by  the  social  engineers  who  drafted  this  four- 
layer  cake.  This  in  spite  of  the  fact  that  the  program  cannot  possibly  work  with- 
out the  cooperation  of  the  doctors  (13th  amendment,  neglected  or  voided  in  con- 
siderations. ) 

It  might  be  compared  to  building  a  space  satellite  without  engineers,  or 
developing  a  space  satellite  without  engineers,  or  developing  a  battle  plan 
without  consulting  the  Joint  Chiefs  of  Staff.  I  cannot  help  but  wonder  what 
Walter  Reuther  might  say  if  the  doctors  should  recommend  that  collective  bar- 
gaining agreements  be  made  up  by  business  alone  without  consulting  labor. 

That  is  exactly  what  we  have  under  this  bill.  Without  he  doctor,  this  bill 
is  nothing  more  than  300  pages  full  of  words  signifying  nothing.  Yet,  at  no 
time  during  the  week  this  bill  was  drafted,  were  the  Nation's  doctors  asked  to 
contribute  to  the  deliberations  or  to  comment  upon  the  feasibility  of  the  bill 
insofar  as  they,  their  professional  skill,  and  their  ability  and  willingness  to 
serve  is  concerned.  This  decision  to  ignore  and  even  belittle  the  practicing 
physician,  whether  it  was  made  by  President  Lyndon  Johnson,  or  Wilbur  Cohen, 
or  Mr.  Celebrezze,  or  by  the  majority  members  of  the  Ways  and  Means  Com- 
mittee, will  stand  in  the  record  as  the  most  brazen  act  of  omission  ever  com- 
mitted on  a  piece  of  major  legislation.  It  will  have  its  reverberation  for  as 
long  as  anyone  of  us  is  privileged  to  look  into  the  future. 

As  a  physician  whose  lifetime  of  service  in  his  profession  has  meant  a  very 
great  deal  to  him,  I  can  only  ask  you  to  pause  and  reflect  and  weigh  this  issue 
with  prayerful  consideration.  It  is  not  a  simple  matter.  Of  this,  we  are  all 
aware. 

But,  on  balance,  when  you  decide,  I  hope  you  will  be  thinking  of  the  next 
generation  of  Americans  and  all  those  who  will  come  afterward. 

Senator  Anderson.  Our  next  witness  is  Dr.  Rooke. 

STATEMENT  OP  EALPH  E.  EOOKE,  FOEMEE  PEESIDENT,  NATIONAL 
ASSOCIATION  OF  EETAIL  BEUGGISTS;  ACCOMPANIED  BY  SIDNEY 
WALLEE,  COUNSEL 

Mr.  EooKE.  Mr.  Chairman  and  members  of  the  Senate  Finance  Com- 
mittee, my  name  is  Ralph  R.  Rooke.  I  am  a  resident  of  Richmond, 
Va.,  a  registered  pharmacist,  and  have  been  actively  engaged  in  the 
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ownership  and  management  of  a  retail  pharmaceutical  business  in 
Eiclimond  for  36  years. 

It  has  been  my  privilege  and  honor  to  serve  as  the  president  of 
the  Virginia  Pharmaceutical  Association  and  as  president  of  the  Na- 
tional Association  of  Eetail  Druggists.  I  appear  before  you  as  a 
representative  of  the  National  Association  of  Eetail  Druggists. 

I  would  like  to  introduce  a  gentleman  that  I  have  with  me  as  our 
legal  counsel,  Mr.  Sidney  Waller.  We  have  back  in  the  room  our 
executive  director,  Mr.  Willard  Simmons,  and  our  Washington  repre- 
sentative, Mr.  Joseph  Cohen. 

You  may  already  be  aware  that  the  National  Association  of  Eetail 
Druggists,  which  I  shall  hereon  identify  as  the  NAED,  is  an  associa- 
tion serving  the  professional  and  business  interests  of  a  natiouAvicle 
membership  comprised  of  more  than  36,000  independent  drugstore 
owners  operating  in  excess  of  41  thousand  of  the  Nation's  54,000  drug- 
stores. The  NAED,  which  has  been  in  existence  for  67  years,  speaks 
for  practicing  retail  pharmacists  on  all  national  legislative  m^atters 
which  have  a  professional  or  economic  bearing  on  their  sphere  of 
activity. 

I  should  like  to  begin  by  complimenting  those  whose  interest  in  the 
health  situation  of  our  elderly  citizens  provided  the  stimulus  for  bring- 
ing this  unportant  matter  into  the  focus  of  public  attention.  Cer- 
tainly the  profession  of  pharmacy  has  long  been  intimately  aware  of 
many  of  these  problemis.  The  exposure  which  a  retail  druggist  has 
to  the  proposed  beneficiaries  of  the  medicare  program  is  both  intensive 
and  extensive.  As  the  major  source  for  medicines  required  to  man- 
age many  of  the  continuing  afflictions  of  old  age,  a  retail  druggist  sees 
the  plight  of  these  people  at  firsthand. 

Credit  records  in  drugstores  throughout  America  will  attest  to  the 
fact  that  retail  pharmacists  are  also  cognizant  of  the  economic  diffi- 
culties which  face  some  of  these  oldsters.  Thousands  of  prescriptions 
are  filled  for  them  every  month  with  little  or  no  hope  of  payment.  To 
this  extent  it  can  be  said  with  justification  that  the  Nation's  pharma- 
cists preceded  Congress  in  attempting  to  m.ake  a  positive  contribution 
to  the  dilemma  of  precarious  health  and  limited  resources  which  face 
a  sizable  group  of  our  older  citizens. 

You  may  be  sure  that  retail  druggists  solidly  endorse  the  objective 
of  not  permitting  economic  considerations  to  deprive  an  older  person 
of  the  professional  attention  and  related  health  services  which  he  re- 
quires to  cope  with  transient  or  chronic  illness.  It  is  diiiicult,  for  that 
matter,  to  conceive  of  any  reasonable  person  arguing  with  such  an 
objective. 

In  the  American  aspiration  of  life,  liberty,  and  the  pursuit  of  happi- 
ness, life  is  preeminent.  To  protect  life  is  to  protect  health,  and  the 
protection  of  health  calls  for  m^anagement  of  disease,  sickness  and  the 
miore  chronic  infirmities  of  old  age.  The  independent  retail  druggists 
of  America,  I  assure  you,  endorse  and  share  the  hum.anitarian  con- 
siderations which  miderpin  the  medicare  proposal  now  before  you. 
We  have  studied  the  draft  bill  carefully  and  in  some  particulars  feel 
its  provisions  can  and  should  be  strengthened.  Our  appearance  before 
you  is  motivated  by  this  interest. 

We  hope  to  make  a  positive  contribution  to  the  fashioning  of  a  pro- 
gram which  will  accomplish  its  central  purposes  without  endangering 
what  we  equally  believe  to  be  important  considerations  in  related  areas. 
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The  independent  retail  druggists  are  most  appreciative  of  the  op- 
portunity your  committee  has  afforded  us  to  state  our  views. 

We  suggest  the  amendment  as  follows  to  section  1861  (t)  under  drugs 
and  biologicals : 

Section  1861  (t)  defines  the  term  "drugs"  and  the  term  "biologicals" 
to  mean — except  for  purposes  of  the  exclusion  of  drugs  and  biologicals 
imder  home  health  services — those  drugs  and  biologicals  which  are  in- 
cluded in  the  United  States  Pharmacopeia  or  the  National  Formulary^ 
or  in  New  Drugs  or  Accepted  Dental  Kemedies — except  for  any  drugs 
and  biologicals  unfavorably  evaluated  therein — all  of  which  are  to  be 
dispensed  by  a  pharmacist  authorized  by  a  State  to  practice  pharmacy. 

The  purpose  of  the  amendment  to  drugs  and  biologicals  section 
1861 (t)  is: 

1.  To  provide  qualified  professional  personnel  to  distribute  the 
drugs  and  biologicals  provided  in  the  act. 

2.  To  uphold  and  maintain  the  high  standards  of  the  pharmaceutical 
profession. 

3.  To  enhance  the  welfare  of  the  public  who  may  be  recipients  of 
the  benefits  under  the  act  in  connection  with  drugs  and  biologicals. 

Mr.  Chairman,  I  have  a  supplemental  statement  which  has  been 
submitted  to  be  added  at  this  point. 

Senator  Anderson.  Without  objection,  it  will  be  added  there. 

Mr.  RooKE.  In  conjunction  with  the  purposes  of  the  amendment 
to  section  1861  (t) ,  defining  the  teiTn  "drugs"  and  "biologicals,"  we  have 
excluded  "or  as  are  approved  by  the  pharmacy  and  drug  therapeutic 
committee  [or  equivalent  committee]  of  the  medical  staff  of  the  hos- 
pital furnishing  such  drugs  and  biologicals." 

The  inclusion  of  this  language  in  the  law  gives  Federal  sanction  to  a 
device  known  as  "formulary  dispensing"  associated  with  the  doctrine 
of  "prior  consent"  whereby  a  committee  of  the  hospital  staff  prepares 
a  restricted  list  of  drugs  available  which  all  physicians  of  the  hospital 
are  expected  and,  in  many  instances,  required  to  subscribe  to  in  their 
treatment  of  the  hospital  patients.  One  of  the  results  is  that  useful 
drugs  may  be  eliminated  from  those  a  physician  requires  for  his 
elderly  patient. 

Traditionally,  the  various  States,  through  the  various  pharmacy 
boards,  regulate  the  practice  of  pharmacy.  The  "formulary"  with  the 
"prior  consent"  doctrine  suggests  that  "substitution"  of  a  trade  name 
brand  is  permitted  even  though  most,  if  not  all,  of  the  State  pharmacy 
laws  prohibit  such  practice  by  the  pharmacy  profession,  which,  of 
course,  must  include  hospital  pharmacists.  If  such  language  is  not 
changed,  the  law  would  create  two  standards  in  dispensing  drugs — 
one,  under  medicare;  the  other,  for  pharmacists  serving  the  public 
outside  of  the  medicare  program. 

The  language  of  section  1861  (t) ,  without  the  objectionable  inclusion 
of  the  "formulary"  and  "prior  consent"  doctrines,  is  sufficient  in  itself 
to  cover  all  such  drugs  or  biologicals  that  may  be  necessary  for  proper 
treatment  of  the  public.  The  use  of  the  added  phraseology  merely 
provides  intrusion  in  an  area  more  adequately  provided  for  in  the 
laws  of  the  various  States. 

The  additional  language  we  have  suggested,  "all  of  which  are  to  be 
dispensed  by  a  pharmacist  authorized  by  a  State  to  practice  pharmacy," 
is  a  recog-nition  by  the  Federal  Government  of  the  actual  status  under 
the  laws  of  the  various  States.  We  are  confident  that  this  committee, 


SOCIAL  SECURITY 


567 


and  all  other  committees  of  the  Congress,  intends  that  dispensing  of 
drugs  must  be  under  the  professional  control  of  a  pharmacist.  Other- 
Tvise  there  will  be  a  tendency  to  depreciate  the  high  standards  of  the 
pharmaceutical  profession. 

It  is  true  that  a  large  proportion  of  our  older  citizens  are  beyond 
their  productive  years  and  out  of  the  employment  market.  On  the 
other  hand,  large  numbers  of  people  eligible  for  social  security  benefits 
are  able  to  pay  for  their  own  medical  care. 

Our  national  tradition  of  self-reliance  strongly  urges  that,  to  the 
gi^eatest  extent  possible,  an  individual  should  fulfill  his  own  require- 
ments. The  concept  applies  with  equal  force  whether  in  the  health 
field  or  as  concerns  food,  clothes,  housing,  or  what  have  you. 

We  urge  the  committee  to  give  serious  consideration  to  a  screening 
process  of  some  kind,  which  would  provide  a  measure  of  assurance  to 
the  taxpayers  who  are  to  support  it.  that  medicare  payments  are  being 
disbursed' in  line  with  reasonable  public  prudence. 

REQUIRED  IXSTITUTIOXALIZATION 

Definitions  and  explanations  used  in  the  draft  version  of  this  bill 
lead  to  the  inescapalDle  conclusion  that  obtaining  benefits  under  its 
provisions  will,  at  the  outset,  call  for  the  individual's  admission  to  a 
hospital. 

After  a  hospital  stay  of  greater  or  lesser  duration,  as  spelled  out  in 
the  bill,  transfer  might  be  accomplished  to  a  secondary  institution 
equipped  to  provide  domiciliary  attention  with  some  nursing  service 
ava^ilable,  as  required. 

After  having  exhausted  entitlement  to  the  services  of  the  secondary 
mstitution,  or  being  discharged  from  it  due  to  physical  recovery,  the 
patient  may  then  be  entitled  to  certain  home  care  benefits  and  assist- 
ance, as  needed.  Additionally,  the  proposed  legislation  appears  to 
emfision  and  authorize  out-patient  attention  at  designated  clinics  or 
other  treatment  institutions  offering  this  class  of  service. 

Insofar  as  the  individtial  patient  is  concerned,  however,  admission 
to  a  hospital  or  other  treatment  establishment  seems  to  be  the  inescapa- 
ble first  step  in  obtauiing  beneficiary  status  for  primary,  secondary, 
and  ancillary"  services  imder  the  enabling  act. 

We  believe  the  procedure  as  broadly  spelled  out  in  the  draft  bill  is 
imrealistic  as  related  to  the  practical  health  care  needs  of  many  of 
these  older  people.  ^Ye  furthermore  believe  the  first  effect  of  the 
institutional  requirement  will  be  a  staggering  influx  of  patients  to 
already  overcrowded  and  understaffed  hospitals.  The  economic  en- 
ticement offered  in  the  present  medicare  draft  will  be,  at  best,  hard  to 
resist  and.  while  we  might  hope  that  hospital  admissions  will  not  be 
accomplished  unless  the  patient  is  actually  in  need  of  such  care  and 
attention,  experience  in  Veterans'  Administration  hospitals  and  under 
such  programs  as  Blue  Cross  clearly  demonstrates  that  when  hospital 
admission  is  required  for  validating  a  collateral  claim,  hospital  ad- 
mission will  be  obtained. 

Senator  Axdersox.  Could  I  stop  you  there  a  second  and  ask  in  the 
case  of  the  veterans  facilities,  is  there  a  deductible  of  $.1:0  ? 

Mr.  RooKE.  Is  there  a  what? 

Senator  Axdersox.  Is  there  a  deductible  of  $40?  Don't  you  think 
the  deductible  that  is  in  the  bill  might  tend  to  curb  some  of  that  ? 
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Mr.  RooKE,  I  do  not  believe  I  quite  hear  you. 

Senator  Anderson.  You  are  looking  for  a  great  influx  into  the  hos- 
pitals because  it  is  free. 
Mr.  RooKE.  Yes. 

Senator  Anderson.  Suppose  there  is  a  $40  deductible  they  have  to 
pay  first,  will  that  cut  down  the  influx  ? 

Mr.  RooKE.  Yes,  sir ;  to  some  degree,  but  I  think  there  is  still  going 
to  be  an  influx  into  those  hospitals — I  am  sorry,  I  did  not  get  that, 
Senator. 

Senator  Anderson.  Yes.    You  are  worried  about  what  has  hap- 

Sened  in  the  veterans  facilities,  and  what  the  experience  in  the  Blue 
ross  demonstrates.   The  veterans  facilities  don't  have  any  deducti- 
ble, do  they  ? 
Mr.  RooKE.  No. 

Senator  Anderson.  If  you  are  entitled  to  come  you  are  entitled  to 
come. 

Mr.  RooKE.  Yes. 

Senator  Anderson.  And  many  of  the  Blue  Cross  programs  don't 
have  any  deductible,  most  of  them,  in  fact.  Do  you  think  it  is  a  fair 
comparison  to  this  bill  ? 

Mr.  RooKE.  I  think  that  any  contract  of  the  kind  that  requires 
hospitalization  is  necessarily  going  to  have  an  influx  of  that  require- 
ment to  get  this,  to  receive  these  benefits.  Our  hospitals  m  our  part 
of  the  coimtry  are  already  overcrowded.  We  have,  in  Richmond, 
about  4,000  hospital  beds,  but  it  is  very  difficult  to  get  a  hospital  bed 
now. 

Senator  Anderson.  All  right. 

Mr.  RooKE.  Many,  if  not  most,  of  the  health  problems  in  old  age  are 

of  a  chronic  and  continuing  nature  rather  than  separate  episodes  of 
acute  illness. 

Arthritis,  heart  conditions,  respiratory  difficulties,  and  organic  mal- 
functions, some  or  all  of  which  seem  to  plague  the  advancing  years  of 
most  of  us,  require  some  sensible  restraints  on  the  part  of  the  patient 
and  a  continuing  regimen  of  drug  therapy  to  support  the  malfunction- 
ing structure  or  otherwise  manage  the  problem.  People  suffering 
from  conditions  of  this  kind  need  the  periodic  attention  of  an  at- 
tending physician  and  the  pharmaceutical  preparations  their  condi- 
tion requires.  A  great  many  of  these  conditions  can  be  and  are  sat- 
isfactorily managed  in  the  patient's  own  home.  This  statement  is  sub- 
jectively proven  by  the  counties  thousands  of  such  patients  who  see 
the  inside  of  a  hospital  only  rarely,  although  they  are  victims  of  a 
chronic  disability  for  years,  sometimes  decades. 

We  believe  the  medicare  program  can  provide  a  serious  disservice 
to  many  of  these  patients  if  its  provisions  demand  they  submit  to 
institutionalized  treatment  in  order  to  avail  themselves  of  the  other 
benefits  of  the  pro.2:ram.  We  think  the  best  interests  of  the  patient  are 
served  by  maintaining,  insofar  as  possible,  his  normal  living  patterns. 
Wp,  thmk-  to  the  greatest  extent  possible,  these  older  patients  need  to 
maintain  their  status  as  functional  members  of  their  families.  The 
medicare  program  should  put  high  priority  on  protecting  such  family 
relationships. 

We  believe  the  attending  physician  should  be  the  final  authority 
with  respect  to  what  justifies  the  best  care  for  a  particular  patient. 
Hospitalization  should  never  take  place  as  an  administrative  expedi- 
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ent  nor  as  a  result  of  direct  or  indirect  economic  enticement.  Un- 
less institutional  care  is  actually  required  by  medical  circumstances 
and  confirmed  in  the  judgment  of  the  physician  in  the  case,  it  repre- 
sents economic  waste  and  a  gross  disservice  to  the  patient. 

The  National  Association  of  Eetail  Druggists  urges  the  most  care- 
ful reevaluation  of  this  matter. 

FACILITIES  AVAILABLE 

It  may  come  as  a  surprise  to  learn  that  despite  our  national  popu- 
lation approaching  the  200  million  mark,  the  United  States  is  still  a 
nation  of  small  towns.  The  1960  census  listed  only  130  American 
■cities  with  populations  over  100,000.  More  than  30  percent  of  our- 
total  population  resides  in  rural  rather  than  urban  areas  and  a  dis- 
proportionately large  number  of  older  people  live  in  the  rural  areas 
than  in  metropolitan  areas.  This  latter  fact  may  be  either  a  testi- 
monial to  the  healthy,  country  atmosphere  or  the  physical  exercise 
which  farm  activities  entail,  but  the  statistics  are  clear:  there  is  a 
higher  percentage  of  farmers  who  are  old  than  of  bankers  or  pharma- 
<iists. 

Statutory  entitlement  to  outpatient  services  in  a  medicare-accred- 
ited institution  will  only  be  of  academic  interest,  unless  the  institu- 
tion is  in  some  reasonable  proximity  to  its  potential  user.  Travel  is 
one  of  the  most  difficult  engagements  for  disabled  oldsters.  In  a  given 
situation,  faced  with  the  alternative  of  twice  weekly  visits  to  an  out- 
patient clinic  40  or  50  miles  away,  or  of  admission  to  a  hospital  for 
bed  care,  the  patient  might  well  choose  bed  care  purely  because  it 
would  entail  less  inconvenience  for  the  family  and  substantially  less 
:St.ress  on  the  patient  himself. 

EQUALITY  UNDER  THE  LAW 

Equal  treatment  under  our  statutes  is  basic  to  the  American  concept 
of  democratic  procedures.  However,  treatment  facilities  are  not 
equally  distributed  across  the  geography  of  this  Nation.  Even  grant- 
ing that  there  may  be  sufficient  institutions  to  accommodate  all  of 
the  medicare  recipients  who  would  wish  to  qualify  as  beneficiaries, 
the  difficulties  involved  in  reaching  the  closest  such  institution  would, 
for  some  of  them,  be  enormous.  Some  people  have  proposed  the  crea- 
tion of  specialized  institutions  for  the  diagnosis  and  care  of  medicare 
patients.  The  costs  of  such  a  program  would  be  monumental  in  them- 
selves, but  the  strongest  arguments  are  to  be  found  in  the  area  of  their 
limited  usefulness  as  integral  elements  in  our  national  health  facilities. 

The  National  Association  of  Eetail  Druggists  takes  the  position  that 
the  most  effective  means  for  providing  health  care  for  our  aged  citi- 
■zens  is  to  be  found  in  making  maximum  use  of  existing  treatment 
institutions,  professional  practitioners,  and  ancillary  services. 

We  believe  that,  except  for  the  interdiction  of  Government  as  a 
guarantor  that  economic  limitations  are  not  allowed  to  deprive  our  old 
people  of  health  services  they  need,  all  other  considerations  should  be 
•dealt  with,  as  far  as  possible,  in  the  existing  health  facilities  of  a  given 
State,  localit}^,  or  community. 

Such  a  procedure  will  save  the  program  from  charges  of  either  man- 
.•aging  or  unduly  manipulating  medical  activity.   It  leaves  the  respon- 
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sibility  and  the  prerogatives  for  developing  adequate  health  facilities 
where  they  belong,  in  the  hands  of  the  people  who  are  in  a  position  to 
appraise  area  needs  and  array  them  against  available  economic,  pro- 
fessional, and  civic  abilities  from  personal  observation,  experience, 
and  involvement. 

CONCLUSION 

The  National  Association  of  Ketail  Druggists  believes  the  Ameri- 
can medical  community  has  demonstrated  a  superior  professional 
ability  and  a  laudably  humanitarian  concern  with  the  health  of  this 
Nation.  We  think  there  is  no  lasting  benefit  to  be  obtained  by  sup- 
planting the  services  of  existing  institutions  with  different  kinds  of 
institutions.  We  think  there  are  no  benefits  to  be  gained,  and  substan- 
tial hazards  to  be  calculated,  in  supplanting  the  attention  of  a  patient- 
selected  physician  with  a  program- authorized  physician  in  a  desig- 
nated institution.  We  believe  that,  second  only  to  the  services  of  the 
physician  himself,  drugs  are  among  the  most  important  considera- 
tions in  managing  the  physical  infirmities  of  the  people  who  will 
inescapably  be  known  in  the  future  as  medicare  patients. 

We  believe  existing  hospitals,  doctors,  and  pharmacies  constitute 
the  first  line  of  defense  against  disease  and  illness  of  all  kinds,  at 
whatever  age  it  might  assert  itself. 

Finally,  we  believe  that  humanitarian  considerations,  economic  reali- 
ties and  the  best  interests  of  the  beneficiaries  under  this  program, 
support  the  idea  of  utilizing  existing  practitioners  and  institutions  to 
the  maximum  extent.  Creation  of  additional  facilities  should  be  un- 
dertaken only  in  the  face  'of  urgent,  well-  demonstrated  need. 

To  these  ends  the  National  Association  of  Retail  Druggists  urges 
this  committee  and  Congress  as  a  whole  to  pass  no  law  or  adopt  no 
procedure  which  will  unduly  restrict  patient  choice  or  professional 
function.  Since  this  program  is  prompted  by  humanitarian  considera- 
tions, it  should  assiduously  shun  the  imposition  of  program  mandates 
for  personal  desire.  If  medical  care  can  be  extended  to  the  aged  only 
at  the  sacrifice  of  their  personal  freedom,  then  the  price  is  too  high. 
If  this  program  intends  to  meet  the  familiar  tests  of  economic  re- 
sponsibility, it  should  be  painstakingly  designed  to  offer  the  fullest 
extent  of  flexibility  consistent  with  prudent  management  of  public 
funds. 

And,  last  of  all,  this  program  has  the  opportunity  to  make  a  positive 
contribution  to  the  overall  health  of  our  Nation  and  to  the  vigor  and 
viability  of  the  American  business  system.  To  do  so  it  must  avoid 
interposing  functional  classifications  or  geographic  distinctions  which 
will  unequally  confer  advantages  on  some  while  depriving  others. 
^  Our  existing  health  facilities  are  national  in  scope  and  propor- 
tionally distributed.  Any  national  program  in  the  field  of  health 
should  begin  with  knowledge  and  appreciation  of  this  fundamental 
resource  and  then  direct  its  attentions  to  more  efficient  utilization  of 
the  many  elements  which  comprise  the  Nation's  health  facilities,  al- 
ready extant. 

Senator  Anderson.  Doctor,  you  say : 

We  think  there  are  no  benefits  to  be  gained,  and  substantial  hazards  to  be 
calculated,  in  supplanting  the  attention  of  a  patient-selected  physician  with  a 
program-authorized  physician  in  a  designated  institution. 
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Do  you  find  anything  in  the  bill  which  says  a  man  cannot  have  his 
own  doctor? 
Mr.  KooKE.  I  do  not  think  so,  Senator. 

Senator  Anderson.  What  do  you  mean  by  "patient-selected  physi- 
cian with  a  program-authorized  physician"?  You  can  answer,  you 
have  been  identified  for  the  record,  Mr.  Waller. 

Mr.  RooKE.  We  feel  that  some  of  these  older  people  have  their  own 
physicians  who  have  been  treating  them  for  years,  and  that  they  should 
be  alloAved  to  be  treated  by  that  same  physician  rather  than  those  who 
may  be  designated  by  the  hospital. 

Senator  Anderson.  What  do  you  find  in  the  bill  that  would  stop 
them? 

Mr.  RooKE.  Well,  we  are  afraid  that  there  might  be,  some  wa}^,  a 
program- selected  physician  rather  than  a  patient-selected  physician. 

Senator  Anderson.  Point  to  the  language,  will  you  please. 

Mr.  Waller.  Mr.  Chairman,  actually  what  we  are  pointing  out  here 
is  that  we  are  in  agreement  with  the  philosophy  of  the  bill  in  the  sense 
it  does  not  do  this. 

Senator  Anderson.  Thank  you.  It  was  not  apparent  from  the  lan- 
guage. 

Mr.  Waller.  That  was  our  conclusion.   It  was  not  a  statement  of 
fact  by  any  means.  We  agree  with  this  principle. 
Senator  Anderson.  Thank  you. 
Senator  Bennett? 
Senator  Curtis  ? 
Senator  Douglas  ? 

Senator  Douglas.  This  point  leads  me  to  ask  another  question.  You 
pay  tribute  to  the  humanitarian  purposes  behind  the  bill,  and  then 
you  lay  down  a  series  of  general  considerations  which  you  think  ought 
to  be  included,  with  most  of  which,  if  not  all,  I  find  myself  in  agree- 
ment. But  somehow,  you  give  the  impression  and  the  implication 
that  the  bill  does  not  meet  these  considerations. 

As  the  Senator  from  New  Mexico  has  pointed  out,  the  provision  for 
the  deductible  is  intended  to  diminish  any  tendency  to  use  the  hospitals 
unduly,  and  very  certainly  there  is  a  free  choice  of  physician  rather 
than  a  dictated  choice  of  physician  under  the  supplementary  plan.  So 
I  want  to  come  to  another  question.  Do  you  support  the  bill  in  its 
present  form  or  are  you  opposed  to  the  bill  ? 

Mr.  Rooke.  We  are  m  agreement  with  the  humanitarian  concepts 
of  the  bill.  Senator. 

Senator  Douglas.  Suppose  you  are  a  Member  of  the  Senate.  Would 
you  vote  for  the  bill  in  its  present  form  or  would  you  vote  against 
the  bill  ?  The  druggists  are  a  very  powerful  force  in  the  country  not 
only  because  of  their  good  service  but  also  because  of  the  general  in- 
fluence which  they  have  on  their  patrons.  In  the  present  form  would 
you  vote  for  the  bill  ? 

Mr.  RooKE.  Senator,  I  think,  speaking  personally  only,  I  would  vote 
against  it  in  its  present  form. 

Senator  Douglas.  You  would  vote  against  it. 

Mr.  RooKE.  In  its  present  form. 

Senator  Douglas.  Now,  let  me  ask  you  this  question.  Section  1861 
(t)  gives  the  definition  of  drugs  and  biologicals.    You  quoted  it  in 
your  statement.  Do  you  find  that  definition  satisfactory  or  would  youi 
like  to  have  it  changed  ? 

47-140— 65— pt.  2  4 


572 


SOCIAL  SECURITY 


Mr.  EooKE.  We  were  suggesting,  Senator,  some  changes  here,  I  be- 
lieve, in  our  supplemental  report. 

Senator  Douglas.  Yes.  What  specific  changes  do  you  recommend  ? 
You  inserted  those  with  your  testimony. 

Mr.  Waller.  We  are  suggesting  there  should  be  amendments  to  the 
definition  of  drugs  and  biologicals. 

Senator  Douglas.  Yes.  But  what  type  of  amendments  ? 

Mr.  Waller.  We  are  suggesting  that  part  of  the  language  that  is 
there  is  inclusive  enough.  The  purpose  of  the  amendment,  as  we  see 
it,  should  be  that  the  doctor  should  have  the  opportunity  to  prescribe 
what  drug  he  thinks  is  necessary  for  his  patient. 

Senator  Douglas.  What  is  practically  involved  in  this  ?  Is  this  a 
question  of  the  brand  names  ?  Would  you  like  to  have  the  brand  name 
drugs  included  ? 

Mr.  Waller.  Part  of  it  may  very  well  be  the  question  of  brand 
names,  as  to  the  fact  that  if  a  doctor  believes  a  certain  brand  is  better 
than  a  generic,  that  he  may  think  of,  then  he  should  have  the  right  to 
rely  on  that  brand. 

Senator  Douglas.  That  is,  to  prescribe  Anacin  and  Miltown  ? 

Mr.  Waller.  Yes,  possibly,  Miltown,  Anacin. 

Senator  Douglas.  Is  it  true  that  the  contents  of  these  brand  name 
drugs  are  identical  with  the  generic  terms  used  in  the  U.S.  Pharma- 
copoeia or  the  National  Formulary  ? 

Mr.  Waller.  Well,  there  is  quite  a  history  based  on  what  is  meant 
by  therapeutic  equivalents  and  generic  equivalents.  In  fact,  the 
Government  itself,  the  FDA,  does  not  agree  that  there  is  such  a  thing 
as  generic  equivalent  completely. 

Senator  Douglas.  Is  it  true  that  the  chemical  composition  of  many 
of  these  preparations,  such  as  Miltown,  Anacin,  and  the  rest,  are 
identical  with  the  generic  definitions  given  in  the  U.S.  Pharma- 
poeia  ? 

Mr.  Waller.  Senator,  it  cannot  be  answered  on  that  basis  alone. 

Senator  Douglas.  Please  answer  my  question.  Is  it  true  that  the 
chemical  composition  of  these  products  sold  under  brand  names  is 
identical  with  the  generic  terms  as  covered  in  the  U.S.  Pharmaco- 
copoeia  ? 

Mr.  Waluer.  Not  necessarily  completely  because  there  may  have 
been  certain  items  in  there,  buffering  compounds,  certain  sustaining 
compounds,  certain  catalytic  compounds  that  will  make  a  difference 
in  the  type  of  product  that  you  are  using. 

Senator  Douglas.  Is  Anacin,  for  instance  

Mr.  Waller.  I  do  not  know  the  exact  composition  of  Anacin. 

Senator  Douglas.  Is  it  not  true  that  it  is  identical  

Mr.  Waller.  With  what?  ^ 

Senator  Douglas  (continuing).  With  the  definition  of  a  multisyl- 
labic compound  listed  in  the  U.S.  Pharmacopoeia  ? 

Mr.  RooKE.  Senator,  the  Pharmacopoeia  allows  a  variation  one 
way  or  another,  and  the  generic  may  be  5  percent  in  some  and  maybe 
as  much  as  7  percent  in  some  stronger,  under  or  over,  whereas  the 
brand  names  are  standardized  in  strength. 

Senator  Douglas.  Is  it  not  also  true  while  there  is  either  no  differ- 
ence or  insignificant  differences  in  the  chemical  composition,  that 
there  is  a  tremendous  difference  in  the  price  ? 
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Mr.  EooKE.  Yes,  sir.    That  is  correct  in  some  instances. 

Senator  Douglas.  In  some  cases  the  price  of  the  branded  article  is 
10  or  15  times  the  price  of  the  chemical  compomid,  isn't  that  true  ? 

Mr.  EooKE.  There  are  a  lot  of  physicians  who  adhere  to  the  brand 
names,  and  personally  as  a  pharmacist,  I  have  confidence  in  them. 

Senator  Douglas.  Traditions. 

Mr.  RooKE.  Yes,  sir.  A  personal  note,  personally,  myself,  I  do,  too, 
if  I  am  sick.   I  want  to  be  on  the  mark,  not  a  variation. 

Senator  Douglas.  You  are  a  registered  pharmacist,  are  you  ? 
Mr.  RooKE.  Yes. 

Senator  Douglas.  And  you  are  able  to  tell  what  the  chemical  com- 
positions of  these  compounds  actually  are,  isn't  that  true  ? 

Mr.  RooKE.  We  could  if  we  took  the  time  to  analyze  it. 

Senator  Douglas.  So  you  are  able  to  look  behind  the  brand  names. 
You  do  not  have  to  mix  these  compounds,  do  you  ? 

Mr.  RooKE.  No. 

Senator  Douglas.  You  can  purchase  them  wholesale. 

Mr.  RooKE.  Many  of  them,  most  of  them,  are  already  compounded. 

Senator  Douglas.  It  makes  a  great  deal  of  difference  in  price.  You 
have  seen  the  comparisons. 

Mr.  RooKE.  There  is  also  a  great  deal  of  difference  in  the  stability  of 
some  of  these  products,  the  life  of  them,  the  brand  names  seem  more 
stable. 

Senator  Douglas.  Is  the  life  of  the  brand  named  product  longer  than 
the  life  of  the  chemical  product  ? 
Mr.  RooKE.  Yes. 

Senator  Douglas.  Have  you  proven  that  ? 

Mr.  RooKE.  We  have  seen  it  in  those  preparations  on  our  counters 
where  some  generic  drugs  become  discolored  or  develop  an  odor,  de- 
compose to  some  extent,  we  have  seen  that. 

Senator  Douglas.  Thank  you. 

Senator  Axderson.  What  you  have  said  here  is  you  want  that  por- 
tion taken  out  that  permits  approval  by  the  pharmacy  and  drug 
therapeutic  committee  of  a  hospital.  You  want  only  the  things 
that  are  in  the  I^ational  Formulary  that  should  be  sold,  isn't  that  right  ? 

Mr.  RooKE.  We  want  the  physicians  to  have  free  choice  of  prescrib- 
ing those  drugs  he  thinks  his  patients  need. 

Senator  Andeesox.  You  do  not  want  the  local  hospital  to  say  any- 
thing about  it. 

Mr.  Waller.  We  believe  that  what  you  have  in  your  definition  of 
drugs  and  biologicals,  without  the  approval  of  the  so-called  pharmacy 
and  the  drug  therapeutic  committee,  is  complete  in  itself.  You  may 
decide  that  you  want  to  elaborate  on  it,  but  in  itself  you  are  saying 
that  most  of  these  items  are  already  included,  so  there  is  no  question 
about  drug  restriction. 

Senator  Axderson.  If  it  is  included,  why  does  it  hurt  to  mention 
them  again  ? 

Mr.  Waller.  I  am  sorry,  ISIr.  Chairman. 

Senator  Axdersox.  If  they  are  included  why  does  it  hurt  to  mention 
them  again?  Don't  you  trust  the  therapeutic  committee  of  a  small 
hospital  ? 

Mr.  Waller.  The  compendia  listed  in  the  bill  limits  and  restricts 
the  use  of  drugs.  The  basic  reason  for  the  therapeutic  committee  is  not 
to  determine  whether  a  drug  is  good  or  anj^thing  else.  They  are  trying 
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to  restrict  a  group  of  drugs  that  the  hospital  pharmacist  can  dispense. 
This  is  the  point  of  the  therapeutics  committee. 

Senator  Anderson.  What  does  the  language  mean  ?  The  first  part 
says  the  National  Formulary,  doesn't  it  ? 

Mr.  Waller.  Yes. 

Senator  Anderson.  Or  as  are  approved  by  the  pharmacy  and  drug 
therapeutic  committee  or  equivalent  committee  of  the  medical  staff 
of  the  hospital  furnishing  such  drugs  and  biologicals.  So  these  are 
extra  things  that  are  not  in  the  f ormiilary  as  long  as  they  are  approved, 
there,  isn't  that  right  ? 

Mr.  Waller.  Well,  in  our  opinion  

Senator  Anderson.  Will  you  please  answer  the  question. 

Mr.  Waller.  I  am  sorry,  I  did  not  hear  it. 

Senator  Bennett.  May  I  ask  a  question,  Mr.  Chairman?  Is  the- 
purpose  of  an  approved  list  in  a  hospital  to  restrict  the  variety  of  more 
or  less  identical  item  which  the  hospital  pharmacy  must  carry  so  that 
it  will  have  a  much  smaller  stock  than  would  be  available  in  a  drug 
store? 

Mr.  Waller.  That  is  definitely  one  of  the  purposes,  yes.  In  other- 
words,  it  creates  a  double  standard  in  the  hospitals  against  a  pharmacy 
which  is  required  to  carry  a  complete,  full  line. 

Senator  Bennett,  It  seems  to  me  there  is  an  economic  factor  here.. 
The  hospital  does  not  want  to  carry  a  complete  list,  so  they  restrict  the- 
list  for  the  sake  of  their  investment. 

Mr.  Waller.  Yes,  sir. 

Senator  Bennett.  And  to  the  extent  that  that  is  the  reason  it  seems 
to  me  it  should  not  be  supported  by  this  principle  of  law.  In  other 
words,  a  physician  should  not  be  denied  the  right  to  change  a  particu- 
lar medicine  simply  because  the  hospital  decides  it  does  not  want  to. 
carry  that  medicine  for  economic  reasons. 

Mr.  Waller.  That  is  very  well  said.  Senator. 

Senator  Anderson.  I  hope  you  examine  it  because  you  just  got 
through  saying  the  opposite  of  what  you  believe. 
Mr. Waller,.  Pardon? 

Senator  Anderson.  You  believe  we  should  take  out  that  part  which: 
gives  the  drug  and  therapeutic  committee  a  chance  to  include  the 
things  not  carried  in  the  formulary  ? 

Senator  Bennett.  It  is  the  other  way  around. 

Mr.  Waller.  We  are  suggesting  that  you  take  that  language  out. 

Senator  Anderson.  When  you  take  it  out,  you  therefore  put  it  back 
to  the  things  in  the  formulary ;  isn't  that  right  ? 

Mr.  Waller.  It  will  be  back  so  that  the  drugs  and  biologicals  can 
include  anything  that  the  doctor  may  prescribe.  We  want  the  doctor 
to  have  complete  freedom  of  choice,  and  we  do  not  want  the  hospitals 
to  be  in  a  position,  or  the  institutions  to  be  in  a  position,  to  restrict 
the  doctor  or  the  hospital  pharmacist  for  that  matter  in  this  particular 
picture. 

Senator  Anderson.  I  wish  you  would  read  it  again  some  time  be- 
cause some  of  the  doctors  think  the  reverse.  This  says  you  can  only 
take  those  things  which  are  in  the  formulary  or  in  the  pharma- 
copoeia, and  then  it  says  or  those  that  are  approved  by  the  pharmacy 
or  the  drug  therapeutic  committee  of  the  medical  staff  of  the  hospital,. 
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and  you  are  saying  they  are  not  to  be  allowed  to  do  these  things,  take 
the  medical  staff  out,  and  just  things  that  are  in  the  formulary;  isn't 
that  what  you  are  saying  in  your  amendment  ? 

Mr.  Waller.  Mr.  Chairman,  the  basic  purpose  of  this  language,  as 
I  see  it  

Senator  Anderson.  Never  mind  the  basic  purpose ;  isn't  that  what 
you  are  saying  in  this  amendment  ? 

Mr.  Waller.  Correct ;  I  agree  with  you. 

Senator  Anderson.  All  right ;  thank  you. 

Mr.  Waller.  I  am  sorry  I  did  not  hear  all  your  questions. 

Senator  Anderson.  Are  there  other  questions  ? 

Mr.  KooKE.  Mr.  Chairman,  this  committee  does  not  comprise  the 
entire  staff  of  the  hospital.  This  committee,  which  decides  how  many 
drugs  can  be  stocked  by  the  dispensary,  does  not  reflect  the  opinion  of 
all  the  physicians  that  visit  the  hospital. 

Senator  Anderson.  Are  there  additional  questions?  Thank  you 
very  much. 

Mr.  Harlow. 

STATEMENT  OF  ARTHUR  H.  HARLOW,  JR.,  PRESIDENT,  GROUP 
HEALTH  INSURANCE  OF  NEW  YORK,  INC. 

Mr.  Harlow.  Mr.  Chairman  and  gentlemen,  I  am  president  of 
Group  Health  Insurance  of  New  York,  Inc.,  known  as  GHI,  the 
largest  independent,  nonprofit  medical  care  insurance  organization  in 
the  United  States  that  offers  its  subscribers  free  choice  of  doctors.  We 
now  insure  almost  900,000  people  and  process  more  than  40,000  claims 
per  week. 

We  are  a  consumer-oriented  plan.  Our  bylaws  require  that  no  more 
than  half  the  members  of  our  board  of  directors  may  be  doctors.  We 
have  successfully  served  for  27  years  as  a  quasi-public  intermediary 
between  the  buyers  and  providers  of  service. 

I  am  pleased  to  testify  in  favor  of  the  bill  now  before  your  com- 
mittee. We  recognize  that  private  plans  have  not  been  able  adequately 
to  finance  the  medical  needs  of  the  aged.  GHI,  over  the  years,  has 
made  a  number  of  special  provisions  for  the  aged  but  these  have  not 
been  enough.  Financial  resources  of  those  over  65  are  obviously  inad- 
equate.   Involvement  of  the  Federal  Government  is  essential. 

We  hope,  furthermore,  that  just  as  the  original  social  security  pen- 
sion allow^ances  stimulated  the  development  of  private  pension  plans, 
the  bill  before  you  will  foster  urgently  needed,  comprehensive  medical 
care  insurance  in  the  voluntary  area — not  only  for  those  over  65. 

Naturally,  we  do  not  believe  that  the  bill  as  submitted  is  perfect, 
nor  for  that  matter,  was  perfection  probably  true  of  any  other  legisla- 
tion that  was  originally  introduced  into  a  new  field. 

We  believe  one  needed  improvement  is  the  inclusion  in  part  A  of 
certain  in-hospital  specialist  services,  as  recommended  by  the  Secretary 
of  Health,  Education,  and  Welfare.  In  addition,  we  regret  the  exclu- 
sion of  preventive  medicine  and  the  inclusion  of  coinsurance  and  such 
a  substantial  deductible.  The  purposes  of  comprehensive  medical  care 
insurance  plans  has  always  been  to  eliminate  the  financial  barrier  be- 
tween the  patient  and  the  care  he  needs.  A  deductible  is  just  such 
a  barrier. 
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Most  important,  however,  is  our  conviction  that,  if  this  government 
program  is  to  function  at  its  highest  possible  level  of  usefulness,  it 
should  make  maximum  use  of  the  strengths  of  the  private  sector. 
Competition  among  private  plans  has  resulted  in  progress  toward 
control  of  costs,  prevention  of  overutilization,  and  prompt  effective 
administration.  Medicare  should  profit  from  continuing  competition. 

In  section  1842,  the  bill  provides  that  "the  Secretary  shall  to  the 
extent  possible  enter  into  contracts"  with  "carriers"  to  administer 
part  B.  What  may  not  be  clear  and  what  we  hope  your  committee 
report  will  clarify  as  a  matter  of  legislative  intent,  without  necessarily 
amending  the  bill,  is  that  the  Secretary  should  deal  where  possible  with 
moi'e  than  one  carrier  in  a  given  geographic  area. 

There  would  be  many  advantages  to  competition  between  carriers 
in  an  area.  First,  yardsticks  of  the  cost  of  administering  benefits  can 
be  created.  For  example,  judging  by  reports  filed  with  the  Kew  York 
State  Department  of  Insurance,  it  costs  GHI  about  half  what  it  costs 
its  local  nonprofit  competitor  to  process  a  claim. 

Second,  by  using  experienced  carriers,  existing  procedures  for  the 
control  of  overcharging  and  overutilization  would  be  included  in  the 
Federal  program. 

To  illustrate,  GHI  uses  electronic  machinery  to  check  on  the  number 
of  services  for  which  payment  should  be  made  according  to  standards 
established  for  each  diagnosis.  Specialist  consultations  are  arranged 
in  questionable  cases. 

Most  important,  more  than  10,000  doctors  have  agreed  to  limit  their 
fees  to  the  moderate  amounts  paid  by  GHI.  Such  existing  arrange- 
ments will  limit  fee  levels  more  effectively  than  will  the  mere  phrases 
"reasonable  costs"  or  "reasonable  charges"  now  in  the  bill.  Consumer- 
oriented  organizations  have  historically  been  the  most  vigorous  and 
effective  in  developing  techniques  to  maintain  control  of  costs. 

That  competition  among  carriers  is  administratively  practical  is 
j)roven  by  the  large  number  of  such  programs  already  in  effect.  A 
list  of  some  of  the  larger  choice  programs  in  which  GHI  participates 
is  attached.  More  than  750,000  people  in  the  New  York  area  are  in- 
cluded. Of  greatest  hiterest  to  the  committee,  perhaps,  is  the  inclusion 
on  that  list  of  the  Federal  employee  program,  as  well  as  those  of 
State  and  city  employees.  So  far  as  we  know,  in  every  case  where 
choice  has  been  offered,  it  has  worked  out  to  the  satisfaction  of  all 
concerned. 

GUI  is  only  one  plan  and  New  York  is  only  one  area  where  com- 
petition between  established,  substantial,  and  experienced  agencies  is 
possible.  We  hope  that  your  committee  will  recommend  that,  wher- 
ever it  can  be  done,  these  independent  plans  be  incorporated  into  the 
program.  Administration  of  part  B  should  not  be  turned  over  com- 
pletely to  representatives  of  the  profferers  of  services,  like  Blue  Shield, 
or  to  the  commercial  insurance  industry.  The  independent,,  nonprofit 
plans  will  bring  to  medicare  the  beneficial  results  of  private  com- 
petition. 

(The  attached  follows:) 
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Group  Health  Insurance,  Inc. — List  of  Larger  Groups  With  Choice  Programs- 

Federal  employees. 

iNew  York  State  employees. 

New  York  City  employees. 

New  York  Post. 

Helena  Rubenstein,  Inc. 

The  American  News  Co.,  Inc. 

Taxi  industry. 

I. A.M.,  district  15  welfare  fund(  Machinists  Union). 

Painting  industry  insurance  fund. 

Milk  industry  welfare  fund. 

Ice  cream  industry  welfare  fund. 

Brewers  Board  of  Trade,  Brewery  Workers  welfare  fund. 
Actors  Equity  insurance  fund. 
New  York  Paper  Cutters  Union. 
Iron  Workers  welfare  pension  fund. 

Oflfice  Employees  International  Union,  Local  153  welfare  fund. 
Senator  Anderson.  Thank  you,  Mr.  Harlow. 

Were  you  here  earlier  when  we  were  talking  about  the  experience  of 
insurance  companies  when  Mr.  Eddy  was  on  the  stand  ? 
Mr.  Harlow.  Yes,  sir. 

Senator  Anderson.  I  do  not  think  you  have  time  to  do  it  now,  but 
is  there  any  possibility  that  you  might  take  a  look  at  part  B  and  give 
us  your  estimate  as  to  whether  or  not  the  premiums  to  be  provided 
are  adequate  for  the  service  to  be  rendered  or  is  that  outside  your  field 
of  activity  ? 

Mr.  Harlow.  No,  sir ;  I  think  I  can  speak  from  a  good  deal  of  ex- 
perience. The  benefits  of  our  plan  cover  an  unlimited  number  of  doc- 
tors' visits  to  the  home,  as  well  as  patients'  visits  to  the  doctor.  There 
is  one  variable  in  this  bill  that  is  pretty  hard  to  predict,  and  that  is  the 
level  of  fees.  Our  plan  pays  $4  for  an  office  visit  and  $6  for  a  visit  to 
the  home.  If  those  are  the  fees  to  be  paid,  $6  per  month  is  plenty.  If, 
however,  the  fees  that  are  payable  under  this  bill  go  up  substantially,, 
then  there  may  be  some  question  as  to  whether  the  $6  is  enough  or  not. 
But  if  the  fees  remain  at  anything  like  this  level  on  the  basis  of  our 
experience,  the  hundreds  of  thousands  of  people  paying  for  an  un- 
limited number  of  home  and  office  calls  and  ambulatory  diagnostic 
visits,  the  $6  is  adequate. 

Senator  Anderson.  Thank  you. 

Any  subsequent  ideas  you  have  on  that  we  would  be  very  happy  to 
have  because  you  are  serving  a  great  many  people,  and  I  understand 
serving  them  very  well,  and  I  would  be  happy  to  have  anything  if 
you  have  any  information  on  it. 

Mr.  Harlow.  I  would  be  glad  to  send  you  our  experience  on  it. 

Senator  Anderson.  It  would  be  very  useful,  I  think,  to  have. 

Senator  Curtis.  May  I  ask  one  question  ? 

Are  most  of  the  people  that  you  insure  employees? 

Mr.  Harlow.  Yes,  sir ;  we  only  enroll  employed  groups.  ^Ylien  peo- 
ple leave  those  groups  they  can  maintain  their  insurance  on  an  indi^dd- 
ual  basis,  and  we  have  many  thousands  of  retirees  who  have  left 
employment. 

Senator  Curtis.  That  is  all. 

Senator  Anderson.  You  mentioned  the  fact  of  competition.  Do 
you  compete  for  these  groups  you  now  have  covered  like  American 
News,  taxi  industry,  machinists,  and  so  forth  ? 
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Mr.  Harlow.  All  those  groups  that  are  listed  there,  sir;  each  in* 
dividual  member  of  the  group  has  a  choice  of  carriers.  The  two  most 
recent  in  New  York,  the  taxi  industry,  where  we  competed  against  the 
health  insurance  plan  and  Blue  Shield,  and  we  got  the  most  of  the 
three,  then  the  city  employees  of  the  city  of  New  York,  where  we  got 
twice  as  many  as  Blue  Shield. 

Senator  Anderson.  Now  then,  when  this  group  was  up  for  bidding, 
did  HIP  submit  a  bid  and  did  you  submit  a  bid  also  ? 

Mr.  Harlow.  We  all  offered — they  have  a  choice  of  three  plans  as 
described  in  centrally  designed  literature.  They  can  buy  HIP,  Blue 
Shield,  or  GHI  coverage.  Of  the  individual  members  of  the  last  two 
groups  we  have  gotten  substantial  majorities. 

Senator  Anderson.  And  you  are  suggesting  wherever  it  is  possible 
to  get  competition  and  bidding  for  this  service  there  should  be  com- 
petition ? 

Mr.  Harlow.  Absolutely.  These  groups  should  be  open  to  choice. 
As  a  rule,  choices  are  opened  again  for  group  members  every  year  or 
a  year  and  a  half  and  the  fact  that  the  insurance  carriers  are  on  the 
spot,  I  think  tends  to  make  them  peform  more  effectively. 

Senator  Anderson.  I  am  not  trying  to  commit  the  committee  on  this, 
but  would  you  mind  sending  down  to  me  the  bidding  on  these  two  con- 
tracts that  you  mentioned  where  you  and  HIP  and  Blue  Shield 
competed  ? 

Mr.  Harlow.  Certainly,  sir. 

Senator  Anderson.  I  would  appreciate  it. 

Mr.  Harlow.  Very  glad  to. 

(The  following  letter  was  subsequently  submitted  for  the  record. 
The  attachments  referred  to  in  the  letter  were  too  voluminous  for  in- 
clusion in  the  printed  record  and  were  made  a  part  of  the  committee 
files.) 

Group  Health  Insurance, 
New  York,  N.Y.,  May  IJf,  1965. 

Mrs.  Elizabeth  B.  Springer, 
Chief  Clerk,  Senate  Committee  on  Finance, 
New  Senate  Office  Building, 
Washington,  D.C. 

Dear  Mrs.  Springer  :  This  letter,  and  the  material  attached  hereto,  is  for- 
warded in  response  to  specific  requests  made  by  Senator  Anderson  during  the 
testimony  of  Arthur  H.  Harlow,  Jr.,  president  of  Group  Health  Insurance  of 
New  York,  before  your  committee  on  the  matter  of  H.R.  6675.  It  is  being  for- 
warded by  me  at  Mr.  Harlow's  request,  because  of  his  current  absence  due  to 
illness. 

Two  specific  areas  of  information  are  covered  : 

(1)  Examples  of  the  kind  of  materials  issued  to  eligible  subscribers  enrolling 
in  choice-of-plan  arrangements,  said  materials  being  those  issued  to  employees 
of  New  York's  taxi  industry  and  to  certain  employees  of  the  city  of  New  York. 
It  is  expected  that  the  city  group  will  shortly  include  all  of  its  290,000  employees. 

(2)  Based  on  experience  under  our  comprehensive  plans,  an  indication  of  why 
we  feel  that  the  estimated  $6  a  month  cost,  for  part  B  of  the  program,  is  actuarily 
sound. 

With  respect  to  (1)  above,  the  attached  packet  of  materials  include  the  cov- 
ering instructions  and  descriptive  brochures  which  were  distributed  to  members 
of  New  York  City  employee  group. 

Also  included  is  the  GHI  brochure  used  in  the  taxi  industry  situation.  The 
descriptive  materials  issued  in  that  case  by  the  other  participating  medical 
plans  followed  the  same  general  format. 

In  both  of  the  choice  situations  mentiolned  in  Mr.  Harlow's  testimony,  and 
referred  to  in  the  material  enclosed,  GHI's  program  was  chosen  by  a  greater 
number  of  enrollees  than  the  plan  offered  by  the  local  Blue  Shield  organization. 
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We  feel  that  with  appropriate  adjustment,  this  choice-of-plan  technique  would 
be  administratively  applicable  to  the  part  B  section  of  the  medicare  program. 

With  respect  to  item  (2)  covering  the  cost  question,  the  following  is  submitted  : 

The  highest  cash  claims  level  of  any  of  GHI's  retiree  groups  produced  an  utili- 
zation level  of  $77  per  annum  per  capita,  which  approximates  twice  the  level  of 
use  for  our  typical  employed  group  utilization. 

In  order  to  make  the  most  conservative  estimate,  we  assume  that  the  medicare 
program  part  B  utilization  level  would  be  approximately  2i/^  tim^  that  of  our 
active  group,  or  approximately  $100  per  annum  per  capita. 

We  estimate  that  the  cost  of  those  benefits  again  be  most  conservative,  which 
are  included  in  part  B,  but  which  are  not  ordinarily  part  of  our  medical  program 
(hospital  costs  for  psychiatric  care,  home-care  benefits,  and  benefits  for  cei*tain 
prosthetic  appliances)  to  be  an  additional  $15  per  annum  per  capita. 

From  this  total  cash  claim  cost  of  $115  we  deduct  $35  (rather  than  the  full 
$50)  which  represents  our  estimate  of  the  claims  cost  saving  resulting  from  the 
part  B  deductible  provided  in  the  bill. 

The  remaining  $80  per  annum  per  capita  cost,  which  is  the  product  of  an 
initially  conservative  estimate  as  to  the  value  of  benefits  and  a  conservative 
application  of  the  deductible,  can  be  further  reduced  as  a  result  of  the  20  percent 
coinsurance  feature,  leaving  a  net  cash  claim  cost  per  annum  of  $64  per  capita. 

Allowing  for  a  10-percent  charge  for  administrative  costs,  the  result  is  a  $70.40 
per  annum  cost  or  $5.87  per  capita  monthly. 

As  you  cam  see  from  the  foregoing,  assuming  that  doctor  services  are  rendered 
at  the  schedule  of  fees  outlined  in  the  attached  GHI  brochures,  the  $6  per  month 
cost  estimate  is  sound. 

Let  me  extend,  for  Mr.  Harlow  and  our  organization,  our  appreciation  for  the 
courtesy  shown  during  his  appearance  at  your  hearing.  If  we  can  be  of  any 
further  service  or  provide  any  additional  information,  we  are  at  your  disposal. 
Sincerely, 

John  G.  MoGabe. 

Senator  Anderson.  Senator  Douglas  ? 

Senator  Douglas.  I  was  much  interested  and  greatly  pleased  by 
your  endorsement  of  the  recommendation  of  Secretary  Celebrezze  and 
others  that  the  costs  of  the  hospital  services  of  medical  specialists, 
the  pathologists,  X-ray  men,  physical  medicine  services,  doctors, 
and  anesthetists,  be  covered  under  the  basic  hospitalization  plan  where 
the  hospital  normally  includes  these  costs  in  its  bill. 

Some  weeks  before  Secretary  Celebrezze  testified,  some  of  us  intro- 
duced an  amendment  to  provide  for  this,  and  I  would  appreciate  if  you 
would  look  it  over  and  see  whether  it  meets  your  approval. 

Senator  Anderson.  You  know  what  is  in  the  Douglas  amendment, 
do  you  not  ? 

Mr.  Harlow.  Yes. 

Senator  Anderson.  It  restores  the  original  King- Anderson  lan- 
guage. 

Mr.  Harlow.  I  think  it  is  a  fiiie  amendment. 
Senator  Douglas.  You  approve  it  ? 
Mr.  Harlow.  Yes. 

Senator  Douglas.  I  notice  that  one  of  your  patrons  is  Helena  Ruben- 
stein,  Inc.  This  is  an  organization  which  is  highly  conscious  of  beauty 
and  health,  is  it  not  ? 

Mr.  Harlow^  I  should  imagine  so. 

Senator  Douglas.  And  the  employees  of  that  organization  sell 
beauty  and  health  to  the  women  of  the  world,  isn't  that  true,  sir  ? 
Mr.  Harlow.  Yes. 

Senator  Douglas.  It  sells  them  to  the  affluent  women  of  the  world. 
Mr.  Harlow.  Yes.  sir. 
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Senator  Douglas.  Wliat  proportion  of  the  employees  of  Helena 
IRubenstein  subscri'be  to  your  group  health  insurance  plan  ? 

Mr.  Haelow.  a  rough  guess,  somewhere  between  85  and  90. 

Senator  Douglas.  So  that  they,  having  looked  the  field  over,  put 
their  bets  on  Group  Health,  is  that  right  ? 

Mr.  Harlow.  It  is  a  nice  way  to  say  it,  sir ;  yes. 

Senator  Douglas.  I  think  it  is  a  very  eloquent  tribute  to  you. 

Did  you  hear  the  testimony  of  the  very  fine  gentleman  from  Rich- 
mond representing  the  American  Retail  Druggists  Association,  sir  ? 

Mr.  Harlow.  Yes,  sir. 

Senator  Douglas.  In  his  supplementary  statement,  he  wanted  to 
have  brand  names  prescribed  by  physicians  more  or  less  mandated 
into  the  drug  section  of  the  bill  ? 

Mr.  Harlow.  Yes,  sir. 

Senator  Douglas.  Do  you  deal  with  hospital  insurance  or  just  medi- 
cal and  surgical  ? 

Mr.  Harlow.  Currently  just  for  doctors,  not  with  hospitals. 

Senator  Douglas.  Would  you  care  to  express  yourself  on  this  ques- 
tion, or  do  you  regard  it  as  outside  your  field  of  competence,  sir  ? 

Mr.  Harlow.  Yes ;  we  have  no  direct  experience  with  this  problem. 

Senator  Douglas.  Thank  you  very  much. 

Senator  Anderson.  Thank  you  very  much,  Mr.  Harlow.    We  shall 
expect  to  hear  from  you  some  more. 
Mr.  Cullen? 

STATEMENT  OF  GEOKGE  L.  CULLEN,  CHAIRMAN,  HOSPITAL  TASK 
FORCE,  COMMERCE  AND  INDUSTRY  COUNCIL,  GREATER  PHILA- 
DELPHIA CHAMBER  OF  COMMERCE,  PHILADELPHIA,  PA. 

Mr.  Cullen.  I  am  George  L.  Cullen,  superintendent  of  personnel 
administration  of  the  Strawbridge  &  Clothier,  a  complete  department 
store  organization  of  approximately  6,000  employees  in  7  locations. 
It  is  as  chairman  of  the  hospital  task  force  of  the  Greater  Philadelphia 
Chamber  of  Commerce  that  I  am  speaking  this  mxorning. 

Organized  7  years  ago  because  of  alarm  over  the  rising  costs  of 
medical  care  in  the  great  Delaware  Valley  of  Pennsylvania,  the  task 
force  during  recent  years  has  periodically  called  combined  meetings 
with  the  top  officers  of  the  Philadelphia  County  Medical  Society,  the 
Philadelphia  County  Osteopathic  Society,  Blue  Cross  of  Greater 
Philadelphia,  the  Delaware  Valley  Hospital  Council ,  and  the  Hospital 
Survey  Conunittee.  Through  its  task  force  the  chamber  has  urged 
and  supported  various  recommendations,  including  hospital  utiliza- 
tion committees  and  long-term  nursing  institutions,  to  help  assure  good 
medical  care  at  reasonable  cost.  The  work  of  the  task  force  was  rep- 
resented last  November  in  the  printing  and  distribution  of  14,000  cop- 
ies of  a  16-page  booklet  (copy  attached)  outlining  steps  which 
physicians  and  hospitals  could  each  specifically  take  to  help  achieve 
adequate  medical  care  at  reasonable  cost.  The  booklet  has  received 
national  recognition.  We  believe  w^e  have  an  informed  opinion  on 
the  subject  matter  of  H.R.  6675. 

(The  booklet  referred  to  follows :) 
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HOW  YOU  CAN  HELP  HOLD  DOWN  THE  RISING  COSTS  OF  HOSPITAL 

CARE 

A  Personal  Appeal  From  the  Greater  Philadelphia  Chaml)er  of  Commerce  Hospital 

Task  Force 

INDEX 

The  Problem. 

Efforts  To  Solve  It 

The  utilization  (or  bed-use)  committee. 

Preadmission  testing  (workups  before  admission). 

The  7-day  hospital  week. 

Hospital  services  in  the  home. 

Transfer  of  patients  to  a  convalescent  facility. 

The  use-analysis  program. 

Community  planning  in  hospital  construction. 

Summary. 

What  the  trustee,  administrator,  and  doctor  can  do  now. 
HOSPITAL  TASK  FORCE  OF  THE  CHAMBEK  OF  COMMERCE  OF  GREATER  PHILADELPHIA 

•Chairman,  George  L.  Cullen,  superintendent  of  personnel  administration,  Straw- 
bridge  &  Clothier. 

Arthur  R.  Boyd,  personnel  manager,  E.  F.  Houghton  &  Co. 

Frank  R.  Cadman,  director  of  personnel,  Temple  University  Medical  Center. 

George  E.  Deming,  Jr.,  personnel  manager,  Methodist  Hospital. 

George  C.  Foust,  vice  president.  Towers,  Perrin,  Forster  &  Crosby,  Inc. 

Edward  M.  Morgan,  Jr.,  manager,  insurance  department,  Rohm  &  Haas,  Inc. 

Walter  P.  Paul,  Jr.,  director  of  industrial  relations,  Philadelphia  Gas  Works 
Division,  UGI  Co. 

Robert  B.  Rogers,,  manager,  health  and  safety,  SKF  Industries,  Inc. 

Calvin  R.  Stafford,  director  of  industrial  relations,  the  Masland  Duraleather  Co. 

Gustave  L.  Vogt,  senior  research  assistant,  Atlantic  Refining  Co. 

The  Problem 

The  business  community  of  Metropolitan  Philadelphia  has  long  taken  a  just 
pride  in  its  hospital  system  in  which  more  than  $1  billion  has  been  invested.  It 
supports  the  hospitals,  serves  on  their  boards,  helps  raise  funds,  and  sponsors  in- 
surance programs  for  employees  to  make  immense  resources  available  for  patient 
care.    Without  such  help  many  of  our  institutions  would  have  ceased  to  function. 

While  this  interest  is  fundamentally  humanitarian  it  has  not  been  entirely 
without  other  motive.  The  preservation  of  the  best  medical  care  in  the  world 
is  basic  to  our  way  of  life.  Continuing  it  in  an  age  when,  increasingly,  strident 
voices  are  heard  urging  Government  intervention,  is  a  responsibility  resting 
heavily  on  the  hospital  trustee,  the  administrator,  the  doctor,  as  well  as  on  all  of 
us  who  can  offer  active  encouragement  to  voluntary  methods. 

Success  can  only  be  achieved  when  the  highest  quality  of  hospital  care  is  pro- 
vided at  the  lowest  possible  cost. 

Notadle  efforts  l)y  hospitals,  doctors 

Hospitals  here  are  engaged  in  a  variety  of  important  efforts  to  make  their 
dollars  go  further.  Working  through  the  Delaware  Valley  Hospital  Council  they 
have  set  up  central  agencies  for  purchasing  and  bad-debt  collection.  Many  have 
developed  progressive  or  intensive  care  units,  concentrating  personnel  in  the  most 
urgent  patient  areas.  Some  are  engaged  in  training  programs  to  help  supervisory 
personnel  make  more  effective  use  of  unskilled  employees,  who  constitute  the  bulk 
of  a  hospital's  corps  of  labor  as  well  as  its  wage  outlay.  At  the  same  time,  our 
local  and  State  medical  and  osteopathic  societies  have  put  their  shoulders  against 
the  rising-cost  wheel,  cooperating  with  hospitals  and  insurers  in  seeking  and  im- 
plementing ways  to  gain  the  most  value  from  the  medical  care  dollar.  Officers 
of  the  societies  have  urged  the  profession  to  set  up  hospital  utilization  commit- 
tees and  to  adopt  other  promising  measures  aimed  at  promoting  wisest  use  of 
health  services. 

*  *  *  Still,  costs  continue  to  soar 

Yet  in  spite  of  all  that  has  been  done  hospital  costs  continue  to  rise.  So  does 
the  use — probably  some  overuse  and  injudicious  use — of  hospitals.  And,  con- 
sequently, so  does  the  cost  of  hospital  insurance  since  rates  reflect  increases  in 
hospital  costs  as  well  as  extent  of  use  of  services  by  policyholders  or  subscribers. 
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The  hospital  task  force  of  the  Chamber  of  Commerce  of  Greater  Philadelphia — 
composed  principally  of  leaders  from  business,  working  with  representatives  from 
the  hospital  and  medical  community — has  been  studying  the  problem  for  6  years. 
They  fully  appreciate  the  two  basic  reasons  why  hospital  care  today  must  cost 
more  than  it  did  a  decade  or  even  5  years  ago. 

They  recognize  that  (1)  higher  costs  must  attend  technical  advances  in  medi- 
cine and  surgery;  (2)  hospital  people  should  receive  decent  wages.  We  can't 
turn  back  the  clock  here — nor  would  we  wish  to. 

But  additional  factors  generally  viewed  as  contributing  to  the  growing  bulge 
of  the  patient's  hospital  bill  can  and  should  be  managed.    Briefly  these  are — 

(3)  Unnecessary  hospital  admissions;  (4)  faulty,  ineflScient  use  of  hospital 
services  or  days  of  stay  due  to  poor  scheduling  or  weak  handling  of  the  patient 
case  because  of  adherence  to  outmoded  "system." 

(5)  Ineffective  employment  and  deployment  of  the  hospital's  army  of  unskilled 
help.  Too  often  this  is  responsible  for  the  rising  ratio  of  personnel  to  beds. 
("Let's  hire  a  half  dozen  more"  is  not  always  the  answer:  "Let's  better  train 
and  use  the  people  we  have"  makes  more  sense  in  cutting  down  expensive  turn- 
over.) (6)  Unnecessary  hospital  construction  and  interinstitutional  rivalry 
that  results  in  duplication  of  services  in  the  community. 

A  time  for  new  concepts 

The  chamber's  hospital  task  force  has  been  impressed  by  the  wealth  of  new 
ideas  abroad  in  the  hospital  field  today  indicating  that  leaders  are  alive  to  the 
costly  effect  of  the  above-mentioned  factors  and  are  trying  to  take  all  practical 
measures  to  control  them.  These  leaders  are  developing  new  concepts  of  han- 
dling patients.  They  are  introducing  interesting  practices  and  administrative 
innovations,  all  calculated  to  conserve  community  health  dollars.  They  are  lend- 
ing ear  to  helpful  suggestions  made  by  authorities  who  devote  all  their  time 
to  the  complexities  of  rising  hospital  costs. 

True,  some  of  the  programs  are  hardly  above  the  experimental  level.  But 
many  others  have  been  amply  field  tested  by  now  and  hold  great  promise  of 
whittling  away  at  one  edge  or  another  of  rising  costs. 

The  purpose  of  this  dooklet 

This  booklet  has  been  produced  in  the  interest  of  the  community,  and  particu- 
larly the  business  community.  It  offers  a  brief  r6sum^  of  some  significant  cost- 
control  programs  developed  here  by  individual  hospitals  and  their  doctors  with 
the  active  support  of  the  Delaware  Valley  Hospital  Council,  Philadelphia  County, 
and  suburban  county  medical  societies,  Philadelphia  County  Osteopathic  Society, 
Hospital  Survey  Committee,  Blue  Cross,  and  Health  Insurance  Council. 

All  of  these  programs  can  be  achieved  without  detracting  from  the  quality  of 
hospital  care  provided — in  fact  they  should  improve  it. 

Can  any  of  these  measures  be  applied  effectively  at  your  hospital  to  help  slow 
down  increases  in  costs  or  eliminate  unnecessary  use  of  services?  We're  not 
certain.  We're  only  certain  that  the  problem  is  a  very  serious  one  and  none  of 
us  can  afford  to  ignore  any  ideas  or  possibilities  that  can  help  stabilize  the 
costs  of  hospital  care. 

HOSPITAL  UTILIZATION    (OE  BED-USE)  COMMITTEES 

A  bed-use  committee  is  an  oflScial  group  of  doctors  from  the  medical  staff  of 
each  hospital  who  check  to  assure  that  each  day  of  care  in  the  hospital  is  med- 
ically significant  to  the  patient.  They  see  to  it  that  delays  in  needed  services, 
procedures,  and  final  discharge  are  avoided. 

The  introduction  and  success  of  this  program  rests  almost  entirely  on  a  hos- 
pital's medical  staff.  Its  committee  may  be  composed  of  up  to  a  dozen  doctors 
who  work  along  with  administrative  representation.  Gaining  medical  interest 
and  understanding  usually  grows  out  of  informative  meetings  of  physicians  and 
hospital  administrators  that  lead  to  an  appreciation  of  this  fundamental  question  : 
"What  is  the  best  way  to  give  every  patient  in  the  hospital  all  the  care  he 
needs  while  avoiding  unnecessary  admissions  and  unneeded  days  of  stay?" 

What  a  hed-use  committee  does 

Though  the  actual  system  may  vary  among  hospitals  that  adopt  the  bed-use 
committee  device,  this  basic  course  is  followed  under  the  committee's  continuous 
supervision : 

1.  All  admissions  are  subject  to  review  from  the  standpoint  that  no  patient 
should  be  in  the  hospital  on  any  day  r^of  medically  necessary.    If  his  case  could 
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be  handled  properly  on  an  out-patient  basis,  in  a  doctor's  office  or  in  a  hospital, 
his  dollars  (including  those  he  pays  for  insurance)  should  not  be  wasted  on 
needless  occupancy  of  an  expensive  facility. 

2.  At  admission,  each  case  is  evaluated  as  to  type  to  see  if  it  is  an  emergency, 
urgent,  or  elective.  Priority  is  assigned  accordingly.  This  means  the  hospital's 
beds  will  be  occupied  first  by  those  whose  need  is  greatest. 

3.  When  a  patient  ceases  to  be  an  "acute  case"  he  should  leave  his  hospital  bed 
for  a  less  costly,  nonacute  facility,  such  as  an  approved  nursing  home,  a  home  for 
the  aged,  or  his  own  home — perhaps  under  the  hospital's  formal  home-care  pro- 
gram if  his  condition  reauires  it. 

Medical  teamwork  can  he  effective 

Here's  how  the  utilization  committee  operates.  First,  it  scrutinizes  all  admis- 
sions to  make  sure  they  are  warranted.  Thereafter,  at  some  hospitals,  review- 
ing teams  of  doctors,  assigned  on  a  rotating  basis,  make  a  daily  check  of  patient 
medical  records  to  ascertain  whether  services  are  being  promptly  rendered  and 
wisely  used  and  that  stays  are  not  needlessly  prolonged.  These  physicians  may 
question  a  case  and  make  recommendations.  If  the  doctor  in  charge  of  the  case 
disagrees,  pro\i^ions  are  available  for  review  with  members  of  the  utilization 
committee. 

State  and  local  medical  and  osteopathic  societies  have  officially  endorsed  the 
desirability  of  establishing  a  bed-use  committee  as  an  integral  part  of  each 
medical  staff  at  all  hospitals.  Here  the  Philadelphia  County  Medical  Society 
has  applied  itself  diligently  to  the  creation  of  such  committees  in  every  hospital. 
The  Honorable  Arlin  M.  Adams,  Pennsylvania's  secretary  of  public  welfare, 
acting  for  the  Governor's  hospital  study  commission,  has  urged  that  such  pro- 
grams be  quickly  adopted. 

Hospitals  where  such  committees  have  been  set  up  report  varying  degrees  of 
success  in  holding  the  cost  line  and  eliminating  wasteful  practices. 

Medical  society  committee  will  assist 

If  your  hospital  has  not  yet  introduced  this  promising  program  you  should 
give  it  your  most  careful  consideration  at  this  time.  Dr.  William  Gash,  chairman 
of  the  Philadelphia  County  Medical  Society's  Hospital  Utilization  Committee 
has  been  holding  periodic  meetings  with  physician  representatives  of  utilization 
committees  throughout  the  area  and  would  be  glad  to  explain  how  such  a  com- 
mittee could  be  established  at  your  hospital.  Dr.  Gash  can  be  reached  through 
the  Philadelphia  County  Medical  Society. 

PREADMISSION  TESTING    (WORKUPS  BEFORE  ADMISSION) 

Ordinarily,  doctors  order  a  number  of  tests  for  their  patients  before  hospital 
treatment  or  surgery  is  undertaken:  X-ray,  blood  chemistry,  urinalysis,  electro- 
cardiogram, et  cetera.  Scheduling  and  performing  these  studies  are  often  quite 
time  consuming. 

Tests  do  not  begin  customarily  until  after  the  patient  has  been  admitted  to 
the  hospital.  Thus  the  patient  may  occupy  a  bed  for  several  days,  leaving  his 
room  only  now  and  then  for  a  test  until  diagnosis  is  completed.  For  each  of 
these  days,  hospitals  in  Greater  Philadelphia  charge  an  average  of  $41.16.  There 
is  evidence  that  needless  bed  occupancy  is  contributing  substantially  to  the  cost 
of  the  average  hospital  case. 

Outpatient  tests  lower  costs 

While  it  is  true  that  some  required  tests  must  be  performed  under  controlled 
conditions,  it  is  equally  true  that  many  examinations  can  just  as  accurately  be 
made  at  the  hospital  on  an  outpatient  basis  a  day  or  two  before  actual  admission. 
This  eliminates  useless,  costly  bed  occupancy  and  unnecessarily  prolonged  stays 
and  generally  works  to  the  convenience  and  financial  advantage  of  the  patient. 

Some  thoughtful  hospitals  here  have  already  introduced  a  program  that,  as 
a  matter  of  course,  calls  for  preadmission  testing  of  patients  whenever  practical. 
To  cooperate,  Blue  Cross  and  private  insurance  companies  make  special  arrange- 
ments to  cover  pretests  on  the  same  basis  as  after  hospital  admission. 

As  w^as  indicated  in  stating  the  problem  at  the  beginning  of  this  booklet, 
one  prime  factor  contributing  to  rising  hospital  costs  (by  prolonging  stays  un- 
necessarily) are  some  wasteful  days  of  patient  care  due  to  defects  in  the  hos- 
pital's system,  or  general  routine.  This  includes,  for  instance,  faulty  scheduling 
of  diagnostic  tests  and  examinations  and  delays  in  their  performance.  Pre- 
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admission  test  automaticaly  guarantees  that  this  kind  of  delay  won't  extend  a 
patient's  stay  since  the  tests  were  already  completed  before  the  stay  began. 

Pretest  in  ff  holds  promise 

The  Evening  Bulletin,  editorially  has  called  preadmission  testing  the  "potential 
key  to  solving  a  problem  for  which  Philadelphia  is  justly  infamous."  It  referred 
to  the  fact  that  the  average  length  of  a  hospital  stay  here  is  one  of  the  highest 
for  any  metropolitan  area  in  the  country. 

There  is  every  hope  that  the  general  practice  of  preadmission  testing  can  cut 
average  length  of  hospital  stajr  iir  onr  community  to  considerable  degree  and 
bring  it  in  more  favorable  comparison  with  other  metropolitan  areas.  Is  your 
hospital  looking  into  the  possibilities  of  this  program? 

THE  7-DAY  HOSPITAL  WEEK 

Except  in  the  handling  of  emergency  cases,  many  hospitals  on  Saturday  and 
Sunday  all  but  close  down  important  departments — such  as  operating  rooms  and 
those  providing  X-ray,  laboratory  examinations,  and  other  vital  anicillary 
services.    What  amounts  to  a  5-day  week  is  the  general  rule. 

Unfortunately,  as  some  authorities  are  now  pointing  out,  this  practice  does  not 
provide  the  most  efficient  use  of  the  most  expensive  part  of  a  hospital's  facilities. 
Many  patients  are  admitted  to  the  hospital,  on  the  order  of  their  doctors,  on 
Friday  or  Saturday,  even  though  the  necessary  tests  they  require  are  not  gen- 
erally available  until  some  time  on  Monday  morning. 

Not  just  your  chamber  of  commerce's  hospital  task  force  by  those  closer  to 
hospital  and  health  economics  have  become  increasingly  concerned  about  this 
costly  situation  with  hospital  charges  already  averaging  over  $41  a  day  and 
continuing  to  rise. 

Siiv-and  seven-day  week  spreading 

Eight  hospitals  here  now  operate  regularly  on  a  6-day  basis.  Another  has 
found  that  by  changing  from  a  5-day  week  to  a  6-day  and  finally  to  a  7-day  week, 
it  has  not  only  saved  money  for  patients  but  gained  income  for  the  hospital  as 
well.  It  even  schedules  weekend  surgery.  No  longer  does  valuable  equipment,- 
costing  many  thousands  of  dollars,  lie  idle  for  2  days  every  week.  No  longer  are 
there  Monday  morning  jam  ups  in  the  operating  rooms,  laboratory  and  X-ray 
departments.  No  longer  are  the  patients  remaining  in  bed  over  the  weekend 
Vvaiting  for  Monday's  action. 

What's  more,  this  hospital  has  not  only  leveled  off  "the  peaks  and  valleys"  of 
its  services  but  it  makes  better  use  of  its  personnel  and  has  avoided  the  need  for- 
adding  additional  help  in  the  expensive,  turnover  merry-go-round  described 
earlier,  a  leading  factor  in  rising  hospital  costs.  Just  as  important,  it  circum- 
vented a  need  to  construct  new  facilities,  now  unnecessary.  Last  year  it  in- 
creased its  operating  budget  by  $500,000  at  no  increase  in  patient  charges. 

Additional  benefits  of  longer  worJcweek 

Hospitals  suffering  a  chronic  "waiting  list"  problem  should  find  extension  of 
their  active  working  week  especially  beneficial.  So  would  the  cause  of  wise 
bed  use,  since  too  often  the  5-day  week  in  such  institutions  results  in  "bed  grab- 
bing." A  doctor  may  call  his  patient  on  ,a  Friday  to  say,  "I  know  you  didn't 
expect  to  enter  the  hospital  until  next  Monday,  which  ordinarily  would  be  better, 
but  I  can  get  a  bed  for  you  this  Saturday  or  Sunday  and  suggest  you  take  it- 
otherwise  you  run  the  chance  of  not  being  admitted  for  another  week  or  two." 
Thus  arises  another  case  of  the  costly  and  useless  "lost  weekend"  in  the  hospital. 

The  7-day  program  appears  to  be  particularly  applicable  to  hospitals  with  over 
200  beds,  for  in  these  the  employee  workweek  can  be  "staggered."  While  it  is  not 
difficult  to  convince  doctors  of  the  efficiency  of  the  7-day  week,  good  communi- 
cation with  the  employees  is  essential  in  developing  such  a  program.  In  the 
hospital  referred  to,  employees  continued  to  work  an  average  40-hour  week, 
received  a  moderate  increase  in  wages,  and  were  guaranteed  a  stretch  of  4  con- 
tinuous days  off  each  month. 

Advanced  thinking  is  essential 

Doesn't  this  seem  the  type  of  programing  that  can  help  reduce  costs  and 
heighten  efficiency,  improve  the  quantity  and  quality  of  medical  care,  and  lower 
the  average  length  of  patient  stay  in  almost  every  fairly  large  hospital  here— 
perhaps  yours?  The  business  community  is  counting  on  your  support  and 
encouragement  of  each  and  every  progressive  measure  that  will  lower  hospital 
costs  for  the  patient  and  tend  to  preserve  the  freedom  of  hopitals  and  medicine.. 
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HOSPITAL   SERVICES  IN   THE  HOME 

Some  large  hospitals  in  Greater  Philadelphia  have  started  pilot  programs  that 
make  better  use  of  their  facilities  (thus  avoiding  unneeded  construction)  by  this 
device : 

When  it  is  determined  that  a  patient  no  longer  benefits  appreciably  by  occupy- 
ing a  hospital  bed — although  he  still  may  require  some  hospital-type  services- 
he  is  discharged.  Then,  hospital  and  nursing  services  follow  him  into  his  own 
home.  Under  this  program,  where  home  care  is  applicable,  Blue  Cross  continues 
to  provide  benefits  as  the  patient  leaves  the  hospital  for  this  less  expensive 
service. 

The  cost  of  at-home  care,  no  matter  who  is  paying  for  it,  is  bound  to  be  approxi- 
mately one-quarter  or  even  less  of  that  for  inhospital  care. 

The  patient  benefits,  too 

What's  more,  there  are  other  advantges  of  this  program  from  the  patient'^ 
point  of  view.  The  relaxed,  less  regimented  and  familiar  environment  of  his  own 
home  often  hastens  recovery.  Prolonged  hospitalization  is  disturbing  not  only  to 
the  patient  but  also  to  his  family  which  is  usually  relieved  to  have  their  loved: 
one  back  home  where  they  can  contribute  personally  to  his  recovery.  They  are- 
encouraged,  also,  by  the  assurance  that  needed  hospital  services  are  available  in. 
the  home  along  with  immediate  readmission  to  the  hospital  if  necessary. 

Decision  for  the  transfer  from  hospital  to  home,  of  course,  rests  on  the  attend- 
ing physician,  along  with  the  hospital  program's  coordinator.  As  for  nursing 
service,  it  can  be  provided  by  either  the  hospital  or  a  visiting  nurse  association. 

As  required,  the  hospital  can  arrange  to  deliver  a  hospital  bed,  wheelchair,, 
oxygen  tent,  physical  therapy  tub,  fracture  equipment,  prescribed  medication, 
crutches,  et  cetera,  to  the  home,  and  even  transport  a  portable  X-ray  machine  or 
electrocardiogram  equipment,  along  with  the  personnel  to  operate  them. 

'What  ive  have  said  up  to  this  point 

All  that  is  needed  in  many  hospitals  to  bring  to  reality  such  challenging,  novel 
techniques  as  we  are  describing  is  a  recognition  that  money  savings  of  all  types 
must  be  made  for  the  patient  or  the  cost  of  modern  hospital  care — whether  out  of 
pocket  or  through  insurance  premiums — is  surely  going  to  soar  beyond  his 
reach. 

Some  people  see  socialized  medicine  as  the  only  solution.  Yet  it  need  not  be,  if 
voluntary  hospital  administration,  the  trustees,  and  medical  staff  will  jyool  their 
ingenuity  and  work  together  with  the  encouragement  of  their  community,  to 
promote  efficiency,  effect  economies  and  adopt  practical  ideas  that  will — with- 
out sacrificing  the  best  of  patient  care — see  to  it  that  hospital  dollars  are  always 
spent  most  wisely. 

TRANSFER  TO  A  CONVALESCENT  FACILITY 

What  to  do  with  patients  who  aren't  ill  enough  to  occupy  today's  costly  hospital 
accommodations  while  there  is  every  indication  that  the  minimum,  routine  care 
they  require — meals,  attendance,  varying  degrees  of  bed  rest,  medication,  occa- 
sional tests — could  easily  and  beneficially  be  provided  in  a  less  costly  accom- 
modation ? 

This  type  of  convalescent,  usually  of  older  years,  is  familiar  to  every  hospital 
administrator.  The  institution  can  do  little  more  for  him.  In  effect,  and  through 
no  fault  of  his  own,  he  is  misusing  hospital  services.  He,  or  she — and  their 
number  is  legion — is  adding  to  the  community's  cost  of  hospitalization.  Some- 
body is  carrying  this  patient  financially:  himself  (probably  unlikely)  or  rel- 
atives ;  Blue  Cross  or  insurance  companies,  or  the  State  or  the  hospital  itself. 

This  type  of  patient  belongs  in  a  convalescent  or  nursing  home  where  g^cost 
of  care — i>erhaps  $12  per  day — is_^approximjit,e]x,one-third  thjjj^  gen^  'ilios-^ 
pital  care.  Yet  the  hospital's  soHaFworker  finds  that  some  homes  won  C  take 
him  il  ne"5an  walk  about,  even  though  it  helps  his  recovery.  Complicating  the 
picture,  probably  he  and  his  family  are  not  familiar  with  the  availability  of 
alternate  facilities. 

What  some  hospitals  are  doing 

Isn't  the  challenge  of  such  problem  patients  worthy  of  management's  best 
abilities?  One  hospital  here  has  a  contractual  affiliation  with  a  convalescent 
home.  There  is  every  indication  that  such  facilities,  directly  connected  with  vari- 
ous hospitals,  will  multiply  conspiculously  in  the  next  year  or  two.  Meanwhile, 
numerous  hospitals  are  now  considering  formal  affiliation  with  some  of  the- 
region's  83  licensed  convalescent  homes. 
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Still  other  hospitals  are  coming  to  recognize — and  this  may  answer  a  number 
of  rising  cost  problems — that  one  or  two  of  its  wings  where  beds  are  idle  (per- 
haps maternity  or  pediatric  beds )  can  now  be  converted  to  less  expensive  facili- 
ties devoted  to  convalescent  care.  This  is  all  a  part  of  progressive  care  treat- 
ment, moving  a  patient  along  according  to  his  requirements. 

Nursing  beds  in  short  supply 

There  is  no  doubt  that  our  area  now  has  too  few  convalescent  beds  in  relation 
to  hospital  beds.  Or  in  relation  to  our  population,  for  which  the  convalescent 
need  is  rapidly  growing.  These  facts  are  frequently  commented  upon  by  compe- 
tent visitors  from  other  areas  and  verified  by  the  hospital  survey  committee. 
Yet  it  costs  only  around  $5,000  to  $7,000  to  bring  a  nursing  home  bed  into 
existence  as  compared  with  about  $30,000  for  a  hospital  bed. 

Perhaps  your  hospital  will  be  among  the  first  to  find  a  workable  day-to-day 
solution  to  the  facility-transfer  problem.  Potentially,  this  could  be  among  the 
most  practical  means  of  retarding  the  danger-laden  march  of  rising  hospital 
costs. 

THE  USE-ANALYSIS  PROGRAM 

Working  with  hospitals/doctors,  on  the  one  hand,  and  management/labor  on 
the  other.  Blue  Cross  here  has  introduced  a  unique  program  calculated  to  help 
curb  the  rising  costs  of  hospitalization  and  hospital  insurance. 

Routinely,  Blue  Cross  staff  reviewers  always  have  carefully  examined  the  hos- 
pital bills  submitted  for  each  subscriber-patient,  checking  the  services  used. 
Where  questions  arise  the  cases  are  turned  over  to  the  physicians'  review  board 
or  dental  review  board,  composed  of  prominent  practicing  doctors.  If  such  action 
is  warranted  they  may  disapprove  payment  of  the  bill. 

Now,  going  one  step  further,  for  companies  and  unions  that  have  asked  to 
participate  in  a  new  plan,  Blue  Cross  makes  a  special  study  in  representative 
samples  of  their  hospital  cases  to  see  what  happened,  medically,  day  by  day, 
during  the  admissions  to  determine  whether  an  admission  could  have  been 
handled  in  fewer  days — or  was  even  necessary  at  all. 

Report  to  management 

Questionable  cases  are  brought  to  the  attention  of  the  utilization  committee  or 
medical  staff  oflScers  at  the  hospital  involved.  A  general  report  finally  is  made  to 
the  interested  company  or  union. 

In  brief,  the  program  consists  of  immediate  notification  of  company  or  union 
by  Blue  Cross  when  one  of  their  group  is  hospitalized ;  completion  of  a  "utiliza- 
tion report  form"  by  the  patient  after  discharge  regarding  promptness  and  efll- 
ciency  of  service  during  his  stay ;  analysis  of  these  reports  by  a  Blue  Cross  doctor, 
and  then  consultation  at  the  hospital  if  overuse  or  inefllcient  use  of  Blue  Cross 
benefits  is  found. 

The  utilization  report  is  filed  by  the  patient,  after  discharge,  with  his  employer 
or  union.  All  reports  are  turned  over  to  Blue  Cross.  When  a  case  is  in  question, 
a  Blue  Cross  registered  nurse  visits  the  hospital  and  brings  back  a  copy  of  the 
patient's  medical  record  for  a  Blue  Cross  physician's  detailed  study. 

The  search  for  costly  delays 

What  Blue  Cross  is  looking  for,  particularly,  is  whether  a  hospital  stay  was 
abnormally  long  for  a  particular  diagnosis  and  what  brought  this  about.  It  is 
interested  in  cases  where  there  were  unnecessary  delays  such  as  an  undue  time 
lag  in  ordering  or  actually  performing  tests  and  treatments;  or  in  scheduling 
and  performing  surgery.  Finally,  Blue  Cross  wants  to  know  whether  there  was 
unnecessary  delay  in  discharging  the  patient  once  he  was  well  enough  to  leave. 

Such  Dractices,  of  course,  can  lengthen  the  patient's  hospital  stay  and  swell  the 
cost  of  r^-  hospital  care. 

Aft^  "^^i  sufficient  number  of  analyzed  cases  are  accumulated  to  indicate  a 
pattern  for  an  individual  hospital,  Dr.  William  Benson  Harer,  Director  of  Medi- 
cal Affairs  for  Blue  Cross,  writes  to  the  doctor  who  is  chairman  of  the  hospital's 
"utilization  committee" — if  one  has  been  established ;  otherwise,  to  the  chief  of 
the  medical  staff.  Dr.  Harer  requests  an  appointment  to  discuss  the  case  findings 
with  representatives  of  the  hospital's  medical  staff  and  administration.  A  list 
of  cases  is  sent  to  the  hospital  in  advance  for  its  examination. 

Working  for  improved  paterns 

Under  this  program.  Blue  Cross  merely  uses  a  case  as  a  vehicle  for  getting  at 
the  pattern  of  delays  in  that  particular  institution ;  to  demonstrate  how  a  Blue 
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Cross  patient  could  possibly  have  gone  home  a  day  or  two  sooner — and  money 
saved/ 

Constructive  discussions  center  on  how  delays  can  be  avoided  in  the  future. 
Medical  staff  members  frequently  have  useful  suggestions  for  improvement  which 
it  would  be  diflBcult  for  "outsiders"  to  make. 

Although  the  program  has  been  in  operation  only  a  short  time  it  already  applies 
to  some  160,000  working  people  and  their  dependents  associated  with  175  com- 
pany or  union  groups  here.  Since  management  and  labor  have  negotiated  to  pay 
the  costs  of  hospital  insurance — no  small  bill  today — they  want  increasing  assur- 
ance that  their  moneys  are  wisely  spent  and  all  doubtful  factors  looked  into  that 
tend  to  swell  costs. 

If  you  are  a  trustee  and  businessman,  perhaps  you  may  want  to  get  in  touch 
with  your  Blue  Cross  or  insurance  representative  and  learn  how  your  company 
may  participate  in  the  program.  Private  insurance  companies  are  also  actively 
participating  in  utilization  control.  If  you  are  a  doctor  or  hospital  administrator, 
won't  these  programs  aid  you  substantially  in  improving  patient  care? 

COMMUNITY  PLANNING  IN  HOSPITAL  CONSTEUCTION 

Those  in  a  position  to  know  tell  us  that  probably  the  leading  controllable  fac- 
tor in  hospital  costs  today  is  the  overproduction  of  hospital  beds  and  duplication 
of  facilities  in  a  community.  Every  100  hospital  beds  created  here  adds  approxi- 
mately $1  million  a  year  to  the  community's  cost  of  maintaining  hospital 
facilities. 

A  superabundance  of  unneeded  beds  in  a  hospital  spells  low  occupancy — the 
bugaboo  of  hospital  financing.  It  requires  about  $10,000  a  year  to  maintain  an 
unused  bed. 

There  is  a  general  suspicion,  too,  that  when  an  institution  chronically  has  a 
number  of  unoccupied  beds  the  temptation  is  there  to  occupy  them  with  patients 
who  might  just  as  properly  be  cared  for  in  other  ways.  Again,  hospitalization 
may  be  prolonged  unduly. 

To  meet  the  problem,  committees  or  "authorities"  have  been  set  up  in  most 
of  our  metropolitan  areas.  Their  function  is  to  endorse  or  decline  endorsement 
of  all  new  hospital  construction.  Their  aim:  to  put  hospitals  on  a  logical, 
regional  planning  basis. 

The  planning  agency  for  our  area 

Here,  the  hospital  survey  committee,  supported  by  voluntaiy  contributions 
from  80  corporations,  foundations,  and  interested  agencies,  was  formed  in  1960 
as  the  advisory  planning  agency. 

Some  believe  only  a  governmental  arm  can  stop  excess  building.  The  approach 
here  might  be  described  as  one  of  gentle  persuasion.  Considerable  progress  has 
been  made.  But  it  is  only  a  start. 

In  its  1964  report,  the  committee  states  flatly  that  the  community  has  not  yet 
made  best  use  of  its  hospital  facilities  and,  as  a  result,  the  cost  of  hospital  care 
is  higher  than  it  should  be.  The  committee  tells  us  that  the  average  occupancy 
rates  of  the  area's  hospitals  are  still  too  low  (unnecessary  beds)  and  the  average 
length  of  stay  still  too  long. 

The  committee  believes  progress  made  to  date  demonstrates  that,  if  individual 
hospitals  are  given  the  facts  and  voluntarily  determine  their  future  programs 
on  these  facts,  they  will  build  wisely  for  the  good  of  the  community  as  a  whole. 

What  has  "been — and  can  6e — accomplished 

Millions  of  dollars  are  being  saved  here  already  for  the  public  by  hospitals 
voluntarily  reshaping  their  individual  capital  programs  in  light  of  overall  area 
needs  as  well  as  the  capital  plans  of  other  hospitals. 

Some  2,400  beds  have  been  withdrawn  or  postponed  from  plans  which  would 
have  involved  an  estimated  construction  cost  of  $60  million  and  added  an  addi- 
tional $24  million  to  the  annual  cost  of  the  community  to  operate  its  hospitals. 

Savings  of  additional  millions  of  dollars  likewise  have  resulted  by  hospital 
consolidations,  mergers,  and  cooperative  agreements  in  recent  years. 

Of  course,  some  new  hospital  construction  and  reconstruction  is  necessary. 
Moreover,  pride  in  hospital  is  an  admirable  and  blessed  trait  in  every  individual 
associated  with  the  institution.  But  we  do  not  need  a  hospital  at  every  other 
street  corner  nor  a  $50,000  machine  used  once  a  month  when  there  is  similar 


1  Blue  Cross  estimates  that  if  the  average  length  of  stay  on  Blue  Cross  hospital  admis- 
sions here  were  reduced  just  1  day  it  would  save  the  plan  and  its  subscribers  about 
$8  million  a  year. 
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equipment  at  a  nearby  hospital  where  a  loan  or  service-swapping  arrangement 
may  be  made. 

Are  you  in  touch  with  the  hospital  sui'vey  committee's  helpful  reports  and 
studies?  All  of  us  associated  with  hospitals  will  do  well  to  follow  its  findings 
and  suggestions.  It  is  on  the  right  track  in  assisting  us  to  work  toward  practical 
planning  of  hospital  facilities. 

In  Summary 

In  the  preceding  pages  we  have  listed  a  number  of  interesting  programs  that 
appear  to  hold  high  potential  in  helping  to  curb  the  rising  cost  of  hospital  care. 
They  affect  the  quality  of  that  care  only  to  the  extent  they  would  improve  it. 

We  realize  there  must  be  many  programs,  of  similar  promise,  directed  at  the 
same  goal.  But  the  foregoing  make  a  good  start  in  stimulating  the  awareness 
and  imagination  of  all  of  us  who  are  determined  to  preserve  the  freedom  of 
hospitals  and  medicine  in  our  Nation  by  preventing  the  cost  of  health  care  from 
outrunning  our  ability  to  pay  for  it. 

Still,  we  feel  we  would  not  be  meeting,  squarely,  the  purpose  that  stimulated 
publication  of  this  booklet  if  we  did  not  try  to  be  more  specifically  helpful.  And 
so,  on  the  back  cover,  the  hospital  trustee,  the  administrator  and  doctor  will  find 
what  we  hope  are  definite  and  useful  suggestions. 

Mr.  CuiXEN.  Now,  this  may  be  surprising,  at  least  to  some  of  our 
listeners.  The  Greater  Philadelphia  Chamber  of  Commerce,  which 
represents  the  business  leadership  of  our  eight-county,  bistate  region, 
is  in  general  sympathy  with  most  of  the  objectives  of  H.E.  6675.  We 
approve  the  extension  of  Kerr-Mills,  we  approve  the  present  controls 
of  the  basic  hospital  plan,  and  we  approve  of  the  principle  of  a  separate 
voluntary,  contributory  plan  with  further  controls. 

However,  we  make  several  important  observations  and  vigorously 
recommend  to  you  several  vital  amendments  to  the  basic  and  supple- 
mentary plans  of  health  insurance,  as  follows : 

1.  Greater  emphasis  must  be  placed  on  the  use  of  medical  and  insur- 
ance experts  in  drafting  the  administrative  provisions  of  the  bill. 
Call  it  by  any  other  name  you  will,  H.R.  6675  is  a  potentially  dangerous 
step  down  the  road  of  socialized  medicine.  If  we  are  not  to  inflict  on 
our  own  country  the  early  traumatic  experiences  of  Australia  and 
England,  scrupulous  care  must  be  taken  to  design  those  safeguards 
and  detailed  procedures  wdiich  are  mandatory  to  prevent  dilution  of 
the  quality  of  medical  care  and  skyrocketing  the  cost  of  medical 
service  to  all  segments  of  the  population.  We  endorse,  and  most  sin- 
cerely so,  the  principle  of  whatever  Federal  aid  is  necessary  to  assure 
adequate  medical  service  for  the  medically  and  aged  indigent.  We 
think,  however,  that  such  care  should  be  administered  at  the  lowest 
local  level  practicable  and  that  existing  private  institutions,  such  as 
Blue  Cross,  Blue  Shield,  and  the  insurance  companies  should  be 
utilized  to  administer  benefits  and  provide  all  services  possible  under 
the  bill.  Although  the  language  of  the  bill  clearly  points  in  this  direc- 
tion, so  also  should  the  administration  of  H.R.  6675  ba  consistent  with 
our  free  enterprise  system  and  the  important  role  of  the  State  in  our 
Republic. 

2.  The  provisions  on  health  insurance  in  H.R.  6675  are  so  enormous 
in  their  implication  that  more  time  and  study  must  be  given  to  their 
implementation.  There  is  not  available  in  this  country  the  present 
capacity  on  a  proper  geographical  basis  to  organi-ze  and  furnish  the 
nurses,  home  health  aids,  therapists,  physicians,  hospital  service, 
mental  beds,  and  long-term  nursing  facilities  promised  by  the  bill. 
Such  medical  capacities,  we  have  confidence,  can  be  developed  in  the 
future,  but  they  camaot  be  properly  developed  in  the  few  months  which 
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will  elapse  between  the  passage  of  the  bill  and  its  presently  proposed 
effective  dates.  The  problem  is  recognized  only  in  part  by  the  provi- 
sion of  making  posthospital  extended  care  available  6  months  after  the 
other  provisions  of  the  basic  and  supplementary  plans. 

3.  H.R.  6675  leaves  only  loosely  defined  many  of  the  crucial  stand- 
ards and  provisions  of  furnishing  medical  care,  and  these  must  be 
tightened.  The  "what"  of  the  bill  sounds  fine  to  many  people,  but  how 
will  it  actually  work,  who  besides  the  Secretary  of  Health,  Education, 
and  "Welfare  and  an  advisory  council  will  provide  the  "how,"  to  what 
outside  revieAv  and  appeal  will  the  "how"  be  exposed?  With  what 
speed  can  all  this  be  done  ?  We  cannot  gloss  over  such  fundamental 
issues  as  the  nature  and  extent  of  charges  by  hospitals  and  doctors  by 
saying  that  they  shall  be  "reasonable."  Page  31  of  the  committee  re- 
port presents,  in  our  opinion,  much  too  peaceful  a  picture  in  describing 
general  agreement  on  the  principles  of  charging.  The  controversy 
over  what  is  "reasonable"  has  been  waged  hot  and  hea\^  for  yeai^3 
among  hospitals,  physicians,  insurance  companies,  and  the  Blue  plans. 
Will  each  hospital  really  be  paid  its  own  individual  costs,  and  I  quote 
now  from  the  committee  report,  "however  widely  they  may  vary  from 
one  institution  to  another"  as  stated  on  page  32  ?  If  so,  is  not  the  in- 
efficient hospital  being  subsidized  and  the  efficient  one  penalized? 
Philadelphia  area  hospital  costs  vaiw  from  $47.54:  per  patient  day  to 
S19.25  per  patient  day.  How  much  of  an  allowance  in  bed  cost  per  day 
is  "reasonable"  for  depreciation,  interest  on  loans  or  debt  retirement? 
For  example,  it  is  reported  that  one  Philadelphia  hospital  has  a  $14 
cost  per  patient  day  for  debt  service — although  it  has  no  educational 
programs  or  indigent  care ;  another  hospital  with  a  teaching  program 
and  providing  indigent  care  has  a  debt  service  cost  of  less  than  50  cents 
per  patient  day.  With  respect  to  payment  of  physicians,  page  38  of  the 
committee  report  merely  ordains  that  "reasonable"  is  the  customary 
charge  by  each  physician  and  also  it  shall  be  the  prevailing  charge  in 
that  community.  Reconciling  these  two  different  principles  in  thou- 
sands of  commimities,  for  thousands  of  physicians  for  a  thousand  medi- 
cal and  surgical  procedures  will  rival  the  work  that  went  into  Coulee 
Dam. 

These  questions  are  not  just  small  details — they  go  to  the  very  heart 
of  the  bill  and  all  interested  groups  should  be  allowed  time  to  present 
expert  testimony  and  careftilly  resoh^e  problems  and  differences  which 
are  bound  to  arise.  A  staff  sitting  in  Washington  cannot  write  the 
detailed  criteria  and  procedures  which  are  needed  to  make  these  pro- 
visions workable.  There  must  be  adequate  study,  plannmg,  review, 
and  training  on  a  national  and  State  basis  by  persons  expert  in  the 
fields  of  medical  service.  The  variety  of  cost  allocation  systems  by 
each  individual  hospital  would  literally  stagger  the  imagination.  Uni- 
form medical  cost  accoimting  systems  and  uniform  terminology  for 
medical  and  surgical  procedures  mtist  be  developed  and  a  series  of  for- 
mulas for  different  types  of  hospitals  be  constructed  and  negotiated 
or  else,  we  fear,  we  will  need  more  CPA's  and  auditors  than  doctoi^ 
and  nui^s  to  support  this  new  medical  bonanza. 

4.  All  possible  mea'^ures  should  be  provided  to  help  control  the  cost 
of  medical  service  which  is  boimd  to  rise  drastically  in  the  future. 
Xeither  premium  costs  nor  benefits  are  graduated  according  to  ability 
to  pay  or  take  into  account  other  private  or  public  funds  which  may  be 
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available  to  tlie  claimant.  We  advocate  the  serious  consideration  of 
these  principles  to  help  control  costs. 

About  half  of  the  19  million  people  over  65  now  have  some  form  of 
health  insurance.  What  are  these  people  going  to  do  about  their  pri- 
vate plans  now  and  in  the  future  if  the  Government  will  help  pick  up 
most  of  the  cost  when  they  are  65  ?  What  provision  has  been  made  to 
retain  incentive  to  insure  one's  own  health?  Some  people  will  wish 
to  retain  their  private  plan  and  also  take  out  the  Government's  supple- 
mentary plan.  The  bill  should  encourage  the  retention  of  plans  pres- 
ently sponsored  by  employers  or  carried  by  individuals. 

Premium  rates  under  the  supplementary  plan  can  be  revised  every 
2  years.  For  many  obvious  reasons,  the  cost  of  claims  will  steadily  rise. 
Here  it  is  surprising  to  note  that  with  the  exception  to  mental  illness, 
there  is  no  maximum  dollar  limit  imposed  on  any  other  item  in  the 
basic  or  supplementary  plans.  But  the  avowed  purpose  of  the  supple- 
mentary plan  is  to  be  as  nearly  self-sufficient  financially  as  possible — 
the  rising  cost  of  claims,  of  course,  should  mean  higher  premiums. 
However,  if  a  subscriber  over  65  cancels  his  private  plan,  there  will  be 
no  turning  back  for  him.  He  will  be  bound  forever  to  the  Federal 
plan — and  either  he,  or  the  Federal  Government,  or  both  will  have  to 
increase  payments  every  2  years. 

Although  it  is  reported  that  the  actuarial  assumptions  of  H.R.  6675 
are  conservative  and  the  projection  of  hospital  per  diem  costs  in  the 
future  closely  parallels  an  estimate  by  Blue  Cross,  we  doubt  that  there 
will  be  any  leveling  off  of  hospital  costs  for  quite  a  long  time.  Park- 
inson's law  that  availability  determines  use  will  play  a  very  significant 
role.  In  short,  we  strongly  suspect  that  the  cost  estimates  are  too  low, 
that  premiums  will  have  to  rise  faster  than  estimated  or  that  for  polit- 
ical purposes  Congress  will  feel  obliged  to  subsidize  both  plans  greatly 
in  excess  of  what  is  visualized  at  this  time. 

In  addition  to  the  rising  cost  for  present  benefits,  we  are  greatly  con- 
cerned about  what  the  next  demands  will  be  for  extension  and  improve- 
ment in  benefits.  We  fear  this  will  be  like  the  camel's  nose  in  the  tent. 
Wlien  will  the  age  limit  be  dropped  to  age  62  to  match  old-age  survivors 
insurance  and  then  to  age  60,  and  what  about  including  everyone  who 
is  permanently  totally  disabled  regardless  of  age  ?  The  benefits  pres- 
ently proposed  could  be  only  the  beginning.  This  is  another  of  the 
reasons  we  urge  extreme  caution  and  movement  forward  slowly — 
rather  than  rushing  in  with  giant  strides  and  running  the  risk  of  a 
financial  debacle  such  as  confronted  our  cousins  in  the  British  Isles. 

In  summary,  the  Greater  Philadelphia  Chamber  of  Commerce  rec- 
ommends that  H.R.  6675  specifically  incorporate  the  following: 

1.  The  effective  date  of  the  basic  and  supplementary  plans  should  be 
July  1,  1967. 

2.  Provision  to  develop  uniform  cost  accounting  systems  for  hos- 
pitals and  cost  formulas  which  give  proper  recognition  to  major  dif- 
ferences among  hospitals  as  to  character  of  services  rendered,  teach- 
ing facilities,  and  general  costs  of  the  area. 

3.  Reimbursement  principles  which  offer  actual  financial  incentives 
to  hospitals  to  hold  down  general  costs  and  to  transfer  patients  to 
long-term  care  facilities. 

4.  Provision  for  the  construction  of  uniform  terminology  and  nu- 
merical coding  for  all  medical  and  surgical  services  and  procedures. 
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5.  Appropriate  review  and  appeal  procedures  for  items  2,  3,  and 
4  above  by  representatives  in  each  State  from  all  important  medical, 
hospital,  and  insuring  associations. 

6.  Timely  notice  to  and  appropriate  review  and  appeal  procedures 
for  all  interested  segments  of  business  and  medicine  on  all  other  pro- 
posed regulations  to  effectuate  the  bill. 

T.  Benefits  graduated  according  to  ability  to  pay  and  appropriate 
consideration  given  to  funds  available  from  all  other  private  and 
public  sources. 

8.  Maximum  dollar  limits  imposed  on  the  supplementary  plan. 

9.  And  finally,  wording  of  provisions  should  prevent  all  possible 
abuse  by  patients  and  the  providers  of  medical  service.  The  adminis- 
tration should  be  instructed  to  withstand  in  actual  practice  all  the 
pressures  which  will  be  brought  to  bear  by  special  groups  to  extend 
and  liberalize  benefits. 

On  behalf  of  the  Greater  Philadelphia  Chamber  of  Commerce,  I  wish 
to  express  our  appreciation  for  this  opportunity  to  make  known  our 
views  on  this  historic  bill. 

Thank  you. 

Senator  Anderson.  Well,  thank  you.  That  is  a  thoughtful  state- 
ment ;  we  appreciate  it. 

I  notice  you  refer  to  the  financial  troubles  they  have  in  the  British 
Isles.  There  are  those  who  believe  that  some  part  of  that  was  due 
to  the  fact  that  the  medical  profession  there  resisted  too  long,  and 
they  got  socialized  medicine,  which  they  did  not  need  to  get  if  they 
had  not  fought  it  so  long  and,  as  a  matter  of  fact,  if  the  King- Ander- 
son bill  had  been  passed  in  1964,  there  might  not  have  been  so  many 
layers  to  the  cake. 

Mr.  Ctjllen.  It  may  be  very  true,  sir. 

Senator  Anderson.  Therefore,  I  refer  to  it  because  of  this  date  of 
July  1,  1967,  which  you  gave,  which  might  be  a  little  discouraging  to 
a  great  many  people. 

Senator  Douglas  ? 

Senator  Douglas.  First,  let  me  say  that  Mr.  Cullen  represents  a 
very  honorable  Philadelphia  retail  establisliment  which  has  a  long 
record  of  quality  merchandise,  and  I  believe,  though  another  Phila- 
delphia company  claims  the  credit,  that  it  was  the  first  big  department 
store  in  the  country  to  institute  a  single  price  system  and  to  abandon 
the  practice  of  haggling  with  each  purchaser  trying  to  get  the  maxi- 
mum price. 

Mr.  Cullen.  Thank  you,  sir,  for  that. 

Senator  Douglas.  I  think  that  is  true.  And  the  two  families, 
Strawbridge  and  Clothier,  both  Quaker  families,  have  made  great  con- 
tributions to  the  civic  life  of  Philadelphia. 

I  notice  that  you  urge  delay.  Do  you  think  this  delay  should  be  in 
passing  the  bill  or  in  announcing  the  administrative  regulations  subse- 
quent to  passing  the  bill  ? 

Mr.  Cullen.  To  enable  the  proper  administrative  regulations  to  be 
formed. 

^  Senator  Douglas.  That  is,  you  would  not  be  opposed  to  passing  the 
bill  this  year  ? 

Mr.  Cullen.  No,  sir,  I  would  not ;  provided  that  proper  considera- 
tion is  given  to  incorporating  some  of  these  matters  that  we  are  refer- 
ring to  in  our  recommendations. 
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Senator  Douglas.  Even  though  it  were  not  completely  acceptable 
down  through  the  crossing  of  the  "t"  or  the  dotting  of  an  "i"  and  even 
though  it  meant  considerable  flexibility  for  later  administrative  deter- 
mination among  the  Department  of  HEW  and  the  hospitals,  the  doc- 
tors, the  nonprofit  insurers,  the  profit  insurers,  and  the  rest,  would  you 
not  favor  or  would  you  favor  holding  up  the  bill  ? 

Mr.  CuLLEN.  No,  sir.  I  think  to  the  contrary;  I  think  that  the 
greater  number  of  months  which  can  elapse  between  the  passage  of 
the  bill  and  the  effective  date  are  vital  in  terms  of  getting  all  these 
various  organizations  and  societies  starting  to  work  to  iron  out  the 
problems.  I  do  not  address  you  this  morning  in  connection  with  my 
affiliation  with  Blue  Shield,  but  I  am  on  the  board  of  directors  of 
Blue  Shield  of  Pennsylvania,  and  helped  form  and  am  chairman  of 
its  subscriber  advisory  council,  and  I  am  well  aware  of  the  long,  diffi- 
cult negotiations  and  discussions  which  have  to  take  place  with  the 
medical  society,  with  the  Blue  Cross  plans,  and  with  the  hospitals. 
We  just  have  a  great  apprehension,  as  this  paper  reflects,  that  the 
actual  mechanics  of  putting  this  in  are  just  dreadfully  important. 
The  bill  offers  a  lot  to  our  senior  citizens.  We  must  not  in  our  haste 
to  crank  out  administrative  provisions  provide  for  sloppy  administra- 
tion which  will  disappoint  them. 

Senator  Douglas.  If  I  understand  the  bill  correctly,  it  is  to  go  into 
effect  J uly  1, 1966.    Do  you  want  another  year  ? 

Mr.  CuLLEi^-.  Yes,  sir.  I  believe  that  year  could  be  put  to  very  good 
advantage.  Your  posthospital  extended  care  now  recognizes  this 
problem  in  part  by  providing  for  a  6-month  delay  after  the  other  parts 
of  the  program  are  made  effective. 

Senator  Douglas.  You  heard  the  testimony  of  Mr.  Harlow  of 
Group  Health  of  New  York.  Do  you  favor  competition  among  insur- 
ers or  would  you  favor  regional  monopolies  ? 

Mr.  CuLLEN.  Well,  I  think  bidding  should  certainly  be  competitive 
on  a  regional  basis. 

The  definition  of  region  you  cannot  legislate.  I  think  loosely  you 
will  have  to  take  a  look  at  the  United  States  and  see  what  is  available. 
But  I  think  there  definitely  should  be  competitive  bidding. 

I  do  not  believe,  and  the  bill  itself  recognizes  this,  that  there 
should  be  a  requirement  that  the  Secretary  of  Health,  Education,  and 
Welfare  must  necessarily  accept  the  lowest  bid.  I  think  he  will  have 
to  use  good  judgment,  examine  the  history,  the  capacity  of  the  com- 
peting organizations,  consider  the  competitive  prices,  and  then  make 
a  determination. 

This  obviously  could  not  be  done  either  on  the  basis  of  a  1-year  con- 
tract, let  us  say.  A  minimum  of  2  or  3  years  would  be  necessary  for 
any  organization  to  whom  a  bid  was  awarded. 

Senator  Douglas.  Do  you  have  in  Philadelphia  an  organization 
comparable  to  Group  Health  ? 

Mr.  CuLLEN.  No,  sir;  we  do  not.  We  have  Blue  Cross  of  Phila- 
delphia, we  have  several,  about  four  Blue  Cross  plans  in  our  State. 
In  addition  we  have  Blue  Shield  encompassing^  all  of  Pennsylvania 
and  of  course,  we  have,  representing  the  private  insurance  companies, 
the  Health  Insurance  Council. 

Senator  Douglas.  Have  you  taken  any  position  on  this  que^ilion  of 
what  drugs  may  be  compensated  for  ? 
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Mr.  CuLLEN.  No,  sir.  I  think  it  would  be  presumptuous  for  us  to 
venture  an  opinion.  The  only  thing  I  would  say  with  respect  to  that 
question  and  with  respect  to  other  questions  which  have  been  brought 
up  before  your  committee,  such  as  separation  of  radiologists,  pathol- 
ogists, and  so  forth,  is  that  legislation,  in  itself,  should  not  seek  to 
change  relationships  among  physicians,  hospitals,  and  other  segments 
of  the  economy  that  are  involved  here.  I  think  we  should  accept 
conditions  as  they  are,  let  them  naturally  evolve,  and  that  we  should 
be  guided  accordingly  in  terms  of  our  legislation.  I  do  not  make 
that  comment  with  respect  to  cost  implications.  Here  I  think  we 
must  be  extremely  sensitive. 

Senator  Douglas.  Thank  you  very  much. 

Senator  Anderson.  Senator  Bennett  ? 

Senator  Bennett.  The  gentleman  from  New  York,  Mr.  Harlow,  was 
very  proud  of  the  fact  that  he  could  underbid  all  of  you,  and  ap- 
parently, as  I  heard  him  present  his  case,  this  is  based  on  the  fact  that 
he  puts  a  limit  on  the  fees  that  will  be  paid  physicians  and,  presumably, 
will  not  pay  a  claim  unless  it  represents  a  visit  by  one  of  their  author- 
ized physicians.    So  here  we  have  controlled  medical  practice. 

Blue  Cross  puts  no  such  limit  on  the  services  of  physicians  who 
serve  its  patients,  does  it  ? 

Mr.  CuLLEN.  Well,  Blue  Cross  is  only  an  agent  for  payment  of 
physicians.    Blue  Cross  is  the  agent  

Senator  Bennett.  Is  the  hospital  ? 

Mr.  CuLLEN.  Blue  Shield,  however,  does  put  a  dollar  limit  on  each 
and  every  surgical  and  medical  procedure.  You  have  two  different 
concepts.  You  have  the  full-service  concept  being  sold  by  Blue  Cross 
for  hospital  and  hospital  services,  and  you  have  the  fixed-fee  schedule 
being  offered  by  Blue  Shield,  and  some  of  the  insurance  companies. 
The  insurance  companies  themselves,  I  think,  are  split  on  this  practice. 
Some  will  say  reasonable  costs ;  some  will  say  follow  the  schedule. 

Senator  Bennett.  Well,  the  bill  says  "reasonable  costs."  So  when 
you  say  in  your  summary,  recommendation  No.  8,  maximum  dollar 
limits  imposed  on  the  supplementary  plan,  are  you  talking  about  fixed 
fees  imposed  on  the  services  of  physicians  ? 

Mr.  CuLLEN.  Yes,  sir;  we  do. 

Senator  Bennett.  Thank  you. 

Mr.  Cullen.  We  think  that  is  an  important  cost  consideration. 
Senator  Anderson.  Senator  Curtis  ? 

Senator  Curtis.  With  reference  to  your  seventh  recommendation, 
benefits  graduated  according  to  your  ability  to  pay,  appropriate 
consideration  given  to  funds  available  from  all  other  public  and  pri- 
vate sources,  that  relates  to  the  benefits.  How  about  the  premiums? 
Are  you  favoring  the  payment,  for  instance,  of  one-half  of  this  pre- 
mium for  the  supplemental  benefits  out  of  the  Public  Treasury  for  all 
people,  including  those  able  to  pay  it  themselves  ? 

Mr.  Cullen.  My  comment  here,  sir,  goes  more  to  the  point  of  the 
basic  plan.  In  other  words,  I  think  there  should  be  some  kind  of 
means  test  considered  by  the  legislation. 

Senator  Curtis.  That  would  be  

Mr,  Cullen.  Obviously,  you  could  not,  under  the  supplementary 
plan,  charge  the  same  premium,  but  give  different  benefits. 
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Senator  Curtis.  In  other  words,  you  do  not  favor  a  Government 
plan  providing  hospital  and  medical  benefits  for  that  portion  of  peo- 
ple over  65  well  able  to  provide  it  for  themselves  ? 

Mr.  GuLLEN.  No,  sir ;  I  do  not. 

Senator  Curtis.  I  think  there  is  the  greatest  weakness  of  this  legis- 
lation, because  if  we  undertake  that  then,  as  amended  and  enlarged 
throughout  the  coming  years,  the  finger  will  be  pointed  to  the  payment 
of  bills  for  people  well  able  to  pay  it  for  themselves,  when  you  say 
why  withhold  it  from  any  part  of  our  citizens  regardless  of  age  or 
anything  else. 

I  appreciate  having  your  comments  on  tliat  because  I  think  that 
represents  a  big  departure,  the  idea  of  the  Government  establishing 
a  program  for  people  who  do  not  need  it.  It  does  not  make  sense  in 
my  book. 

Thank  you. 

Senator  Anderson.  Does  your  firm  have  a  retirement  program? 
Mr.  CuLLEN.  We  certainly  do,  sir. 

Senator  Anderson.  Is  it  payable  to  a  man  whether  he  needs  it  or 
not? 

Mr.  CuLLEN.  Yes,  sir ;  it  is. 

Senator  Anderson.  Wlaj  don't  you  put  a  means  test  on  it  ? 

Mr.  CuLLEN.  Well,  sir,  the  program  itself  is  geared  to  their  earn- 
ings, so  there  is  a  needs  implication  in  the  formula. 

Senator  Anderson.  The  whole  social  security  system  we  now  have 
permits  people  to  obtain  their  retirement  pay  whether  they  need  it 
or  not. 

Mr.  CuLLEN.  Yes,  sir. 

Senator  Anderson.  If  a  man  retires  from  business  even  though  he 
has  a  million  dollars  he  gets  social  security. 
Mr.  CuLLEN.  Yes,  sir. 

Senator  Anderson.  Would  you  advocate  a  means  test  for  that? 

Mr.  CuLLEN.  It  is  a  little  to  late  for  that,  Senator. 

Senator  Anderson.  I  think  you  will  find  you  are  too  late  on  this  also. 

Senator  Curtis.  May  I  say  right  there,  one  of  the  reasons  why 
social  security  has  moved  along  as  it  has,  has  been  that  the  designers 
of  it  have  told  the  American  people  repeatedly  that  an  individual  pays 
for  his  own  benefits.  Just  last  week  the  actuary  for  the  Social  Security 
Administration  said  that  of  the  present  beneficiaries,  what  they  have 
already  received  and  what  they  are  expected  to  receive,  they  have  paid 
10  percent,  and  90  percent  was  aid  by  other  taxpayers ;  and  10  years 
from  now  it  will  vary  in  degree  only  about  20  percent.  They  will  have 
paid  for  about  20  percent. 

I  agree  with  you  that  the  U.S.  Government  must  keep  faith  with  the 
commitments  it  has  made.  But  I  cannot  see  that  is  an  argument  in 
this  case,  for  doing  something  for  people  who  are  well  able  to  do  it 
themselves. 

Senator  Bennett.  Mr.  Chairman,  there  is  a  kind  of  means  test  in 
social  security  which  is  the  limitation  on  earnings  after  retirement. 

Senator  Curtis.  You  do  not  have  to  retire  under  this. 

Senator  Bennett.  'No.  There  is  this  type  of  limitation  on  social 
security.  A  man  who  earns  more  than  $1,200  either  has  his  social  secu- 
rity reduced  or  eliminated. 

Mr.  CuLLEN.  There  is  one  other  difference,  too,  as  I  understand  it, 
and  again  I  am  not  an  expert  on  this  matter.  Senator.    The  social 
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security  is  evaluated  in  terms  of  the  taxes  necessary  on  a  current 
basis.  It  is  evaluated  on  a  current  basis  as  we  go  along.  The  national 
health  legislation  is  looking  ahead  to  a  considerable  number  of  years 
in  the  future,  and  projecting  costs  which  admittedly  seem  to  be  quite 
low  in  the  present,  but  which  escalate  very  rapidly  into  the  future, 
somewhere,  I  believe  in  the  committee  report,  it  said  that  something 
like  $8,000  would  be  required  in  terms  of  investment  on  the  part  of  a 
young  wage  earner  today  by  the  time  he  were  in  position  to  realize  the 
health  benefits  at  65. 

Senator  Anderson.  Thank  you  very  much. 

Mr.  CuLLEN.  Thank  you. 

(The  following  was  later  received  for  the  record :) 

Chamber  of  Commerce  of  Greater  Philadelphia, 

Commerce  and  Industry  Council, 

Philadelphia,  Pa.,  May  12, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

Senate  Office  Building,  Washington,  B.C. 

Dear  Senator  Byrd  :  As  a  result  of  our  privilege  of  appearing  in  public  hear- 
ings on  H.R.  66T5,  1  have  the  honor  to  transmit  to  your  committee  the  attached 
proposed  amendment  to  the  hill.  If  adopted,  this  proposed  amendment,  in  the 
opinion  of  the  Greater  Philadelphia  Chamber  of  Commerce,  would  reduce  the 
cost  of  the  execution  of  the  bill  to  the  taxpayer  and  to  the  Government  and 
prevent  a  miscarriage  of  its  objectives. 

For  these  reasons,  we  respectfully  request  that  you  offer  this  amendment  when 
your  committee  is  ready  to  act  upon  the  bill. 
Respectfully  yours, 

George  L.  Cullen, 
Chairman,  Hospital  Task  Force. 

Proposed  Amendment  to  the  Social  Security  Bill  (H.R.  6675) 

The  effective  date  of  the  basic  and  supplementary  plans  shall  be  the  first  of 
the  month  following  90  calendar  days  after  the  Secretary  of  Health,  Education, 
and  Welfare  has  caused  to  be  published  in  the  Federal  Register  the  complete 
administrative  regulations  and  has  certified  that  the  following  measures  have 
been  completed : 

1.  Development  of  uniform  cost  accounting  systems  for  hospitals  and  cost 
formulas  which  give  proper  recognition  to  major  differences  among  hospitals 
as  to  character  of  services  rendered,  teaching  facilities,  and  general  costs  of 
the  area.  Provisions  for  reimbursement  of  hospitals  to  apply  only  to  those 
hospitals  in  compliance  with  this  section. 

2.  Construction  of  uniform  terminology  and  numerical  coding  for  all  medi- 
cal and  surgical  services  and  procedures  which  are  reimbursable. 

3.  Financial  incentive  to  hospitals  to  hold  down  general  operating  costs  and 
financial  incentive  to  hospitals  to  transfer  patients  to  long-term  care  facilities. 

4.  Development  of  specific  formulas  for  each  region  to  determine  reasonable 
charges  for  physicians'  services,  and  maximum  dollar  limits  established  by 
region  on  each  type  of  service  in  the  supplementary  plan. 

5.  Appropriate  notice,  review,  and  appeal  procedures  provided  and  com- 
pleted in  connection  with  the  specific  content  of  sections  1-4  above. 

Senator  Aistderson.  Dr.  Hanchett. 

STATEMENT  OF  DE.  PAUL  E.  HANCHETT,  EDUCATIONAL  DIRECTOR, 
CHICAGO  MEMORIAL  ASSOCIATION 

Dr.  Hanchett.  Senator  Anderson,  members  of  the  committee,  it 
is  a  pleasure  to  be  here,  and  I  especially  wish  to  thank  Senator  Doug- 
las for  permitting  me  to  come. 
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I  am  an  economist,  educational  director  of  Chicago  Memorial  As- 
sociation. As  you  can  easily  see  from  the  statement  before  you  and 
from  a  supplementary  statement  which  I  submitted  for  the  record, 
the  position  I  represent  is  definitely  in  favor  of  the  bill. 

I  believe  it  should  be  unhesitatingly  passed.  A  more  rational  sys- 
tem of  medical  economics  for  the  disfavored  segments  of  our  popula- 
tion, such  as  the  aged,  at  least,  is  long  overdue. 

There  are  four  reasons  why  a  system  of  medical  care,  paid  for,  in 
part,  collectively,  is  more  rational  than  the  private-fee-for-service 
system : 

1.  Prime  necessities  of  life  such  as  water,  air,  food,  education,  and 
health  care  must  be  universally  distributed.  Wliether  this  distribu- 
tion will  actually  prevail,  depends  upon  their  price.  The  cheapness 
of  air  and  food  enables  them  to  be  supplied  without  consumer  sub- 
sidy— while  education  and.  health  care,  to  be  widely  available,  require 
to  be  paid  for  collectively. 

^  2.  Ours  is  an  age  of  secularly  rising  prices.  Over  a  man's  life- 
time, the  costs  of  medical  care  can,  and  do,  substantially  rise.  But 
private  insurance  companies  provide  no  protection  against  this  risk. 

3.  Increased  life  expectancy  and  changing  employment  practices 
are  augmenting  the  proportion  of  a  man's  life  that  will  be  spent  in 
retirement.  These  extra  years,  however,  are  the  very  ones  when  med- 
ical costs  are  likely  to  be  especially  high.  Unfortunately  the  public 
has  not  yet  fully  realized  and  made  provision  for  the  implications  of 
this  longer  life.  This  hazard  applied  to  men  and  women  both,  but 
especially  to  women. 

4.  Medical  care  has  become  more  than  a  prime  necessity  of  life. 
It  is  a  precondition  to  the  efficient  production  and  enjoyment  of  all 
other  commodities.  Thus  the  implications  of  the  consumption  of 
health  care  far  transcend  direct  health  benefits.  Collective  subsidy 
is  justified  by  the  larger  production  and  consumption  of  other  com- 
modities, that  adequate  health  care  alone  can  make  possible. 

With  your  permission,  I  would  like  to  add  just  one  short  note. 
Senator  Anderson.  Surely. 

Mr.  Hanchett.  When  our  youngest  Government  department  was 
set  up  by  our  Congress  about  15  years  ago,  it  was  called  the  Depart- 
ment of  Health,  Education,  and  Welfare.  This  was  not  a  misnomer. 
It  was  no  accident  that  this  designation  was  chosen  for  health  and 
education  of  the  twin  strategic  social  services  of  our  economy.  Edu- 
cation and  educated  people  are  more  healthy,  and  healthy  people  can 
become  better  educated,  and  will  better  educate  their  families. 

These  two  services  complement  and  reinforce  each  other,  and  both 
education  and  health  lead  to  welfare. 

It  is  also  no  accident  that  health  came  first,  for  health  today  has 
become  more  than  a  necessity;  it  is  a  universal  imperative,  an  ultra 
necessity  of  life. 

Therefore,  I  say  pass  the  bill,  pass  it  now.  Don't  let  another  year 
or  session  go  by.  Every  year  that  we  wait  is  another  year  of  accumu- 
lating of  the  hidden  costs  that  an  inadequately  structured  system  of 
health  care  has  delivered  for  our  older  people. 

Thank  you  very  much,  Senator. 
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Senator  Anderson.  Are  there  questions  ? 

Thank  you  very  much.  I  appreciate  your  coming  for  the  hearing. 
(The  supplemental  statement  submitted  by  Dr.  Hanchett  follows:) 

Why  Government  Action  Is  Essential  To  Provide  Health  Insurance  for 

THE  Aged 

(By  Dr.  Paul  E.  Hanchett,  educational  director,  Chicago  Memorial  Association) 

The  campaign  to  provide  voluntary  health  insurance  for  the  aged  has  failed. 
After  nearly  a  decade  of  intensive  underwriting  and  sales  effort  by  77  Blue 
Cross  plans,  68  Blue  Shield  plans,  and  879  private  insurance  companies,  the 
enrollment  gap  for  the  aged  stands  at  40  percent  and  the  benefit  gap  at  75  percent. 
That  is,  approximately  7  million  or  40  percent  of  our  senior  citizens  still  have 
no  health  insurance  protection  whatever,  and  even  the  10.3  million  who  have  been 
covered  hold  policies  which  exclude  protection  against  75  percent  of  their  total 
health  hazards. 

The  reasons  for  this  unpremeditated  tragedy  are  not  to  be  charged  up  to  lack 
of  diligence  by  the  private  insurance  industry.  Rather,  they  are  inherent  in 
the  structure  of  the  medical  care  market  itself.  For  medical  care  in  our  econ- 
omy has  become  an  unbudgetable  commodity,  especially  for  persons  like  the 
aged,  many  of  whom  are  already  chronically  afflicted.  Being  unbudgetable,  it 
is  not  strictly  insurable. 

Moreover,  the  attempt  to  insure  medical  care  for  the  aged  escalates  medical 
prices  and  threatens  the  stability  of  the  454  million  outstanding  health  insur- 
ance contracts  for  young  and  old  alike.  Thus,  the  present  predicament  is  likely 
to  worsen,  and  the  whole  future  of  health  insurance  in  the  United  States  stands 
in  jeopardy. 

medical  costs  for  the  elderly  are  neither  budgetable  nor  insurable 

Budgeting  and  insurance  are  both  prognostic  attempts  to  substitute  average 
costs  for  actual  costs.  Two  formidable  factors,  however,  prevent  the  elderly 
individual — even  one  whose  income  is  adequate  and  secure — from  budgeting  for 
his  own  medical  expense.  Likewise,  similar  barriers  prevent  the  insurance  in- 
dustry from  providing  a  firm  and  effective  policy  in  the  health  insurance  field. 

In  1961  the  average  person  beyond  the  age  of  65  spent  approximately  $226  for 
personal  medical  care.  Such  expense  would  be  budgetable  if  every  member  of 
the  group  experienced  approximately  the  average  expenditure  or  close  to  it. 
Unfortuantely,  such  is  not  the  case. 

More  than  expenditures  for  any  other  necessity  of  life,  medical  outlays  fluctu- 
ate capriciously  and  are  subject  to  extremes  of  dispersion  and  askewness.  Al- 
though in  1961,  most  senior  citizens  did  not  spend  as  much  as  $226  for  personal 
health  care,  more  than  10  percent  of  them  experienced  medical  bills  in  excess 
of  $1,000.  Some,  of  course,  were  compelled  to  pay  far  higher  amounts.  Further- 
more, the  incidence  of  the  smaller  and  larger  claims  can  seldom  be  known  in 
advance. 

Thus  it  becomes  too  speculative  a  venture  for  an  individual,  or  anyone  else 
acting  on  his  behalf,  to  budget  for  his  own  expense  by  setting  aside  deposits 
based  upon  the  average  costs  for  the  whole  group.  The  risk  of  exposure  to  a 
large  expenditure  that  might  undermine  his  whole  future,  is  far  too  perilous. 

A  second  factor  also  acts  to  make  medical  expenses  unbudgetable  for  the  indi- 
vidual. This  is  the  fact  that  any  ascertainable  average  of  medical  expenses  is 
always  yesterday's  average. 

In  recent  years  the  medical  field  has  become  the  most  dynamic  and  explosive 
in  the  whole  economy.  Since  1957  medical  costs  have  risen  three  times  as 
rapidly  as  the  Consumer  Price  Index  and  certain  components  such  as  hospital 
costs  have  risen  about  six  times  as  fast.  In  principle  the  problem  of  budgeting 
could  still  be  solved  if  the  future  pace  and  path  of  medical  prices  could  be  fore- 
cast. Unfortunately,  however,  the  medical  sector  of  our  economy  has  been 
a  law  unto  itself — with  prices  rising  sometimes  more  slowly  than  other  prices, 
sometimes  much  more  rapidly,  and  sometimes  rising  not  at  all.  Until  the  form  of 
that  law  has  been  fathomed  and  at  least  some  of  its  determinants  have  been 
empirically  quantified,  firm  budgeting  for  medical  care  will  remain  an  utter 
impossibility. 
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These  very  same  considerations  generate  strains  within  the  insurance  industry- 
such  that  the  insurance  companies  and  Blue  Cross  also  find  it  difficult,  if  not 
impossible,  to  average.  Two  requirements  are  mandatory:  first,  a  reasonably 
firm  average  must  be  obtained  in  advance ;  second,  it  is  necessary  to  find  and  to 
hold  a  nonselected  group.  The  preceding  discussion  has  dealt  with  the  first 
point  by  showing  that  averages  of  medical  costs,  insofar  as  they  are  definitely 
known,  will  always  be  obsolete.  It  suffices,  therefore,  to  indicate  the  virtual 
impossibility  that  the  private  insurance  industry  can  enroll  and  maintain  a 
nonselected  group  to  which  any  true  average,  even  if  it  could  be  obtained,  would 
validly  apply. 

In  the  early  days  of  health  insurance  the  insurance  companies  went  out  look- 
ing for  the  better  risks.  In  other  words,  company  selection  prevailed.  More  re- 
cently as  insurance  became  more  popular  and  the  industry  became  more  com- 
petitive, the  buyers  of  insurance,  both  group  and  individual,  selected  the  com- 
panies so  that  self -selection  prevailed.   Either  way  there  is  a  biased  population. 

Furthermore,  even  if  a  random,  nonselected  group  could  be  enrolled  at  the 
beginning,  it  tends  to  deteriorate  over  time  because  there  is  no  guarantee  that  the 
members  of  the  group  will  continue  their  policies.  In  fact  what  happens,  the 
purchase  of  a  health  insurance  contract  educates  the  buyer  to  a  closer  attention 
to  the  economics  of  speculation  and  risk.  No  one  is  closer  in  touch  with  the 
facts  that  control  his  own  health  prospects  than  he.  Buyers  will  discontinue 
policies  for  assorted  reasons,  logical  and  illogical,  but  no  one  lets  his  policy  lapse 
because  he  has  contracted  chronic  illness  or  thinks  that  he  has  become  sickness 
prone.  The  insurance  company  is  left  holding  on  to  an  actuarially  deteriorat- 
ing group. 

The  final  result  is  that  a  randomly  selected  group  fails  to  be  attained  because 
either  the  insurance  company  or  the  insured  makes  the  selection  originally,  in  the 
renewal  of  the  policy,  or  both. 

In  summary,  the  fundamental  reason  why  health  care  costs  are  not  a  strictly 
insurable  risk  today  is  because  they  are  adversely  subject  to  the  hazards  of  open 
end  averages  and  open  end  groups. 

THE  SELF-DEBASING  INSURANCE  POLICY 

In  attempting  to  come  to  terms  with  the  conditions  of  this  dilemma,  the 
insurance  companies  have  had  to  devise  a  very  special  contract.  They  have 
to  put  fixed-dollar  amounts  in  it  like  $15  a  day  for  hospital  room  and  board, 
and  $3  for  medical  visits.  This  is  not  because  the  insurance  companies  are 
inhumane.  It  is  because  of  the  necessities  of  the  situation.  But  these  fixed- 
dollar  benefits — even  in  the  absence  of  general  inflation — depreciate  in  real 
benefit  value  so  long  as  medical  costs  continue  to  rise. 

Consider  a  specific  case.  As  early  as  1939  North  American  Life  &  Casualty 
Co.  was  progressive  enough  to  offer  a  combined  hospital-surgical  policy  with 
a  $150  maximum  surgical  schedule,  that  could  be  purchased  during  w^orking 
years  and  continue  on  indefinitely  into  retirement.  At  time  of  issue  the 
fixed-dollar  benefits  sufficed  to  cover  about  50  percent  of  short-term  inhospital 
charges. 

As  time  went  on  and  hospital  costs  rose,  this  percentage  of  protection 
steadily  declined  (table  I).  Finally  in  January  1963  when  the  insured  who 
bought  this  policy  really  needed  protection  during  retirement,  he  went  to 
the  hospital  and  ran  up  a  medical  bill  of  $822.20 — of  which  the  policy  then 
covered  only  $62.20  or  about  7.7  percent 

What  had  been  purchased  as  an  up-to-date  and  effective  policy  steadily  de- 
preciated into  trivial  protection — at  the  very  time  when  it  was  needed  most. 
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Percontafe  of  Inhospital  Exoenditurss 
Reimb'jr sr.bie  for  ".ciccted  /ecra  'onder 
i.'orth  :inr;criGan  i.i::e  I:  Gas^oalty  Contract 
(Polioy  rr  92125;     issued  03-ober  1,  19,'-39 
and  still  in  forco). 
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gresham's  law  applied  to  health  insurance 


There  is  an  even  more  fundamental  reason  why  any  attained  level 
of  coverage  under  private  health  insurance  tends  to  deteriorate. 

Selling  health  insurance  has  become  somthing  like  war  or  a  football  game. 
A  company  cannot  stand  still.  It  has  to  go  ahead — it  has  to  sell  more  and 
more.  A  parasitic  kind  of  competition  has  developed. 

After  any  given  level  of  selling  the  best  risks  and  the  people  who  most  want 
insurance  will  be  enrolled  on  the  books  of  some  insurance  company.  The 
poorer  risks  and  those  least  interested  in  insurance  will  not.  Any  company 
desiring  to  expand  volume — as  is  essential  even  to  stand  still  in  today's- 
market — will  realize  that  its  best  sales  opportunity  is  to  go  after  a  group- 
that  is  already  enrolled.  To  do  so,  something  must  be  offered  that  looks  very 
attractive. 

The  insurance  company  has  to  offer  what  looks  like  a  lower  price,  because 
the  market  is  very  cost  conscious  and  because  price  is  objective.  But  ta 
make  it  seem  even  more  attractive,  what  it  actually  does  is  to  offer  a  lower 
price  and  a  better  package  of  benefits  at  the  same  time. 
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This  is  ordinarily  impossible,  of  course,  but  the  policyholder  is  neither 
a  CPA  nor  an  insurance  actuary.  Hence  he  cannot  evaluate  the  quality  of 
the  package,  although  he  can  add  up  the  dollar  cost.  The  chaos  that  finally 
results  is  a  contemporary  adaptation  of  Gresham's  Law :  Poor  policies  drive  out 
good.    And  poorer  companies  sell  larger  volumes  than  better  companies. 

Nowhere  is  this  rush  by  second-rate  insurance  companies  to  proliferate  in- 
ferior policies  more  prevalent  than  in  the  area  of  health  insurance  for  the 
aged.  Not  a  single  one  of  the  Nation's  10  largest  insurance  companies  offers 
any  guaranteed-renewable  major  medical  or  comprehensive  policy  to  persons 
beyond  the  age  of  65  (table  II).  Thus  the  elderly  are  forced  to  seek  protec- 
tion from  less  substantial  underwriters  which  pay  out  small  percentages  of 
their  premium  income  in  benefits  and  which  frequently  take  advantage  of 
the  policyholder  in  the  settlement  of  claims. 

Table  II.— ^Senior  citizen  guaranteed-renewaMe  major  medical  plans 


[10  largest  life  insurance  companies  in  the  United  States] 


Company 

Deductible 

Coinsurance 

Maximum 
benefit 

Spocial 
requirements 

Annual 
premium 

3.  Equitable  (New  Yorlf)  

4.  Travelers    

5.  John  Hancock   — 

7.  New  York  Life   

8.  Connecticut  General  

10.  Lincoln  National  

No  such  plan 

3  available  for 

jenior  citizens 

CONCLUSION 

If  the  insurance  industry  could  write  an  adequate  policy,  57  million  policies 
would  be  more  than  enough  to  cover  old  and  young  alike,  been  use  there  are 
only  about  56  million  households  in  this  country.  However,  under  present  cir- 
cumstances the  insurance  industry  knows  that  it  cannot  offer  an  adequate  policy 
and  the  buyer  knows  that  he  cannot  buy  one. 

The  tragic  result  is  that  both  from  the  side  of  demand  and  the  side  of  supply, 
a  proliferation  of  partial,  inadequate  enrollments  is  encouraged. 

Although  454  million  policies  are  presently  in  force — an  average  of  8  policies 
for  every  household — we  have  arrived  at  a  situation  where  no  conceivable  num- 
ber of  policies  could  be  sold  that  would  give  adequate,  comprehensive  coverage. 
This  is  because  the  gaps,  the  holes,  that  exist  in  the  policies  of  one  company 
are  matched  by  gaps  and  holes  in  the  policies  of  others. 

This  problem  is  one  that  is  too  big  for  the  insurance  industry  and  it  is 
too  big  for  the  nonprofit  corporations.  The  only  redeeming  possibility  rests 
with  Government. 

In  dealing  with  the  stubborn  problems  posed  by  providing  hospital  care  for 
the  aged,  the  Federal  Government  would  be  favored  over  the  private  insurance 
industry  by  four  distinct  advantages : 

1.  It  could  obtain  an  insurance  group  without  adverse  initial  selection; 

2.  It  could  maintain  the  continuity  of  a  group,  once  enrolled  ; 

3.  It  could  avoid  the  parasitic,  competitive  destruction  in  the  quality  of 
coverage  that  is  inherent  in  the  structure  of  the  private  insurance  in- 
dustry ;  and 

4.  It  alone  has  the  financial  power  to  supplement  the  contributions  of 
needy  persons  so  as  to  make  an  adequate  insurance  policy  possible. 

The  private  insurance  industry  has  not  been  deficient  in  energy,  determination, 
or  good  will.  But  these  are  not  the  problem.  Once  the  Federal  Government 
provides  a  suitable  program  for  the  most  pressing  needs  of  the  aged,  then  the 
private  insurance  industry  may  be  enabled  to  put  its  good  intentions  to  work 
in  devising  adequate  policies  for  those  who  are  not  beyond  the  age  of  65. 

Senator  Anderson.  We  will  meet  again  tomorrow  morning  at  10 
o'clock. 

C^^Hiereiipon,  the  committee  recessed  at  12:30  p.m.,  to  reconvene 
Tuesday,  May  11, 1965,  at  10  a.m.) 
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TUESDAY,  MAY  11,  1965 

U.S.  Senate, 
Committee  on  Finance, 

Washington.^  B.C. 

Tlie  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  2221,  New 
Senate  Office  Building,  Senator  Clinton  P.  Anderson  presiding. 

Present:  Senators  Anderson,  Smathers,  Douglas,  Gore,  Hartke, 
Ribicoff,  Williams,  Carlson,  Bennett,  Curtis,  Morton,  and  Dirksen. 

Also  present :  Senators  Hickenlooper  and  Sparkman ;  Elizabeth  B. 
Springer,  chief  clerk. 

Senator  Anderson.  The  committee  will  be  in  order. 

Senator  Hickenlooper,  we  are  very  happy  to  have  you  introduce  Dr. 
Ward  to  the  committee,  please. 

Senator  Hickenlooper.  Mr.  Chairman,  I  want  to  express  my  thanks 
for  your  courtesy  in  permitting  me  to  introduce  an  old  friend  of  mine 
from  my  home  State,  Dr.  Donovan  F.  Ward,  of  Dubuque. 

We  have  a  great  many  fine  physicians  in  Iowa,  so  I  couldn't  say  that 
he  is  necessarily  the  leading  one,  but  there  is  none  better  in  the  State 
of  Iowa  and  he  is  a  leading  physician  in  the  United  States,  president 
of  the  American  Medical  Association,  and  he  has  held  various  of- 
fices in  our  State  association  and  the  national  association.  I  have 
known  him  for  a  good  many  years.  He  is  devoted  to  medicine  and 
to  better  health,  and  has  had  a  wide  experience.  He  is  head  of  surgery 
in  several  hospitals,  and  with  this  broad  experience  and  his  position 
as  president  of  the  American  Medical  Association,  I  think  it  emi- 
nently qualifies  him  to  speak  for  that  association  and  for  the  viewpoint 
of  the  physicians  and  surgeons  in  connection  with  this  legislation. 

I  again  thank  you  for  permitting  me  to  present  this  old  friend  of 
mine  of  long  standing  and  to  listen  to  his  testimony. 

Senator  Anderson.  Dr.  Ward,  may  I  say  I  read  your  full  state- 
ment last  night  and  it  took  me  nearly  2  hours  of  hard  reading  to  go 
through  it.  I  am  very  happy  you  have  a  shorter  version  today  and 
without  objection  your  full  statement  will  appear  in  the  record,  and  if 
members  of  the  committee  don't  object  we  will  let  you  go  through 
^  your  statement  even  though  it  will  run  beyond  the  15  minutes  allotted 
to  you  and  then  have  questions  on  it. 

I  hope  the  other  witnesses  won't  worry  about  that  because  you  rep- 
resent mainly  State  medical  societies,  and  I  think  that  speaking  for 
the  American  Medical  Association  he  should  have  a  little  more  time. 

So,  Dr.  Ward,  you  go  right  ahead  and  we  will  let  you  finish  your 
statement  and  we  will  have  questions  on  it. 
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STATEMENT  OF  DR.  DONOVAIT  F.  WARD,  PRESIDENT,  AMERICAN 
MEDICAL  ASSOCIATION;  ACCOMPANIED  BY  DR.  PERCY  E.  HOP- 
KINS, CHAIRMAN,  AMA  BOARD  OP  TRUSTEES;  AND  DR.  SAMUEL 
R.  SHERMAN,  CHAIRMAN,  AMA  COUNCIL  ON  LEGISLATIVE 
ACTIVITIES 

Dr.  Ward.  Thank  you,  sir. 

Mr.  Chairman  and  members  of  the  committee,  I  am  Dr.  Donovan 
F.  Ward,  of  Dubuque,  Iowa,  president  of  the  American  Medical  Asso- 
ciation. With  me  on  my  immediate  left  is  Dr.  Percy  E.  Hopkins,  of 
Chicago,  111.,  the  chairman  of  the  American  Medical  Association  board 
of  trustees ;  and  on  my  right  is  Dr.  Samuel  R.  Sherman  of  San  Fran- 
cisco, Calif.,  the  chainnan  of  the  association's  council  on  legislative 
activities. 

We  appreciate  the  opportunity  to  appear  before  you  today  to  state 
our  views  on  H.R.  6675. 

We  have  prepared  a  longer  statement  which  covers  in  detail  points 
that  cannot  be-  presented  fully  in  this  presentation.  Because  of  the 
limited  time  allotted  to  us,  my  purpose  here  is  to  outline  as  briefly  as 
possible  the  AMA's  basic  position  on  this  matter  as  set  forth  in  our 
more  extensive  material.  We  ask  that  the  longer  version  of  our  state- 
ment be  accepted  for  the  record,  and  we  urge  the  committee  members 
to  spend  the  extra  minutes  that  may  be  required  to  review  it.  May 
this  be  done  ? 

Senator  Anderson.  I  previously  said  without  objection  the  full 
statement  will  appear  in  the  record. 
Dr.  Ward.  Thank  you,  sir. 

Through  the  years,  Mr.  Chairman,  the  physicians  of  the  United 
States  have  been  guided  by  concepts  of  medical  care  which  have  been 
developed  through  study,  experience,  and  personal  conviction.  We 
believe,  and  have  consistently  held,  that  all  Americans  should  have 
available  to  them  the  best  medical  care,  when  they  need  it,  regardless 
of  their  ability  to  pay  for  it. 

This  care  is  primarily  a  personal  responsibility,  but  where  the  in- 
dividual requires  financial  assistance,  we  believe  that  such  aid  should 
come  from  his  family,  his  community,  and  where  necessary,  from  all 
levels  of  government. 

These  concepts  come  in  conflict  with  parts  1-A  and  1-B  of  H.R. 
6675.  With  at  least  two  basic  fundamentals  do  we  find  serious  fault : 

H.R.  6675  would  provide  health  care,  regardless  of  financial  need, 
for  all  persons  who  have  reached  the  age  of  65  years,  financed  by  a 
payroll  tax  on  younger  workers  which  will  increase  steadily  in  the 
years  ahead.  We  oppose  the  taxing  of  these  younger  workers  to  pay 
for  the  care  of  those  who  can  meet  their  own  expenses. 

Parts  1-A  and  1-B  of  H.R.  6675  would  be  federally  administered 
and  managed  programs.  We  believe,  instead  that  a  program  which 
would  provide  for  local  admmistration  will  best  meet  the  needs  of 
all  parties  concerned  and  will  permit  medical  science  to  continue  to 
flourish. 

Accordingly,  the  AMA  urges  this  committee  to  reject  parts  A  and  B 
of  part  1  of  title  I  of  this  bill  and  to  substitute  S.  820,  a  bill  to  enact 
the  eldercare  program. 
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At  the  same  time,  we  support  the  adoption  of  part  2  of  title  I  with 
certain  amendments  which  we  are  recommending  today. 

In  your  consideration  of  this  bill,  you  may  wish  to  review  our  testi- 
mony before  this  committee  less  than  a  year  ago  on  H.E.  11865,  88th 
Congress,  the  predecessor  of  H.R.  6675.  Included  in  our  statement 
was  a  detailed  analysis  of  the  progress  of  Kerr-Mills  implementation 
by  the  States,  the  encouraging  health  and  economic  status  of  our 
aging  poj)ulation,  and  the  magnitude  of  the  unfair  tax  burden  which 
would  be  imposed  on  the  Nation's  work  force  to  support  a  federalized 
hospital  program  for  an  entire  segment  of  the  population. 

This  material  is  as  valid  today  as  it  was  then,  and  we  will  not  burden 
this  record  with  a  repetition  of  the  same  voluminous  facts  and  figures. 
Instead,  we  will  ask  you  to  look  ahead  with  us  and  consider  other 
equally  fundamental  questions.  But  first  we  would  like  to  comment 
on  specific  provisions  of  the  measure  before  you. 

Beyond  our  overall  objection  to  part  1-A,  or  the  hospitalization- 
portion  of  the  bill,  we  note  that  section  1814(a)  (2)  (p.  15)  provides 
that  payment  for  services  furnished  an  individual  may  be  made  only- 
to  providers  of  services  if  a  physician  certifies  that  the  services  are  or 
were  required.  This  section  applies  only  to  request  for  payment  by 
providers  of  service — hospitals,  extended  care  facilities,  and  home- 
health  agencies.  It  does  not  include  physicians.  We  note  also  that 
section  1835  (pp.  37-38)  in  part  1-B  of  the  bill  carries  the  same  pro- 
viso. Our  objection  to  both  is  the  same :  It  should  not  be  necessary- 
to  require  the  physician  to  certify  the  provider's  request  for  payment.. 
Since  it  is  the  facility  which  seeks  payment,  it  should  make  the  certifi- 
cation that  the  services  were  furnished  to  the  patient  and  that  he  was- 
admitted  and  cared  for  upon  the  advice  of  the  physician. 

In  part  1-B,  as  in  part  1-A,  health  benefits  are  provided  across  the- 
board  for  all  persons  over  age  65,  regardless  of  financial  need.  Here,, 
too,  the  program  would  be  administered  by  the  Central  Government 
from  Washington. 

We  believe  there  should  be  a  sliding  scale  of  income  eligibility,  and 
there  should  be  State  and  local  administration.  We  further  urge 
that  the  program  offer  the  individual  a  variety  of  coverage  similar 
to  the  choices  in  the  successful  Federal  employees  health  insurance- 
program. 

As  it  stands,  part  1-B  offers  a  single  type  of  standardized  protection 
which  is  certain  to  be  unsuitable  for  many.  Health  care  needs  are- 
individual  problems  and  must  be  handled  on  that  basis. 

Finally,  we  believe  the  insurance  carriers  should  be  designated  the 
underwriters  of  any  such  program.  This  would  utilize  to  the  fullest 
the  experience  of  the  carriers  over  a  great  many  years  in  meeting 
the  Nation's  health  care  needs. 

Each  of  these  changes  is  a  fundamental  principle  of  S.  820,  the 
eldercare  program,  which  aroused  enthusiastic  public  support  when 
it  was  proposed  a  few  months  ago  by  the  medical  profession.  Elder- 
care  was  the  culmination  of  long  and  thoughtful  study  by  the  Nation's 
physicians  stemming  from  their  years  of  experience  in  caring  for  the 
aged.  This  program  remains  to  this  day  the  only  one  before  Congress 
that  was  drafted  in  consultation  with  the  medical  profession. 

Also  in  part  1-B,  section  1842(a)  (3)  (B)  (p.  55),  there  is  the  pro- 
vision that  the  carrier  will  assure  that  any  charge  for  services  will  be 
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"reasonable."  In  part  1-C,  section  1861  (p.  84),  the  Secretary  is 
authorized  to  establish — by  regulations — methods  to  be  used,  and 
items  to  be  included,  in  determining  "reasonable"  costs.  This  lan- 
guage could  easily  be  the  nub  of  control  in  the  future,  enabling  the 
Secretary  to  set  the  range  and  type  of  medical  services  for  which 
payment  would  be  made. 

To  limit  the  means  by  which  unnecessary  controls  could  be  inter- 
jected, the  bill  should  provide  in  part  1-B  that  the  customary  charges 
by  physicians  will  be  recognized  by  the  carriers.  In  part  1-C  the 
word  "reasonable"  should  be  deleted  altogether  as  a  further  safeguard. 

In  this  or  any  other  legislation  you  may  approve,  we  strongly  urge 
retention  of  the  provisions  of  part  1-C,  section  1861(b)  (p.  63)  which 
eliminate  medical  specialties  from  the  definition  of  hospital  benefits. 
The  services  of  pathologists,  radiologists,  anesthesiologists,  and  physi- 
atrists  are  professional  medical  services  which  do  not  belong  m  a 
program  solely  designed  to  offer  hospital  benefits. 

We  recommend  that  in  your  deliberations  you  explore  certain  facts. 
Testimony  by  the  American  Hospital  Association  suggests  that  it 
seeks  for  its  members  ever-widening  control  over  medical  care,  that 
it  looks  toward  the  inclusion  of  virtually  all  specialties  within  the 
administrative  jurisdiction  of  hospitals.  This  would  be  a  highly 
undesirable  development  in  patient  care.  Medical  care  is  the  responsi- 
bility of  physicians,  not  hospitals. 

We  suggest  you  inquire  whether  the  separation  of  specialities  from 
hospital  services  would  not  make  it  more  difficult  for  hospitals  to  jus- 
tify excessive  charges  to  patients  resulting  from  operation  of  labora- 
tory and  X-ray  departments. 

And  we  also  point  out  that  the  inclusion  of  specialists  in  hospital 
services  would  unnecessarily  impose  an  estimated  $300  million  a  year 
additional  payroll  tax  burden  on  the  program,  most  of  which  would 
be  borne  by  the  lower  income  wage  earners. 

Section  1861  (j)  (p.  72)  defines  an  extended  care  facility.  We  sug- 
gest that  the  definition  be  modified  to  include  any  nursing  home  which 
has  been  accredited  by  the  National  Council  for  the  Accreditation 
of  Nursing  Homes  as  a  skilled  or  intensive  care  nursing  home,  or  has 
met  the  requirements  for  approval  of  special  health  care  facilities  as 
established  by  the  American  Hospital  Association. 

Section  1861  (k)  (p.  74)  establishes  a  plan  for  utilization  review 
committees  to  attempt  to  deal  with  the  anticipated  excessive  demands 
for  benefits  under  the  program.  These  should  be  significant  changes 
in  the  language  of  these  provisions  as  set  forth  in  detail  in  the  longer 
version  of  our  testimony. 

Beyond  this,  we  must  state  categorically  that  it  is  unrealistic  for 
Congress  to  depend  on  this  mechanism  to  prevent  the  diingerous  over- 
burdening of  our  health  facilities.  There  is  no  totally  effective  method 
which  will  keep  the  cost  of  the  program  under  control. 

The  AMA  favors  part  2  or  title  I  which  would  establish  a  new 
title  XIX  in  the  Social  Security  Act.  The  new  title  would  encourage 
States  to  establish  a  medical  assistance  program  which  aims  at  equal 
treatment  for  all  the  categorical  public  assistance  recipients.  We  be- 
lieve this  concept  has  merit  and  should  result  in  a  more  efficient  admin- 
istration of  the  pro^jram.  However,  we  believe  certain  requirements 
for  a  State  plan  need  modification. 
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For  example^  paragaph  (5)  (p.  126)  requires  that  the  State 
agency  administering  the  plan  under  existing  title  I  or  XVI  would 
have  to  administer,  or  supervise  the  administration  of,  the  plan  for 
medical  assistance.  We  urge  that  the  States  be  authorized  to  de- 
termine for  themselves  whether  a  program  of  medical  care  should 
be  operated  by  the  welfare  department  or  by  the  health  department. 

Further,  paragraph  (10)  (p.  127)  provides  for  making  medical 
assistance  available  to  all  individuals  receiving  aid  or  assistance  under 
the  categorical  public  assistance  grants.  We  agree  with  the  basic 
mtent  of  this  proposal ;  it  has  been  AJVIA  policy  since  1958.  How- 
ever, we  believe  that  the  States  should  not  be  required  to  extend  the 
AMA  "medically  indigent"  principle  to  the  other  three  federally 
defined  categories  of  need — blind,  disabled,  and  families  with  depend- 
ent children.  We  believe  this  should  be  optional,  not  mandatory. 

Section  1903(e)  (p.  141)  requires  that  by  1975  the  States  must 
provide  comprehensive  care  and  services  to  substantially  all  indi- 
viduals who  meet  the  plan's  eligibility  standards  with  respect  to  in- 
come and  resources,  et  cetera.  If  our  understanding  of  the  interpre- 
tations that  are  being  placed  on  these  provisions  is  correct,  a  program  to 
furnish  all  medical  care  for  all  medically  needy  persons,  regardless  of 
age  or  physical  disability,  will  have  to  be  implemented  by  1975.  This 
would  have  a  major  effect  on  our  present  system  of  providing  medical 
care  for  the  needy.    This  section  warrants  your  most  careful  study. 

We  also  generally  endorse  title  II,  part  1,  which  is  concerned  with 
the  maternal  and  child  health  and  crippled  children's  programs.  But 
here,  too,  we  believe  that  some  of  the  requirements  need  clarification 
as  outlined  in  our  longer  statement  prepared  for  the  record  of  these 
hearings. 

Title  III  would  amend  the  Social  Security  Act  in  a  number  of  re- 
spects. Among  these  is  the  provision  (sec.  311,  p.  218)  for  compulsory 
coverage  of  self-employed  physicians  under  the  act.  We  recommend 
that  the  committee  reject  this  proposal.  In  this,  Ave  are  expressing 
an  AMA  policy  of  many  years  standing.  Kepeated  investigation  has 
shown  that  the  overwhelming  majority  of  the  Nation's  physicians  re- 
main active  well  beyond  the  social  security  retirement  age  of  65. 
Thus,  many  would  be  required  to  pay  social  security  taxes  until  age 
72  before  they  could  receive  benefits.  This  would  be  an  inequitable 
arrangement ;  it  represents  an  unnecessary  and  unreasonable  action 
tovfard  one  group  of  citizens  against  the  wishes  of  the  majority  of 
that  group. 

The  foregoing  represents  only  the  highlights  of  the  amendments  to 
this  legislation  which  the  medical  profession  suggests.  Other  rec- 
ommended changes  and  modifications  for  each  of  these  sections  of  the 
bill  and  for  other  sections,  are  included  in  the  longer  version  of  our 
statement  which  has  been  submitted  to  the  committee. 

And  now,  Mr.  Chairman  and  members  of  the  committee,  a  few 
final  words.  What  we  have  said  here,  what  we  will  say  in  the  next 
few  moments,  may  cause  no  hesitation  in  this  chamber,  or  stay  in  the 
slightest  degree  the  hand  of  the  Senate  in  the  approval  of  this  bill. 
Yet  I  hope — ^^I  fervently  hope — that  these  words  will  be  carefully 
weighed. 

H.R.  6675,  if  enacted  into  law,  will  affect  the  lives  of  all  who  live 
today,  and  the  lives  of  our  children  and  our  children's  children. 
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H.R.  6675  will  introduce  into  our  way  of  living  an  entirely  new  con- 
cept of  social  welfare.  H.E.  6675  will  alter  the  structure  of  our  medi- 
cal care  system  for  generations  to  come. 

In  the  face,  then,  of  so  vital  a  stake,  should  you  not  once  more  pause 
and  consider? 

The  American  system  of  medicine  for  generations  has  been  a  systen? 
of  quality  medicine,  practiced  through  a  voluntary  relationship  be- 
tween patients  and  physicians,  with  doctors  free  to  make  decisions 
based  on  the  patient's  specific  needs  and  nothing  else. 

Yet  we  have  seen  the  trying  problems  in  other  lands — some  of  which 
are  related  in  our  statement  submitted  for  the  record — and  the  results 
engendered  by  centralized  government  programs  to  provide  health 
care  for  a  large  segment  of  the  population.  Long  waits,  poor  equip- 
ment and  facilities,  short,  impersonal  examinations,  and  lots  of  record- 
keeping appear  to  be  the  major  accomplishments  of  nationalized  health 
systems.  Can  we  hope  the  American  plan  will  be  so  different  as  to 
negate  all  these  adverse  factors  ? 

We  think  not.  Forget  for  a  moment  the  staggering,  though  unpre- 
dictable, cost  of  the  pending  program.  Ignore  the  administrative 
problems  that  it  would  create,  and  the  burden  it  means  for  wage 
earners  at  the  low  end  of  the  income  scale. 

Look  only  at  the  intrusion  of  Government  in  the  field  of  medicine, 
which  cannot  be  avoided  if  this  measure  is  adopted.  With  the  quan- 
tity of  care  thus  restricted  for  the  sake  of  controlling  costs,  the  quality 
must  deteriorate.  The  patient  is  the  ultimate  sufferer.  But  his  dis- 
illusionment is  shared  by  those  who  serve  him.  With  the  advent  of 
state  medicine,  professional  discontent  appears  to  be  the  rule  rather 
than  the  exception.  Look  again  at  the  experience  of  the  foreign 
programs. 

This  may  be  our  last  chance  to  ask  you  to  write  legislation  which 
will  meet  the  Nation's  needs  and  at  the  same  time  avoid  the  pitfalls  of 
a  Government-financed,  Government-controlled,  and  Government- 
oriented  health  care  system.  This  may  be  your  last  chan,ce  to  weigh 
the  consequences  of  taking  the  first  step  toward  establishment  of  so- 
cialized medicine  in  the  United  States. 

While  there  is  still  time,  we  urge  you  to  pause,  consider,  and  act 
wisely. 

(The  full  prepared  statement  of  Dr.  Ward  follows:) 

Statement  of  the  Ameeican  Medical  Association  on  H.R.  6675,  Social  Security 
Amendments  of  1965,  by  Donovan  F.  Ward,  M.D. 

Mr.  Chairman  and  members  of  the  committee,  I  am  Dr.  Donovan  F.  Ward,  of 
Dubuque,  Iowa,  president  of  the  American  Medical  Association.  In  behalf  of 
the  association,  let  me  state  that  we  appreciate  this  opportunity  to  appear  before 
you  to  present  our  views  on  H.R.  6675. 

We  sincerely  regret  that  such  an  opportunity  to  be  heard  on  this  legislation 
was  not  given  after  it  had  been  drafted  by  the  House  Ways  and  Means  Committee. 
As  a  consequence,  this  comittee  has  now  been  handed  an  omibus  bill  of  overwhelm- 
ing proportions  which  has  not  previously  been  subject  to  public  examination  or 
discussion. 

Let  me  begin  by  stating  medicine's  belief  that  the  committee  has  not  only  the 
opportunity,  but  the  obligation,  to  consider  parts  of  the  bill  separately. 

H.R.  6675,  as  it  is  now  put  together,  embodies  fundamentals  from  several  pre- 
viously advanced  plans.  Watered  down  from  its  earlier  versions  in  successive 
Congresses,  the  basic  hospitalization  plan  remains  the  King-Anderson  bill.  In 
addition,  new  benefits  have  been  added  through  a  supplemental  insurance  pro- 
gram.   A  third  part,  not  restricted  in  its  application  to  the  aged,  would  provide 
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increasing  benefits  to  the  needy  aged,  blind,  disabled,  and  families  with  dependent 
-children. 

The  measure  also  provides  increased  cash  benefits  for  social  security  recip- 
ients— a  proposition  to  which  virtually  no  objection  has  been  expressed  in  any 
quarter. 

Medicine  has  often  stated  its  views  concerning  these  various  parts  of  the  bill. 
It  has  long  advocated  that  the  four  public  assistance  programs  under  social  secur- 
ity be  combined  into  a  single  program  so  that  in  the  provision  of  medical  care, 
uniform  services  would  be  made  available  to  the  eligible  public  assistance  recip- 
ients in  the  State.  It  has  also  advocated  the  widest  possible  use  of  voluntary 
insurance  programs  in  the  furnishing  of  medical  care  to  the  older  population. 

In  the  particular  area  which  concerns  us  here  today,  health  care  of  the  aged, 
we  have  a  primary  medical  interest.  We  were  interested  in  this  subject  and  in 
the  changing  patterns  in  health  and  disease  of  older  Americans  long  before  these 
matters  became  legislative  issues. 

Medicine  has  also  recognised  the  necessity  of  assuring  health  care  to  persons 
in  need.  For  years,  we  have  pursued  the  goal  of  finding  a  means  for  filling  the 
broad  medical  requirements  of  older  citizens,  who  need  help  in  financing  their 
care,  while  preserving  for  all  Americans  the  high  standards  and  high  quality 
of  our  present  health  care  system. 

Medicine's  support  of  the  Kerr-Mills  law,  both  before  Congress  and  before  State 
legislatures  throughout  the  country,  is  too  well  known  to  require  review  here.  But 
medicine  did  not  stop  here.  It  began  years  ago  urging  the  broadening  and 
strengthening  of  Kerr-Mills  by  the  respective  States. 

Even  this  was  not  enough.  Medicine  in  all  its  aspects  is  a  science  that  advances 
by  continual  questioning  of  existing  concepts  and  probing  forward  with  new  ideas. 
Thus,  it  continued  to  seek  new  health  care  approaches  which  would  provide  the 
greatest  amount  of  care  for  the  needy,  in  the  swiftest  and  most  convenient  way 
possible,  and  at  minimum  cost  to  taxpayers. 

Out  of  these  long  and  careful  efforts— during  which  scores  of  tentative  pro- 
posals were  examined  and  rejected — came  a  series  of  recommendations  by  the 
medical  profession  for  the  provision  of  a  wide  range  of  hospital  and  medical  care 
to  people  65  and  over  who  need  help  in  financing  these  expenses.  This  pro- 
gram, which  soon  became  popularly  known  as  eldercare,  is  based  directly  on  the 
knowledge  and  experience  of  the  Nation's  physicians  in  meeting  the  health  care 
needs  of  the  aged  for  a  great  many  years. 

To  this  day,  eldercare  remains  the  only  proposal  before  Congress  for  providing 
health  care  for  the  aged  that  was  drawn  up  in  consultation  with  the  medical 
iprofession. 

Medicine's  opposition  on  practical  and  philosophical  grounds  to  proposals  for 
furnishing  hospital  and  medical  care  to  all  persons  over  age  65  without  regard  to 
their  need  for  financial  assistance  is,  as  you  know,  of  long  standing.  That  posi- 
tion is  unaltered  by  the  introduction  of  the  pending  measure. 

While  we  recognize  that  there  are  parts  of  H.R.  6675  which  commend  them- 
selves to  Congress  and  the  Nation,  medicine  is  opposed  to  this  measure  as  a  total 
package. 

Normally,  the  committee  would  concern  itself  primarily  with  the  financial 
aspects  of  legislation.  But  in  this  instance,  it  cannot  divorce  itself  from  implica- 
tions and  issues  inherent  in  this  bill  which  transcend  purely  fiscal  questions.  For 
at  stake  here  is  the  decision  whether  the  United  States  is  going  to  continue  to  have 
a  system  of  medicine  which  is  universally  recognized  as  the  finest  in  the  world, 
or  whether  this  Congress  is  prepared  to  embark  on  a  course  which  will  interject 
the  Federal  Government  into  the  health  care  of  an  ever-growing  segment  of  our 
population. 

There  is  no  other  way  to  say  it,  gentlemen.  You  are  being  urged  here  to  ap- 
prove a  historic  revision  of  the  U.S.  medical  system.  The  pattern  thus  estab- 
lished would  be  the  same  in  all  essential  particulars  as  that  in  other  countries 
whose  health  care  today  is  marked  by  precarious  financing,  controls,  overbur- 
dened facilities,  and  distracted,  frustrated  physicians. 

On  August  13,  1964,  the  AMA  appeared  before  you  and  documented  medicine's 
opposition  to  H.R.  11865,  this  bill's  predecessor  in  the  last  Congress.  The 
96  pages  of  comments  which  were  then  delivered  could  now  be  repeated  as 
accurate,  logical,  and  forceful  arguments  against  the  adoption  of  this  measure. 

But  we  will  not  repeat  them  today.  We  will  not  again  detail  the  progress  of 
Kerr-Mills  implementation  by  the  States  and  the  continuing  improvement  of 
programs  in  State  after  State,  or  of  the  10  millions  of  our  older  citizens  who 
have  purchased  health  insurance,  or  had  it  purchased  for  them.    We  will  not 
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repeat  the  extensive  material  which  we  have  offered  in  the  past  to  show  that 
the  overall  health  and  economic  problems  of  older  Americans  have  been  grossly- 
exaggerated  in  the  campaign  to  secure  enactment  of  this  program. 

We  will  not  cite  the  arguments  against  burdening  the  young  to  pay  for  Gov- 
ernment benefits  for  the  old,  many  of  whom  are  better  off  than  those  who  will  be 
paying  the  bill.  We  won't  dwell  again  on  the  undermining  effects  this  program 
is  certain  to  have  on  the  voluntary  insurance  systems  which  have  proven  their 
success  in  financing  health  care  for  all  Americans,  the  young  as  well  as  the  old. 

These  are  things  you  know  and  they  are  not  disputed.  You  doubtless  will 
wish  to  review  our  testimony  of  less  than  a  year  ago  in  evaluating  the  legislation 
before  you.    It  is  as  germane  today  as  it  was  then. 

No,  we  will  not  speak  of  these  points  except  as  reference  to  them  is  necessary 
to  make  clear  the  principles  on  which  medicine  has  stood  in  this  long  and  bitter 
controversy  for  almost  20  years.  Instead,  we  will  ask  you  to  look  ahead  with  us 
and  consider  other  equally  fundamental  questions. 

If  H.R.  G675  is  enacted  into  law,  will  we  find  that  the  health  care  problems 
of  our  older  people  will  disappear — or  even  diminish?  Can  we,  by  adopting 
a  scheme  which  has  our  National  Government  oversee  the  financing  and  distribu- 
tion of  health  care  for  all  older  persons,  look  forward  to  an  era  of  quality  medical 
care  for  our  people?  Will  many  of  our  intelligent  and  dedicated  youth  continue 
to  seek  careers  in  medicine?  Will  the  United  States  continue  to  be  the  center 
of  world  medicine  and  of  medical  science?  Will  the  medicine  needs  of  all  our 
older  people  be  served  in  the  manner  and  according  to  the  standards  they  have 
known  throughout  their  lives? 

What  is  the  answer  to  each  of  these  questions?  We  believe  it  is  "no," 

There  never  has  been  anything  simple  or  easy  about  this  controversy.  It  is 
diflScult  to  measure  the  deterioration  of  the  quality  of  medical  care  should  this  bill 
be  enacted.  But  as  medical  men  who  have  spent  our  professional  lives  in  thLs 
field,  we  can  point  to  factors  which,  added  together,  clearly  indicate  a  deteriora- 
tion of  health  care  under  a  system  of  Government  controlled  medicine  as  that 
proposed  under  H.R.  6675. 

The  first  is  overutilization  of  facilities  which  will  occur  despite  provisions  in 
the  bill  to  the  contrary.  There  is  a  quirk  in  human  nature  which  causes  an  in- 
dividual, when  he  is  told  he  is  entitled  to  a  "free"  service,  or  after  payment 
of  a  modest  sum  he  will  be  entitled  to  that  service,  to  feel  he  must  take  advantage 
of  the  service  whether  or  not  he  has  any  real  need  for  it.  I  urge  you  not  to  ignore 
this  very  real  idiosyncrasy  or  to  take  it  lightly. 

Programs  of  this  nature  lead  to  excessive  demands  on  facilities  for  minor 
treatment,  which  in  turn  exaggerate  shortages  in  existing  facilities  and  person- 
nel. That  has  been  the  experience  abroad  wherever  Government  medicine  has 
been  established.    It  will  be  the  experience  in  the  United  States  if  this  bill  passes. 

The  bill  frankly  acknowledges  this  peril  and  attempts  to  deal  with  it  by  creat- 
ing utilization  review  committees.  This  device  may  look  sound  on  paper,  but 
physicians,  perhaps  more  than  any  others,  are  well  aware  of  the  enormity  of  the 
pressure  that  will  be  exerted  by  patients  and  their  families  to  gain  the  advantage 
of  Government  benefits  under  the  program. 

There  is  no  totally  effective  method  or  methods  which  will  keep  the  costs  of 
the  program  under  control.  As  has  been  noted,  the  fact  always  remains  that 
crushing  demands,  leading  to  overburdened  facilities,  have  marked  Government- 
financed  health  care  in  each  country  where  it  has  been  tried. 

It  has  been  stated  that  a  portion  of  the  increased  utilization  early  in  the  pro- 
gram would  be  attributable  to  treatment  of  conditions  that  individuals  had  not 
taken  care  of  earlier  for  one  reason  or  another. 

If  the  record  showed  that  such  utilization  was  a  phenomenon  peculiar  to  the 
initiation  of  these  programs,  this  might  be  an  acceptable  argument.  But  this 
is  not  what  the  record  shows.  For  example,  throughout  the  first  13  years  fol- 
lowing the  establishment  of  the  hospitalization  program  in  the  Province  of  Sas- 
katchewan, utilization  continued  to  increase.  It  climbed  steadily  from  1,564 
hospital  days  per  1,000  population,  when  the  program  was  initiated,  to  2,315 
hospital  days. 

The  home  environment  to  which  some  patients  must  return  after  hospitaliza- 
tion must  be  considered  in  understanding  this  problem.  Those  who  are  poor 
and  living  in  depressing  circumstances  naturally  are  reluctant  to  leave  a  place 
where  they  have  received  kind  treatment,  good  food,  and  understanding. 

Nor  should  the  factor  of  loneliness  be  overlooked.  All  physicians  soon  learn 
they  n^ui^t  expect  instances  of  patients,  particularly  among  the  elderly,  \7li0  seek 
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treatment  for  vague  ailments  with  ill-defined  symptoms,  merely  to  have  someone 
to  talk  to. 

The  effect  of  overutilization  on  the  quality  of  medical  care  is  obvious.  If  the 
facilities  are  being  utilized  by  individuals  who  have  no  pressing  need  for  care, 
or  by  those  whose  chronic  conditions  will  receive  little  or  no  benefit  from  their 
hospitalization,  the  same  facilities  will  be  unavailable  to  persons  who  are  in 
immediate  need.  It  would  be  the  height  of  injustice  if  the  worker  who  nuist  pay 
for  this  program  could  not  get  the  care  he  or  a  member  of  his  family  needed 
because  of  the  program. 

Further,  it  must  be  understood  that  every  time  hospital  personnel  are  required 
to  spend  time  with  a  patient  who  does  not  have  an  immediate  need  for  care,  that 
time  will  not  be  available  to  the  patient  who  does  have  a  need.  This  results  not 
only  in  frustration  of  the  personnel  but  in  a  decrease  in  efficiency. 

Operating  costs  are  also  inextricably  bound  with  the  peril  of  overutilization. 
If  facilities  are  overutilized,  there  will  be  a  corresponding  increase  in  cost. 
Imagine  the  magnitude  of  the  expenditures  that  would  be  necessary  if  the 
experience  in  Saskatchewan  were  duplicated  under  this  program. 

When  costs  get  out  of  line — and  let  me  assure  you,  they  will — there  are  three 
possible  courses  of  action.  The  first  is  to  reduce  the  benefits ;  the  second  is  to 
increase  taxes ;  the  third  is  to  impose  Government  controls  on  the  services  in  an 
attempt  to  control  costs.  We  know  welfare  benefits  are  not  likely  to  be  cut  back 
once  the  public  has  learned  to  enjoy  them.  Certainly,  constantly  increasing 
taxes  are  undesirable. 

This  leaves  the  third  approach — controlling  the  providing  of  services.  This 
bill  contains  the  mechanism  for  doing  exactly  that.  It  would  extend  regulatory 
authority  to  the  Secretary  of  Health,  Education,  and  Welfare  with  respect  to  the 
administration  of,  and  medical  practice  in,  participating  hospitals.  Use  of  this 
authority  by  Government  employees  to  keep  the  lid  on  services,  thus  guarding 
against  expenditures  going  budgetary  limitations,  must  be  expected.  Indeed, 
it  cannot  be  avoided. 

Under  our  system  of  medicine  as  we  have  always  known  it,  treatment  of  the 
individual  has  come  first  and  financing  second.  The  physician  has  exercised  his 
knowledge  and  skill  to  his  greatest  capacity  in  each  case.  But  with  the  empha- 
sis shifting  from  quality  to  cost,  as  it  must  under  a  publicly  financed  program,  a 
deterioration  in  the  quality  of  care  is  inescapable. 

Many  of  these  problems  have  been  recognized  in  and  out  of  the  medical  pro- 
fession. With  the  best  of  intentions,  suggestions  have  been  made  that  the 
solution  lies  in  the  construction  of  more  health  facilities  and  the  training  of 
more  medical  and  ancillary  personnel.    Unfortunately,  it  isn't  quite  that  simple. 

A  minimum  of  a  year  and  a  half  is  required  to  construct  a  new  hospital,  and 
a  minimum  of  9  years  to  train  a  physician.  Under  the  most  optimum  conditions, 
and  even  if  there  were  unlimited  money  to  spend  on  an  effort  of  the  required 
magnitude,  there  plainly  would  be  a  serious  timelag  before  pressure  on  the  ex- 
isting system  could  be  relieved. 

Testimony  before  congressional  committees  has  repeatedly  emphasized  the  need 
for  increased  facilities  and  personnel  to  meet  current  requirements  and  keep 
abreast  of  the  country's  normal  growth. 

Hearings  have  disclosed  that  20  percent  of  the  positions  for  professional 
nurses  in  hospitals  in  the  United  States  are  now  vacant ;  that  1  out  of  10  nursing 
homes  has  no  full-time  professional  or  practical  nurse ;  that  7  out  of  8  of  the 
13,000  facilities  offering  "personal  care"  or  "residential  care"  have  no  nursing 
staff. 

Members  of  Congress  have  also  been  informed  that  the  States  are  reporting 
a  need  for  1.33,000  more  general  hospital  beds  and  some  532,000  long-term  beds, 
with  the  cost  of  modernizing  and  expanding  existing  hospitals  being  estimated 
at  $3.6  billion. 

These  figures  represent  current  needs.  How  much  more  will  existing  and 
threatened  shortages  be  aggravated  by  the  enactment  of  parts  1-A  and  1-B  of 
H.R.  6675,  with  its  attendant  problem  of  overutilization?  What  effect  can  the 
aggravation  of  these  shortages  have  on  the  quality  of  medical  care  available  to 
all  Americans? 

With  respect  to  physicians  and  dentists,  it  has  been  forecast  that  there  will 
need  to  be  a  50-percent  expansion  in  the  number  of  physicians  in  training  and 
a  100-percent  expansion  in  dental  school  enrollments  by  1975  merely  to  keep  pace 
with  the  population  growth. 

But  one  must  also  consider  the  student.  He  is  aware  that  he  faces  a  minimum 
of  9  years  of  hard  work  before  he  can  expect  to  practice  in  his  chosen  field.  He 
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sees  his  classmates  who  have  entered  other  fields  reap  rewards  from  their 
education  at  a  much  earlier  time.  Industry  and  Government  programs  urge 
him  to  enter  other  scientific  endeavors  and  offer  him  inducements  to  do  so. 
Thus,  medical  schools  may  have  difficulty  in  continuing  to  attract  the  high- 
caliber  students  they  would  like  to  have. 

But  when  you  add  to  that  the  prospect  of  Government  control  or  the  threat 
of  Government  control  as  is  contained  in  parts  1-A  and  1-B  of  this  bill,  you 
introduce  an  ingredient  that  will  tend  to  dissuade  the  qualified  student  even  more 
from  pursuing  a  medical  education. 

For  example,  England  has  established  scholarship  programs  for  medical 
schools.  And  yet  the  number  of  medical  students  in  England  has  decreased 
steadily  to  a  point  where  it  has  fallen  below  the  1938  level — some  10  years 
earlier  than  the  establishment  of  its  national  health  program. 

As  it  reaches  you  now,  parts  1-A  and  1-B  of  this  bill  represent  a  new  proposal 
of  unequaled  dimensions  as  compared  with  previously  considered  Government 
health  programs.  The  total  cost  of  H.R.  6675  to  the  Federal  Government,  in- 
cluding the  acceptable  features,  has  been  estimated  at  $6  billion.  This  is  an 
estimate.  No  one  knows  today  what  the  actual  burden  on  the  Treasury  will  be 
when  it  attempts  to  pay  for  the  health  care  of  every  person  over  65  in  the  United 
States,  the  wealthy  and  self-supporting  as  well  as  the  needy. 

Only  a  few  months  ago,  before  this  committee,  we  noted  the  increasing  tax 
burdens  on  wage  earners  which  these  federally  financed  health  care  measures 
^ill  create.  First  being  considered  was  a  raise  in  the  tax  base  to  $5,000,  then 
to  $5,200,  then  $5,400.  Our  testimony  in  August  1964,  contained  the  following 
statement :  "In  the  last  few  days  a  figure  of  $6,600  has  been  mentioned  in  this 
chamber  as  a  possible  social  security  tax  base."  That  figure  is  no  longer  a  mat- 
ter of  conjecture ;  it  has  become  a  fact  established  in  H.R.  6675. 

We  know  that  in  each  succeeding  version  of  this  legislation  in  recent  years, 
the  cost  estimates  have  been  revised  upward — or  the  benefits  have  been  revised 
downward — or  both.  The  inadequacy  of  the  previous  cost  estimates  has  been 
demonstrated  and  admitted  repeatedly.  It  is  significant  that,  in  the  short  period 
of  time  since  the  King-Anderson  measures  were  introduced  in  the  89th  Congress, 
the  House  committee  again  adjusted  the  tax  structure  upward,  while  decreasing 
the  benefits  to  be  offered.  If  past  history  is  any  indication,  and  we  believe  it  is, 
we  can  be  sure  there  will  be  further  increases  voted  in  the  social  security  tax 
scales  before  the  stepped-up  schedules,  as  proposed  in  this  bill,  through  1987. 
have  been  reached. 

As  we  have  said  many  times  in  the  course  of  this  controversy  and  our  appear- 
ances before  committees  of  Congress,  the  issue  here  is  not  health  care  of  the  aged 
versus  no  health  care.  This  never  has  been  the  issue. 

The  medical  profession  has  always  held  that  all  Americans  who  need  health 
care  should  receive  it  when  they  need  it,  regardless  of  age  or  ability  to  pay  for  it. 
We  have  opposed,  however,  the  underlying  principle  upon  which  this  measure 
is  based;  namely,  that  there  is  a  need  for  the  Federal  Government  to  provide 
health  care  for  everyone  over  the  age  of  65. 

Earlier  this  year,  the  American  Medical  Association  presented  to  the  public 
its  program  which  proposed  Federal-State  assistance  to  the  aged  with  a  simple 
income  test  to  determine  eligibility.  This  program,  as  we  have  noted,  marked 
the  culmination  of  extensive  study  and  discussion  within  the  medical  profession. 
Utilizing  Blue  Cross  and  Blue  Shield  and  health  insurance  companies  as  inter- 
mediaries, eldercare  would  authorize  State  governments  to  offer  the  aged  a  com- 
plete range  of  health  care  if  they  cannot  afford  to  meet  their  own  expenses.  A 
burdersome  new  payroll  tax  would  not  be  necessary  since  eldercare  would  con- 
centrate available  resources  on  bringing  aid  to  those  who  need  it.  Millions  would 
not  be  spent  for  care  of  the  self-supporting  or  well  to  do.  We  submit  that  elder- 
care would  be  a  more  efficient  and  more  economical  system  for  providing  medical 
care  for  the  aged  than  that  proposed  in  the  bill  before  you. 

Throughout  the  years,  the  physicians  of  the  United  States  have  been  guided 
by  concepts  of  medical  care  which  have  been  developed  through  study,  exper- 
ience, and  personal  convictions.  We  believe  that  all  Americans  should  have 
available  to  them  good  medical  care.  This  care  is  primarily  a  personal  respon- 
sibility, but  where  the  individual  requires  financial  assistance  in  meeting  his 
health  care  expenses,  we  believe  that  such  assistance  may  come  from  his  family, 
his  community,  and  where  necessary,  from  all  levels  of  government. 

These  concepts  come  in  conflict  with  parts  1-A  and  1-B  of  H.R.  6675.  In  at 
least  two  basic  fundamentals  do  we  find  serious  fault.  H.R.  6675  would  provide 
health  care  for  all  persons  who  have  reached  the  age  of  65  years,  without  regard 
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to  need  for  assistance  in  meeting  health  care  expenses.  We  strongly  disagree  with 
this  underlying  principle  of  the  bill.  Parts  1-A  and  1-B  of  H.R.  6675  would  be  a 
federally  administered  and  managed  program.  Here,  too,  we  strongly  dis- 
agree. We  believe,  instead,  that  a  program  which  would  provide  for  local  ad- 
ministration will  best  meet  the  needs  of  all  parties  concerned  and  will  permit 
medical  science  to  flourish  in  a  free  society. 

Accordingly,  the  AMA  urges  this  committee  to  reject  parts  A  and  B  of  part  1 
of  title  I  of  H.R.  6675,  and  to  substitute  S.  820,  a  bill  to  enact  the  eldercare 
program. 

However,  we  have  prepared  a  series  of  comments  on  specific  provisions  in 
parts  1-A  and  1-B  which  are  included  in  our  testimony.  We  believe  this  material 
offered  by  the  medical  profession  will  be  helpful  to  the  committee. 

At  the  same  time,  we  support  the  adoption  of  part  2  of  title  I  with  certain 
amendments  which  we  are  recommending  today. 

Before  turning  to  these  points,  we  should  like  for  the  sake  of  emphasis  to  single 
out  three  provisions  of  this  measure  which  merit  your  most  serious  attention. 

As  it  stands,  H.R.  6675  excludes  from  inpatient  hospital  services  the  services 
of  pathologists,  radiologists,  physiatrists,  and  anesthesiologists.  In  any  measure 
which  you  report  to  the  Senate,  we  strongly  urge  that  this  language  (sec. 
1861(b),  p.  63)  be  retained  without  modification. 

The  services  of  pathologists,  radiologists,  physiatrists,  and  anesthesiologists 
are  professional  medical  services  performed  by  physicians.  The  fact  that  their 
practice  is  largely  in  the  hospital  is  incidental.  These  are  not  hospital  services, 
and  they  do  not  belong  in  a  program  designed  solely  to  offer  hospital  benefits. 
All  physicians  want  to  be  responsible  to  their  patients  to  the  limit  of  their  com- 
petence ;  they  cannot  be  restricted  by  decisions  of  nonmedical  personnel  on  what 
services  should  and  should  not  be  performed  in  medical  facilities. 

If  pathologists,  radiologists,  physiatrists,  and  anesthesiologists  are  included 
in  part  1-A  of  title  I,  as  proposed  in  Senator  Douglas'  amendment  No.  156,  they 
will  be  subject  to  rules  and  regulations  imposed  by  the  Secretary  of  HEW  on 
hospitals  participating  in  the  program.  It  follows  that  they  will  be  subject  to 
curbing  and  direction  by  Government  employees,  untrained  in  medicine,  seek- 
ing to  meet  their  primary  responsibility  toward  the  budget  in  the  only  way  open 
to  them,  through  control  of  services. 

There  are  other  compelling  reasons  why  this  committee  should  examine  with 
microscopic  care  the  motives  behind  the  strenuous  campaign  by  the  American 
Hospital  Association  and  its  affiliates  to  restore  these  specialties  as  part  of 
hospital  services  under  this  legislation. 

The  following  statement  from  AHA  testimony  before  this  committee  is 
revealing : 

"In  various  ways  the  needs  of  the  public  and  the  efforts  to  provide  the  best 
possible  patient  care  at  the  lowest  possible  cost  is  tending  toward  the  increased 
concentration  of  a  wide  variety  of  highly  skilled  and  trained  specialists  w^orking 
full  time  in  hospital  centers." 

We  submit  that  this  is  more  a  statement  of  purpose  than  a  statement  of  fact. 
It  strongly  suggests  that  the  American  Hospital  Association  seeks  aggrandize- 
ment for  its  members — ever-widening  control  over  the  provision  of  medical  care 
in  this  country.  Can  there  be  any  doubt  from  that  statement  that  the  AHA  has 
its  sights  on  the  inclusion  of  virtually  all  specialties,  not  just  the  four  currently 
under  discussion,  within  the  sphere  of  hospitals'  administrative  jui'isdiction? 

It  is  also  obvious  that  the  AHA  is  endeavoring  to  enlist  Congress  as  an  ally  in 
the  furtherance  of  this  objective. 

We  are  aware  that  Edwin  L.  Crosby,  M.D.,  executive  vice  president  of  the  AHA, 
has  stated  in  a  telegram  to  Senator  Paul  Douglas  that  the  exclusion  of  these 
specialties  from  the  hospitalization  section  of  this  legislation  would  retard  the 
growth  of  the  modern  hospital  as  the  "central  institution  in  our  health  service 
system." 

We  strongly  disagree  that  hospitals  should  become  the  "central  institution"  for 
the  provision  of  medical  care.  This  is  not  their  purpose  or  their  function.  The 
hospital  is  primarily  a  place  where  medical  care  is  provided  to  patients.  Medi- 
cal care  is  the  responsibility  of  physicians,  not  hospitals. 

Furthermore,  we  believe  the  legislative  process  should  not  be  used  to  trans- 
form what  is  now  a  voluntary  association  between  specialists  and  hospitals  into 
a  compulsory  system  which,  by  the  force  of  law,  would  have  the  effect  of  com- 
pelling these  physicians  to  become  hospital  employees  whether  they  were  willing 
or  not. 

If  hospitals  are  permitted,  with  the  imprimatur  of  a  Federal  law,  to  capture 
administrative  control  over  one  segment  of  medical  practice,  the  door  will  be 
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open  to  further  extension  of  this  authority  to  other  specialties.  Will  there  then 
be  any  safeguards  against  the  eventual  absorption  of  all  medical  practice  within 
hospitals  by  hospital  administrations? 

We  vigorously  dissent  from  the  thesis  that  the  concentration  of  specialists  in 
hospitals  as  full-time  employees  is  the  avenue  to  "the  best  possible  patient  care 
at  the  lowest  possible  cost."  On  the  contrary,  the  separation  of  the  specialists 
from  hospital  services  will  undoubtedly  reduce  costs  to  patients.  It  is  couimon 
knowledge  in  the  profession  that  in  most  hospitals,  the  operation  of  laboratory 
and  X-ray  departments  results  in  excessive  charges  to  patients,  charges  which 
substantially  exceed  the  actual  operational  cost.  The  inclusion  of  specialists' 
services  as  part  of  the  overall  charge  tends  to  obscure  these  "profits."  The 
separation  of  these  specialties  from  hospital  services  under  this  legislation  would 
undoubtedly  make  it  more  difficult  for  hospitals  to  justify  these  charges  on  a 
"reasonable  cost"  basis. 

Beyond  this,  physicians  have  a  far  better  record  than  hospitals  in  keeping  the 
price  of  their  services  within  bounds.  In  the  past  25  years,  physicians'  fees  have 
risen  only  100  percent  while  the  overall  cost  of  living  has  increased  115  percent. 
Hospital  costs,  on  the  other  hand,  have  climbed  by  405  percent. 

Dr.  Crosby  also  stated  in  his  telegram  that  "the  required  total  separation  of 
the  particular  physicians'  services  involved  from  the  departmental  costs  of  hos- 
pitals will  require  nationwide  renegotiation  of  contracts  between  hospitals  and 
specialists  and  between  hospitals  and  third-party  agencies."  This  is  an  exag- 
geration of  a  minor  problem,  more  argumentative  than  real. 

The  exclusion  of  these  medical  services  from  the  hospital  program  would 
undoubtedly  result  in  changes  in  existing  procedures  for  some  hospitals  and 
some  physicians  and  carriers.  But  it  would  pose  no  major  problem.  These 
arrangements  are  subject  to  negotiation  now  and  can  be  renegotiated  easily  and 
without  difficulty. 

We  want  to  reemphasize,  however,  that  if  you  force  this  union  by  law,  you 
will  remove  the  voluntary  character  of  the  existing  arrangements  and  lock 
great  numbers  of  these  specialists  into  a  compulsory  system  against  their  will. 

Finally,  we  suggest  that  the  members  of  this  committee  consider  the  financial 
impact  of  this  proposal  on  the  hospitalization  program  contemplated  in  this 
legislation.  Many  people,  in  and  out  of  Congress,  are  apprehensive  over  the 
prospective  cost  of  this  program.  It  should  be  kept  in  mind  that  the  inclusion  of 
specialists  in  hospital  services  at  an  estimated  cost  of  $300  million  annually 
would  unnecessarily  impose  an  additional  payroll  tax  burden  on  the  program, 
most  of  which  would  be  borne  by  the  lower  income  wage  earners. 

Our  second  point  concerns  the  proposal  in  the  bill  for  compulsory  coverage  of 
physicians  under  social  security  (sec.  311,  p.  218).  We  strongly  object  to  this 
provision. 

The  arguments  for  compulsory  inclusion  of  all  physicians  in  the  system,  regard- 
less of  their  personal  desires,  simply  cannot  be  applied  to  individual  members  of 
the  medical  profession.  A  self-employed  doctor  rarely  retires  when  he  becomes 
65.  His  concern  for  his  patients  and  his  ability  to  serve  them  continue  beyond 
his  birthday,  and,  similarly,  his  patients'  needs  for  his  care  bear  no  relationship 
tto  a  retirement  age  written  into  a  law. 

Surveys  on  physician  retirement  have  shown  that  the  typical  physician  would 
be  required  to  pay  social  security  taxes  until  age  72  before  he  would  receive 
benefits.  We  submit  that  this  section  of  the  pending  bill  would  represent 
unnecessary  and  unreasonable  action  directed  at  self-employed  physicians,  and 
we  urge  the  committee  to  reject  it. 

Our  third  point  concerns  sections  1863  (p.  89),  1864  (p.  90),  1874  (p.  105), 
and  1902(a)  (5)  (p.  126)  which  deal  with  the  use  of  State  agencies  and  admin- 
istration of  the  programs  proposed  in  the  bill.  The  American  Medical  Asso- 
ciation would  like  to  call  the  following  joint  policy  statement  to  the  committee's 
attention : 

"Without  respect  to  individual  organizational  position  on  the  substantive  con- 
tent of  H.R.  6675,  the  American  Medical  Association,  the  Association  of  State  & 
Territorial  Health  Officers,  the  American  Association  of  Public  Health  Physi- 
cians, and  the  American  Public  Health  Association  are  in  unanimous  agree- 
ment in  urging  that  the  health  care  portions  of  the  program  envisioned  by  H.R. 
6675,  when  and  if  enacted,  utilize  the  administrative  and  medical  competence  to 
be  found  in  State  health  departments.  It  is  stressed  that  this  is  to  be  a  medical 
care  program  rather  than  a  welfare  program  and  requires  competent  medical 
direction.    The  coordination  of,  and  price  responsibility  for,  the  program  in 
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each  State,  whatever  agencies  he  empowered  to  carry  out  specific  portions  of 
the  program,  may  properly  be  placed  in  the  State  health  department." 

Beyond  these  questions,  we  herewith  offer  further  views  on  other  specific 
provisions  of  the  bill : 

Title  /,  part  1-A 

Section  1814(a)  (2)  (p.  15)  provides  that  payment  for  services  furnished  an 
individual  may  be  made  only  to  providers  of  services  if  a  physician  certifies 
(and  recertifies,  where  such  services  are  furnished  over  a  period  of  time)  that 
the  services  are  or  were  required.  This  section  applies  only  to  requests  for 
payment  by  providers  of  service — hospitals,  extended  care  facilities,  and  home 
health  agencies.    It  does  not  include  physicians. 

It  should  not  be  necessary  to  require  the  physician  to  certify  the  provider's 
request  for  payment.  Since  it  is  the  facility  which  seeks  payment,  it  should 
make  the  certification  that  the  services  were  furnished  to  the  patient  and  that 
he  was  admitted  and  cared  for  upon  the  advice  of  a  physician. 

The  further  requirement  that,  in  the  case  of  inpatient  tuberculosis  hospital 
services,  the  physician  must  certify  that  the  treatment  could  reasonably  be 
expected  to  (i)  improve  the  condition  for  which  such  treatment  is  or  was  neces- 
sary or  (ii)  render  the  condition  noncommunicable,  is  without  justification. 
It  is  hardly  likely  that  the  physician  would  require  treatment  for  a  patient  which 
was  reasonably  not  expected  to  benefit  the  patient's  condition. 

Subsection  (a)  of  section  1814(a)  (p.  18)  further  provides  that  payment 
shall  be  made  in  the  case  of  inpatient  tuberculosis  hospital  services  if  the  services 
are  those  which  the  records  of  the  hospital  indicate  were  furnished  to  the  indi- 
vidual during  periods  when  he  was  receiving  treatment  which  could  reasonably 
be  expected  to  (A)  improve  his  condition  or  (B)  render  it  noncommunicable. 
This  provision  places  the  hospital  administrator  in  a  position  of  having  to  pass 
upon  the  medical  requirements  of  the  treatment  furnished  and  to  determine 
whether  hospitalization  "could  reasonably  be  expected  to  (A)  improve  his  con- 
dition or  (B)  render  it  noncommunicable."  We  submit  that  the  order  of  the 
physician  for  such  services  should  be  sufiicient  basis  on  which  the  provider 
may  make  a  claim  for  payment. 

In  any  event,  the  requirement  that  the  physician  accompany  the  certification 
with  "supporting  material,  appropriate  to  the  case  involved,  as  may  be  provided 
by  regulations,"  is  unnecessary  and  belies  the  earlier  admonition  against  Federal 
supervision  or  control. 

Title  I,  part  1-B 

Part  1-B  would  provide  for  supplementary  health  benefits  for  the  aged.  While 
the  program  is  termed  "voluntary,"  the  nature  of  the  program  more  closely  re- 
sembles a  compulsory  health  care  scheme.  Here,  as  in  part  1-A,  the  benefits  are 
provided  across  the  board  for  all  persons  over  age  65.  whether  or  not  they  may 
be  of  substantial  financial  means.  Here,  too,  the  program  is  federally 
administered. 

We  believe  part  1-B  needs  certain  significant  changes. 

First,  we  believe  strongly  that  funds  spent  on  financing  health  care  should  be 
concentrated  on  bringing  aid  to  those  who  need  it.  We  urge  that  there  be  a  sim- 
ple method  written  into  the  bill  through  which  the  elderly  can  demonstrate  their 
eligibility  to  participate  in  a  program  of  Government  benefits. 

Secondly,  we  urge  that  the  bill  be  amended  to  provide  for  administration  of  the 
program  at  the  State  and  local  level. 

Both  the  amendments  which  we  are  here  supporting  are  fundamental  in  S.  820, 
which  was  drafted  in  consultation  M'ith  the  medical  profession.  We  can  say 
categorically  that  both  were  framed  after  long  and  thoughtful  consideration, 
not  only  to  guard  against  the  needless  expenditure  of  public  funds  and  provide 
maximum  care  for  those  in  need  in  the  one  case,  but  also  to  preserve  and  protect 
the  independent  system  of  medicine  in  this  country  which  has  accomplished  so 
much  for  mankind.  The  enactment  of  S.  820  in  lieu  of  parts  1-A  and  1-B  would 
better  serve  the  interests  of  the  aged  in  our  Nation. 

The  eligibility  requirement  need  be  only  a  uniform  and  simplified  statement 
of  income  as  provided  in  S.  820.  Placing  the  program  under  State  and  local 
administration  can  be  easily  accomplished  by  adopting  the  S.  820  procedure  for 
taking  advantage  of  the  existing  Kerr-Mills  mechanism. 

We  note  with  approval  that  part  1-B  does  follow  S.  820  in  one  respect.  It 
would  bring  prepayment  plans  and  insurance  carriers  into  the  program,  although 
not  to  the  extent  we  should  like  to  see.  The  bill  should  go  much  furth<  r  and  we 
urge  that  it  be  amended  to  follow  closely  the  pattern  of  the  outstandingly  sue- 
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cessful  Federal  employees  health  benefits  program.  It  should  offer  a  variety  of 
insurance  coverage,  similar  to  the  choices  offered  in  the  Federal  employees  pro- 
gram, from  which  beneficiaries  can  select  the  one  fitting  the  individual  desires 
and  needs. 

The  single,  standardized  program  offered  by  part  1-B  is  certain  to  be  unsuit- 
able for  many.  There  should  be  several  alternatives  as  to  types  and  duration 
of  care  to  make  this  program  truly  effective.  Moreover,  we  believe  the  insurance 
carriers  should  be  accorded  the  role  of  underwriters,  utilizing  to  the  fullest  the 
experience  which  has  been  gained  by  the  private  insurance  industry  and  prepay- 
ment plans. 

Further,  we  offer  for  your  consideration  the  following  recommendations  with 
respect  to  other  provisions  of  pai-t  1-B  of  the  bill. 

Under  section  1835  (p.  37),  payment  to  the  provider  of  services  requires  certi- 
fication and  recertification  by  the  physician.  The  same  objections  made  earlier 
as  to  this  requirement  in  part  1-A  are  applicable  here.  Only  the  provider  of 
services  should  be  required  to  make  any  certification  as  to  the  services  furnished. 
The  certification  can  include  the  statement  that  the  services  were  provided  pur- 
suant to  the  direction  of  the  physician,  and  the  name  of  the  physician  can  be  in- 
cluded in  the  form. 

Section  1840(a)  (1)  (p.  46)  and  (b)  (1)  (p.  47)  require  that  the  monthly  pre- 
miums payable  under  part  1-B  shall  be  deducted  from  the  social  security  or 
railroad  retirement  benefits  paid  to  the  beneficiary.  We  believe  that  the  indi- 
vidual should  have  the  right,  if  he  so  elects,  to  pay  his  premium  on  a  direct,  volun- 
tary basis. 

Section  1842(a)  (3)  (B)  (p.  55)  provides  that  the  carrier  will  assure  that  any 
charge  for  services  under  the  program  will  be  "reasonable."  In  this  context, 
"reasonable"  can  mean  anything.  It  opens  the  door  to  physician  harassment 
by  those  directing  the  program.  There  are  only  single  steps  between  questioning 
a  physician's  fees,  questioning  his  judgment,  and  then  questioning  the  course  of 
treatment  he  has  prescribed.  We  recommend  that  the  term  "customary"  be 
used  in  lieu  of  "reasonable." 

This  section  should  further  provide  that  when  questions  arise  they  should  be 
settled  with  the  assistance  of  the  local  medical  society.  This  is  the  procedure 
which  has  been  successfully  employed  for  years  by  Blue  Shield  and  private 
insurance  carriers. 

Title  I,  part  1-C 

Section  1861  (p.  63)  contains  definitions  which  are  applicable  to  part  1-A  and 
part  1-B.  In  section  1861  (i)  (p.  71),  "posthospital  extended  care  services"  are 
defined  as  services  furnished  an  individual  after  transfer  from  a  hospital.  The 
section  provides  that  the  patient  must  be  admitted  to  an  extended  care  facility 
within  14  days  after  discharge  from  the  hospital.  We  believe  that  this  14- 
day  provision  should  be  expanded  to  90  days.  This  would  permit  a  patient  to  be 
placed  in  a  nursing  home  within  the  longer  90-day  period  without  the  necessity  of 
requiring  him  to  be  hospitalized  for  another  3-day  period.  The  additional  pro- 
vision permitting  readmittance  to  the  extended  care  facility  within  14  days  after 
a  discharge  therefrom  is  reasonable,  but  we  question  under  this  terminology 
whether  the  patient  loses  up  to  14  days  in  the  nursing  home  since  the  section 
provides  "such  individual  shall  be  deemed  not  to  have  been  discharged  from  the 
extended  care  facility  if  readmitted  thereto  within  14  days  after  discharge  there- 
from." 

Section  1861  (j)  (p.  72)  defines  an  "extended  care  facility."  We  suggest  that 
the  definition  be  modified  to  include,  in  addition,  any  nursing  home  which  has 
been  accredited  to  the  National  Council  for  the  Acreditation  of  Nursing  Homes 
as  skilled  or  intensive  care  nursing  home,  or  has  met  the  requirements  for  ap- 
proval of  special  health  care  facilities  as  established  by  the  American  Hospital 
Association. 

Section  1861  (k)  (p.  74),  which  deals  with  utilization  review,  provides  that 
where  circumstances  require,  the  review  may  be  made  by  a  group  from  outside 
the  facility.  We  suggest  that  lines  20-23,  page  74,  be  changed  to  read  "(i)  which 
is  established  by  the  local  medical  society;  in  estaMishing  stick  group,  there 
may  he  participation  ty  some  or  all  of  the  hospitals  and  extended  care  facilities 
in  the  locality ;  or  (ii)  if  *  *  *." 

We  suggest,  if  this  mechanism  is  to  be  used,  that  subsection  (4)  (p.  75,  lines 
10  through  15)  be  amended  to  read  as  follows:  "(4)  for  prompt  notification 
to  the  institution  and  to  the  individual,  through  his  attending  physician,  of  any 
finding  (made  after  opportunity  for  consultation  to  such  attending  physician) 
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by  tlie  physician  members  of  such  committee  or  group  that  any  further  stay  in 
the  institution  is  not  medically  necessary." 

Further,  we  believe  that  this  subsection  should  be  amended  to  provide  im- 
munity from  civil  liability  for  physicians  and  others  who  serve  on  the  utiliza- 
tion review  committees  established  under  the  bill.  We  can  visualize  circum- 
stances surrounding  admissions  and  discharges,  as  well  as  other  actions  which 
may  be  required  of  review  committee  members,  in  which  such  liability  could 
arise. 

While  we  are  on  this  matter,  we  again  voice  our  earlier  warning  that  too 
much  reliance  is  placed  in  this  legislation  on  the  utilization  review  procedure 
as  a  safeguard  against  excessive  demand  and  overburdening  of  facilities. 

In  a  number  of  instances,  utilization  review  committees  have  proven  their 
value  and  have  occamplished  the  objectives  for  which  they  were  conceived.  But 
these  were  under  normal  circumstances.  The  situation  which  will  obtain  when 
millions  of  elderly  Americans  seek  benefits  they  believe  themselves  entitled  to 
under  this  program  will  be  anything  but  normal. 

Section  1861(1)  (p.  76)  relating  to  "agreements  for  transfer  between  extended 
care  facilities  and  hopsitals"  as  well  as  all  other  sections  referring  to 
such  agreements  should  be  stricken.  We  can  see  no  necessity  for  restricting 
the  number  of  qualified  licensed  extended  care  facilities,  nor  do  we  see  that 
such  a  provision  is  necessary  in  order  to  assure  that  proper  medical  information 
concerning  the  patient  will  be  available.  The  requirement  of  an  agreement 
could  have  the  effect  of  placing  qualified  nursing  homes  under  fair  competitive 
disadvantage. 

In  the  event  this  subsection  is  not  deleted,  we  would  recommend  that  the  words 
"essential  to  assuring"  (p.  77,  line  6)  be  stricken  and  the  phrase  "desirable  in 
order  to  assure"  be  substituted  therefor.  This  would  permit  the  inclusion  of 
a  nursing  home  which  has  attempted  in  good  faith  to  enter  into  an  agreement 
with  a  hospital,  where  the  Secretary  finds  that  to  include  the  nursing  home  under 
the  provisions  of  the  bill  would  be  in  the  best  interests  of  the  community. 

Section  1861  (n)  (p.  79)  requires  that  a  plan  covering  home  health  services  be 
established  within  14  days  after  discharge  from  a  hospital  or  extended  care  facil- 
ity. As  previously  recommended  with  respect  to  admission  to  extended  care 
facilities,  we  believe  the  period  should  be  extended  to  permit  the  plan  to  be  estab- 
lished within  90  days. 

Section  1861  (t)  (p.  83)  limits  the  drugs  and  biologicals  to  be  made  available 
in  hospitals  and  extended  care  facilities  to  those  included  in  certain  compendia 
and  publications  or  to  those  which  are  selected  by  the  pharmacy  and  drug  thera- 
peutics committee  of  a  hospital.  The  AMA  feels  that  this  definition  is  an  imnec- 
essary  restriction  on  the  physician  in  his  treatment  of  his  patient.  With  respect 
to  compendia,  there  is  always  a  delay  in  a  new  drug's  being  added  to  the  list. 
With  respect  to  the  therapeutics  committee,  chaos  could  result  in  that  not  only 
would  the  physician  be  restricted  in  his  choice  of  drug  (which  is  made  on  the 
basis  of  the  individual  patient) ,  but  different  hospitals  in  the  same  area  may  have 
differing  formularies. 

The  American  Medical  Association  believes  that  adequate  protection  of  the 
patient  is  provided  under  the  existing  food  and  drug  law.  We  can  see  no  reason 
why  a  drug  which  has  met  the  requirements  of  that  law  should  not  be  prescribed 
if  the  patient's  condition  warrants  it.  Therefore,  we  would  urge  the  deletion 
of  section  1861  (t). 

Section  1861  (v)  (p.  84)  is  concerned  with  reasonable  cost  and  is  the  section 
which  may  be  the  nub  of  control  in  the  future.  For  the  present,  it  calls  for  pay- 
ment of  "the  reasonable  cost  of  any  services."  The  Secretary  is  given  authority 
to  establish  in  regulations  methods  to  be  used  and  the  items  to  be  included  in  de- 
termining the  costs.  With  this  authority  he  is  given  the  potential  for  conrolling 
medical  care  in  the  future.  We  suggest  that  the  word  "reasonable"  be  deleted 
in  order  to  limit  the  means  by  which  unnecessary  controls  could  be  interjected. 

Section  1866(d)  (p.  96)  provides  that  if  the  Secretary  finds  there  is  a  substan- 
tial failure  to  make  timely  review  of  utilization  of  long-stay  cases  in  a  hospital  or 
extended  care  facility,  he  may,  in  lieu  of  terminating  an  agreement  with  the 
facility,  decide  that  with  respect  to  any  individual  admitted  to  the  hospital  or 
facility  after  a  date  specified  by  him,  no  payment  would  be  made  under  the  pro- 
gram after  the  20th  day  of  a  continuous  period  of  services.  We  recommend  that 
there  be  60  days'  notice  required  under  this  subsection  to  preclude  the  possibility 
that  a  patient  will  be  penalized  although  he  himself  is  not  at  fault. 

Section  1869  (p.  101)  provides  for  determinations  of  eligibility  for  benefits  and 
appeals  by  the  individual.   Subsection  (b)  would  authorize  the  individual  to  ob- 
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tain  a  hearing  if  the  controversy  involves  benefits  under  part  1-A  in  excess  of 
$1,000.  It  is  our  understanding  that  the  sum  originally  was  to  be  set  at  $100,  but 
that  the  figure  was  increased  for  housekeeping  purposes.  We  believe  that  the  right 
of  appeal  siiould  not  be  seriously  curtailed  by  setting  an  unrealistic  sum  as  a 
requirement  for  the  appeal. 

Section  106  (p.  114)  would  amend  the  Internal  Revenue  Code  with  respect  to 
medical  expense  deductions.  On  the  one  hand,  it  would  grant  a  deduction  to  every 
taxpayer  of  one-half  the  amount  (up  to  a  maximum  of  $250)  which  he  spends 
for  health  insurance.  The  American  Medical  Association  supports  this  deduc- 
tion as  an  incentive  to  the  individual  to  purchase  his  own  health  insurance  pro- 
tection. 

On  the  other  hand,  this  section  would  remove  the  current  exemption  from  the 
3-percent  rule  with  respect  to  medical  expenses  and  the  exemption  from  the  1- 
percent  rule  with  respect  to  medicine  and  drug  expenses  which  have  been  granted 
to  the  aged.  The  American  Medical  Association  opposes  these  provisions  as  a 
step  backward.  We  strongly  urge  that  this  committee  reject  these  latter  changes 
contained  in  the  bill. 

At  the  same  time,  the  association  urges  that  the  committee  give  favorable 
consideration  to  the  following  three  suggested  amendments  to  the  Internal  Reve- 
nue Code  with  respect  to  the  medical  expenses  of  the  aged. 

For  persons  who  have  attained  age  65,  we  propose  the  using  of  a  credit  against 
tax  liability  instead  of  a  medical  expense  deduction.  The  tax  credit  should  be 
related  to  the  amount  of  his  income  and  to  his  medical  expenses  so  that  a  tax- 
payer who  has  a  burden  of  medical  expenses  which  is  large  in  proportion  to  his 
income  will  receive  the  greater  amount  of  tax  relief. 

Our  second  proposed  code  amendment  would  permit  taxpayers  over  age  65  to 
receive  full  tax  benefits  for  medical  expenses  by  use  of  the  carryforward  and 
carryback  method.  The  code  now  permits  businesses  to  offset  losses  in  1  year 
against  profits  in  another  year.  We  believe  that  it  would  be  equitable  to  apply 
the  carryforward  and  carryback  mechanism  to  the  medical  expenses  of  elderly 
persons.  If  the  medical  expenses  of  a  taxpayer  who  has  attained  age  65  are  un- 
usually high  in  1  year,  he  should  be  permitted  to  carry  back  (or  forward)  the 
"excess"  so  that  the  tax  benefits  will  not  be  lost  to  him.  We  therefore  recommend 
that  the  code  be  amended  to  authorize  for  these  taxpayers  a  3-year  carryback  and 
a  5-year  carryforward  for  unclaimed  medical  care  deductions. 

Our  third  proposed  code  amendment  is  to  permit  a  taxpayer  to  deduct  in  full 
the  amount  paid  for  the  medical  care  of  any  person  who  has  reached  the  age  of 
65  and  is  within  the  named  group  of  persons  defined  as  dependents  under  section 
152  of  the  Internal  Revenue  Code. 

Under  existing  law,  a  taxpayer  is  entitled  to  deduct  without  limitation  the 
amount  he  has  spent  for  the  medical  care  of  his  parents  or  his  wife's  parents 
who  are  his  dependents  and  who  have  attained  age  65.  However,  with  respect  to 
his  sisters,  brothers,  grandparents,  or  other  dependents  who  have  attained  age  65, 
the  general  rule  applies  which  permits  the  taxpayer  to  deduct  only  those  medical 
expenses  which  exceed  8  percent  of  his  gross  income.  There  appears  to  be  no 
reasonable  basis  for  restricting  the  taxpayer  to  a  smaller  deduction  merely  be- 
cause the  dependent  is  not  a  parent.  The  financial  hardship  to  the  taxpayer  is  the 
same  regardless  of  the  degree  of  family  relationship. 

Another  inequity  is  the  requirement  of  dependency  before  a  taxpayer  can  de- 
duct for  the  medical  expenses  which  he  has  paid  for  another  person.  Under 
existing  law,  unless  the  taxpayer  has  contributed  more  than  one-half  of  a  person's 
support,  the  individual  is  not  a  dependent  and  the  amount  paid  by  the  taxpayer 
for  the  medical  care  of  the  individual  is  not  deductible.  Permitting  the  taxpayer 
to  deduct  his  contribution  toward  the  medical  care  of  an  elderly  relation  will 
encourage  family  responsibility.  It  will  also  make  it  unnecessary,  in  those  cases 
where  it  might  otherwise  be  so,  for  the  aging  persons  to  convert  to  cash  necessary 
income-producing  assets  in  order  to  pay  for  their  medical  care. 

Title  I,  part  2:  ''Grants  to  States  for  Medical  Assistance  Programs" 

The  American  Medical  Association  favors  part  2  of  title  I,  which  would  estab- 
lish a  new  title  XIX  in  the  Social  Security  Act.  In  essence,  this  new  title  would 
provide  that  after  July  1,  1967,  the  Federal  Government  would  make  contribu- 
tions to  the  States  for  medical  care  for  all  their  public  assistance  recipients  only 
if  the  State  has  established  a  medical  assistance  program  which  meets  the  re- 
quirements of  this  title.  In  the  main,  we  believe  that  this  concept  has  merit  in 
that  the  provisions  of  the  title  will  require  equal  treatment  for  all  our  public 
assistance  recipients.   It  should  also  result  in  a  more  eflScient  administration  of 
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the  program.   However,  we  believe  that  certain  of  the  requirements  for  a  State 
plan  require  modification. 

Section  1902  (p.  125)  establishes  the  requirements  for  a  State  plan  under  the 
program.  Paragraph  (2)  establishes  a  minimum  of  State  financial  participation 
for  the  period  before  July  1,  1970.  It  also  provides  that  after  that  date,  the 
financial  participation  by  the  State  would  have  to  equal  all  the  non-Federal  share. 
This  provision  would  preclude  any  contribution  from  the  local  level.  The  asso- 
ciation believes  that  if  the  individual  or  his  family  cannot  provide  for  him,  the 
responsibility  passes  to  his  local  community.  We  recommend,  therefore,  that  the 
provision  in  existing  law  which  simply  says  that  the  State  plan  must  "provide  for 
financial  participation  by  the  State"  be  substituted  for  this  requirement. 

Paragraph  (5)  (p.  126)  requires  that  the  State  agency  administering  the  plan 
under  existing  title  I  or  XVI  would  have  to  administer,  or  supervise  the  adminis- 
tration of,  the  plan  for  medical  assistance.  We  would  remind  the  committee  that 
the  new  title  is  concerned  solely  with  the  provision  of  medical  care.  It  w(mld 
seem  appropriate,  therefore,  that  the  States  should  be  authorized  to  determine  for 
themselves  which  agency  should  administer  the  program. 

Paragraph  (10)  (p.  127)  provides  for  making  medical  assistance  available  to 
all  individuals  receiving  aid  or  assistance  under  the  categorical  public  assistance 
grants.  We  agree  with  the  basic  intent  of  this  proposal  to  consolidate  the  medi- 
cal care  programs  for  the  four  categories  of  assistance.  It  has  thus  been  AMA 
policy  since  195S.  However,  we  believe  that  the  States  should  not  be  required 
to  extend  the  MAA  "medically  indigent"  principle  to  the  other  three  federally 
defined  categories  of  need  (blind,  disabled,  families  with  dependent  children). 
We  believe  that  this  should  be  optional,  not  mandatory. 

Paragraph  (12)  (p.  128)  requires  that  in  determining  blindness,  the  examina-  — 

tion  is  to  be  conducted  by  a  "physician  skilled  in  the  diseases  of  the  eye  or  by  an 
optometrist,  whichever  the  individual  may  select."  The  determination  of  blind- 
ness is  a  medical  determination  which  requires  complete  knowledge  in  diagnosis 
and  treatment  of  systemic  diseases  from  which  blindness  may  result.  It  is  our 
understanding  that  it  is  the  practice  of  the  Department  of  Health.  Education, 
and  Welfare  to  refer  all  individuals  about  whom  such  a  determination  has  been 
made  to  a  physician  for  a  final  determination.  Therefore,  we  recommend  the 
deletion  of  the  phrase  "or  by  an  optometrist." 

Paragraph  (13)  (p.  120)  sets  out  the  type  of  care  that  would  have  to  be  offered 
to  recipients.  It  also  provides  that  after  July  1,  1967,  a  State  plan  for  medical 
assistance  would  have  to  provide  for  payment  of  reasonable  costs  for  inpatient 
hospital  services  "in  accordance  with  standards  approved  by  the  Secretary." 
We  believe  that  the  State  should  pay  the  customary  cost  of  all  services  provided. 
We  further  believe  that  the  States  are  capable  of  developing  the  required  stand- 
ards, and  we  can  see  no  reason  for  the  provision  that  the  Secretary  must  approve 
the  standards. 

Paragraph  (18)  (p.  132)  modifies  the  provisions  as  to  lien  recoveries  under 
existing  public  assistance  laws.  In  a  conference  on  Kerr-Mills  conducted  by  the 
American  Medical  Association  this  last  January,  a  consensus  held  that  lien  laws 
were  of  no  particular  value.  Many  States  reported  that  the  costs  of  recovery 
exceeded  the  amounts  recovered. 

W^  would  also  like  to  note  our  wholehearted  support  of  the  requirements  in 
the  State  plan  that  this  medical  program  be  under  the  supervision  of  profes- 
sional medical  personnel,  that  limit  legal  responsibility  to  spouses  and  to  par- 
ents for  their  children,  that  require  flexible  income  standards  in  determining 
eligibility,  and  that  call  for  simplification  of  certification  procedures. 

We  not  and  endorse  the  provisions  which  authorize  payment  for  care  for  aged 
individuals  in  tuberculosis  and  mental  hospitals.  We  also  not  that  the  bill  (pp. 
137-138)  requires  that  payments  could  be  made  for  institutional  care  only  in  the 
event  that  the  State  demonstrates  it  has  increased  total  mental  health  expendi- 
tures. We  do  not  see  the  relevancy  of  requiring  that  payment  for  tubercular  care 
be  based  on  increased  mental  health  expenditures. 

Section  1903(e)  (p.  141)  requires  that  by  1975  the  States  must  provide  "com- 
prehensive care  and  services  to  substantialiy  all  individuals  who  meet  the  plan's 
eligibility  standards  with  respect  to  income  and  resources,"  etc.  The  bill  does 
not  define  "comprehensive  care  and  services"  nor  is  it  clear  as  to  the  extent  of 
the  beneficiaries  who  are  designated  as  "substantially  all  individuals  who  meet 
the  plan's  eligibility  standards  with  respect  to  income  and  resources."  We 
understand  this  provision  is  being  interpreted  to  mean  that  by  1975  all  medically 
needy  individuals  in  the  State,  regardless  of  age  or  physical  disability,  will  be 
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eligible  for  assistance  under  the  program.  We  furtlier  understand  that  "compre- 
hensive services"  may  be  interpreted  to  mean  all  14  services  listed  on  pages  142 
and  143  of  the  bill.  If  these  projected  interpretations  are  correct,  a  program  to 
provide  all  medical  care  for  all  medically  needy  persons,  regardless  of  age  or 
physical  disability,  will  be  implemented.  Such  implementation  would  have  a 
major  effect  on  our  present  system  of  providing  medical  care  for  the  needy.  This 
section  vt^arrants  careful  study. 

Title  II,  part  1 

Part  1  of  this  title  is  concerned  with  the  maternal  and  child  health  and  the 
crippled  children's  programs.  WhUe  we  generally  endorse  this  part  of  the  bill, 
we  believe  that  some  of  the  provisions  need  clarification. 

The  bill  amends  section  504  of  the  Maternal  and  Child  Health  Act  and  section 
514  of  the  Crippled  Children's  Act  to  provide  that  payment  could  not  be  made 
under  either  program  after  the  end  of  fiscal  1966  unless  the  State  makes  a  show- 
ing that  it  is  extending  the  provisions  of  both  programs  in  the  State  with  a  view 
to  making  such  services  available  by  July  1,  1975,  "to  children  in  all  parts  of  the 
State."  The  question  arises  as  to  whether  this  language  means  to  all  children 
in  the  State,  or  to  all  needy  children  in  the  State.  We  believe  it  should  mean 
the  latter,  and  that  appropriate  qualifying  language  should  be  added. 

iSection  203  (p.  148)  of  the  bill  would  add  a  new  section  to  the  crippled  chil- 
dren's program  under  which  grants  would  be  made  to  institutions  of  higher 
learning  for  training  of  "professional  personnel"  for  the  health  and  related 
care  of  crippled  children,  particularly  mentally  retarded  children  and  children 
with  multiple  handicaps.  We  believe  there  are  existing  grant  programs  which 
are  available  to  provide  for  training  of  professional  personnel,  and  would 
recommend  additional  consideration  of  this  section  to  avoid  duplciation  of  exist- 
ing programs. 

Section  204  fp.  148)  would  amend  the  provisions  of  the  maternal  and  child 
health  and  crippled  children's  program  establishing  requirements  for  State 
plans  to  provide  that  the  State  plans  for  these  programs  would,  after  July  1, 
1967,  have  to  provide  for  payment  of  the  "reasonable"  cost  of  inpatient  hospital 
services  in  accordance  with  standards  approved  by  the  Secretary.  As  we  stated 
earlier,  we  believe  the  State  should  pay  the  "customary"  cost  of  such  services. 

Section  205  (p.  149)  of  the  bill  establishes  special  project  grants  for  compi'e- 
hensive  health  care  for  school  and  preschool  children.  The  beneficiaries  of  this 
program  are  not  properly  identified.  The  section  refers  to  children  and  youth 
"particularly  in  areas  with  concentrations  of  low-income  families"  but  addi- 
tional language  refers  to  children  who  do  not  otherwise  receive  the  care  "be- 
cause they  are  from  low-income  families  or  for  other  reasons  beyond  their 
control."  This  program  should  be  properly  limited  to  children  from  low-income 
families.  In  addition,  the  terms  "preschool"  and  "school"  age  should  be  defined 
to  clearly  express  the  intent  desired,  and  to  avoid  an  interpretation  that  would 
encompass  an  age  range  extending  from  infancy  through  college. 

Our  final  comment  on  this  provision  is  that  we  believe  it  to  be  incumbent 
upon  this  committee  to  determine  that  there  is  coordination  between  this  pro- 
gram and  the  maternal  and  child  health  and  the  crippled  children's  programs 
as  they  would  be  amended  by  the  bill,  the  program  of  aid  to  families  with  de- 
pendent children,  the  vaccination  assistance  program,  the  elementary  and  sec- 
ondary education  program,  the  economic  opportunity  program,  and  the  numerous 
other  grant-in-aid  programs  under  which  children  may  receive  medical  care,  so 
as  to  avoid  duplication  as  much  as  possible. 

Title  III:  Social  security  amendments 

This  title  would  make  numerous  amendments  to  the  OASI  and  disability 
insurance  provisions  of  title  II  of  the  Social  Security  Act.  We  would,  however, 
urge  again  that  the  committee  delete  the  provision  (sec.  311)  (p.  218)  which 
provides  compulsory  social  security  coverage  for  self-employed  physicians  and 
for  interns  and  residents. 

The  American  Medical  Association,  which  represents  more  than  70  percent, 
or  approximately  200,000  of  the  physicians  in  this  country,  has,  since  1949, 
opposed  inclusion  of  physicans  under  title  II  of  the  Social  Security  Act.  It  is  a 
policy  that  has  been  adopted  by  our  house  of  delegates  over  and  over  again. 

For  reasons  stated  earlier,  we  submit  that  this  section  of  the  pending  bill 
would  represent  unnecessary  and  unreasonable  action  directed  at  self-employed 
physicians.  We  urge  the  committee  to  reject  it. 

Section  303  amends  the  definition  of  disability  by  eliminating  the  requirement 
that  the  impairment  be  "expected  to  result  in  death  or  be  of  long-continued  and 
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indefinite  duration."  This,  in  effect,  would  permit  disability  payments  for  a 
temporary  disability  so  long  as  it  extends  over  a  period  of  6  months  or  more. 
We  believe  that  the  character  of  the  program  should  continue  to  be  one  which 
is  based  on  a  concept  of  permanent  disability.  Accordingly,  we  recommend 
that  the  definition  which  now  exists  in  the  law  be  retained. 

Concerning  this  amendment,  we  note  that  section  1862  (pp.  87-89)  provides 
that  "no  payment  may  be  made  under  part  A  or  B  for  any  item  or  service  for 
which  payment  has  been  made  or  can  reasonably  be  expected  to  be  made  under 
a  workmen's  compensation  law  or  plan  of  the  United  States  or  a  State."  This 
provision  would  eliminate  duplication  of  medical  benefits  and  hospital,  or  nurs- 
ing home  benefits  to  an  injured  worker  already  covered  by  workmen's  compen- 
sation, but  it  would  do  nothing  to  prevent  duplication  of  compensation  for  loss 
of  wages  from  the  workmen's  compensation  system.  Furthermore,  if  the  change 
in  definition  is  retained,  it  would  greatly  increase  the  number  of  individuals 
who  might  receive  both  workmen's  compensation  and  OASDI  benefits  for  loss 
of  wages  owing  to  temporary  total  disability.  H.R.  6675  does  not,  therefore, 
reestablish  the  so-called  offset  provision  which  was  enforced  through  1958,  and 
which  required  OASDI  to  reduce  its  income  benefits  by  any  amounts  already 
being  received  from  workmen's  compensation. 

Under  H.R.  6675  it  is  possible  for  an  individual  to  receive  social  security 
disability  benefits  for  a  temporary  disability  while  he  is  also  receiving  workmen's 
compensation.  We  believe  that  this  may  lessen  the  individual's  incentive  to 
return  to  work.  We  urge  that  the  offset  provisions  be  reinserted  so  that  indi- 
viduals cannot  receive  double  benefits. 

We  trust  that  foregoing  suggestions  will  be  helpful  in  the  committee's  deliber- 
ations. We  further  believe  that  the  experience  of  the  American  Medical  Asso- 
ciation and  its  members  would  contribute  to  any  discussions  concerned  with 
development  of  any  program,  and  we  stand  ready  to  cooperate  in  this  regard. 

And  now,  Mr.  Chairman  and  members  of  the  committee,  a  few  final  words. 
What  we  have  said  here  and  what  we  will  say  in  the  next  few  moments  may 
cause  no  hesitation  in  this  chamber  or  stay  in  the  slightest  degree  the  hand  of 
the  Senate  in  the  approval  of  this  bill.  Yet  I  hope — I  fervently  hope — that  these 
words  will  be  carefully  weighed. 

H.R.  6675,  if  enacted  into  law,  will  affect  the  lives  of  all  who  live  today,  and 
the  lives  of  our  children  and  our  children's  children.  H.R.  6675  will  introduce 
into  our  way  of  living  an  entirely  new  concept  of  social  welfare.  H.R.  6675  will 
alter  the  structure  of  our  medical  care  system  for  generations  to  come. 

In  the  face,  then,  of  so  vital  a  stake,  should  you  not  once  more  pause  and 
consider? 

You  are  familiar  with  the  inscriptions  on  the  National  Archives  Building  which 
read  :  "What  is  past  is  prologue"  and  "Study  the  past." 

To  try  to  gain  a  glimmering  of  the  shape  of  things  that  portend  as  a  direct 
result  of  the  action  yon  are  being  asked  to  take,  let  us  examine  the  past.  Let  us 
look  for  a  moment  at  government  medical  systems  in  other  parts  of  the  world. 

Have  national  medical  schemes  resulted  in  medical,  health,  or  economic  gains? 
Has  the  health  of  the  public  improved  or  made  gains  which  surpass  those  in 
our  country?  Has  medical  science  advanced  in  countries  with  socialized  medi- 
cine schemes,  comparable  to  its  progress  in  the  United  States  ?  Have  there  been 
economic  gains  to  their  people? 

The  answer  is  "No"  to  all  of  these  questions.  For  example  : 

The  physician  in  Germany,  w^orking  under  the  Government  insurance  plan, 
sees  an  average  number  of  patients  ranging  from  50  to  100  per  day,  with  some 
physicians  processing  as  many  as  30  to  40  patients  per  hour.  The  average  office 
consultation  in  German  panel  practice  is  6  minutes,  and  the  practitioner  in  in- 
dustrial areas  sees  40  to  60  patients  in  his  ofiice  and  makes  some  15  to  25  home 
visits  per  day.  With  a  10-hour  day,  this  allows  at  most  only  7  to  10  minutes  for 
each  patient  for  examination,  history  taking,  prescription,  travel  time,  and 
certifications. 

In  Russia,  the  citizen  has  a  very  limited  choice  of  physicians  and  can  hope  for 
a  consultation  time  of  6  to  10  minutes,  with  the  largest  part  of  that  time  devoted 
to  form  filling  and  other  paperwork.  The  patient  is  not  so  much  treated  as  he  is 
"processed." 

In  Great  Britain,  in  1960,  the  average  principal  general  practitioner  had  2.287 
patients  on  his  list.  On  an  average  of  six  visits  and  consultations  per  patient 
per  year,  and  in  a  49-week  year,  the  physician  rendered  280  items  of  service  per 
week,  or  47  per  day  on  a  6-day  basis.  This  averages  out  to  five  visits  and  con- 
sultations per  hour,  or  one  every  12  minutes.  Again,  this  includes  time  for  travel, 
47-140— 65— pt.  2  7 
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recordkeeping,  the  issuance  of  certificates,  history  taking,  and  physical  examina- 
tion. 

In  Sweden,  patients  complain  of  long  hours  of  waiting  to  see  the  physician, 
of  disrupted  diagnostic  procedures,  of  lack  of  privacy,  and  above  all,  of  the  diffi- 
culty of  getting  assurance  of  continuous  treatment  by  the  same  doctor  and  a 
good  heart-to-heart  talk  with  him.  These  complaints  are  readily  understandable 
when  we  see  that  about  40  percent  of  all  medical  care  outside  of  hospitalization 
is  provided  by  hospital  outpatient  departments,  where  the  great  number  of  pa- 
tients to  be  treated  in  a  short  time  makes  personal  contact  difficult. 

And  so  the  examples  go.  There  is  no  statistical  evidence  to  advance  any  theory 
that  socialized  medicine  schemes  have  resulted  in  an  improvement  in  health 
beyond  that  enjoyed  by  the  people  still  served  by  private  systems  of  medical 
care.  As  seen  above,  the  contrary  is  the  cases.  Long  waits,  poor  equipment  and 
facilities,  short  impersonal  examinations,  and  lots  of  recordkeeping  appear  to 
be  the  major  accomplishments  of  nationalized  health  systems. 

The  disillusionment  of  the  patient  is  shared  by  those  who  serve  him.  The 
doctor  is  appointed  as  the  unwilling  guardian  of  the  treasury  to  ration  the 
scheme's  benefits.  With  the  advent  of  state  medicine,  professional  discontent 
appears  to  be  the  rule  rather  than  the  exception.  Look  at  these  events  of  the 
last  12  months : 

In  Belgium,  a  strike  by  10,000  Belgian  physicians  was  ended  when  the 
Government  conscripted  most  of  the  M.D.'s  into  the  army  and  ordered  them 
back  to  work.  Last  November  about  one-half  of  Belgium's  physicians  struck 
again,  for  24  hours,  to  protest  against  reforms  they  contended  would  bank- 
rupt the  hospitals. 

Italy  has  had  two  strikes  in  the  last  year.  The  last  one  took  place  on 
April  12,  1965,  when  20,000  doctors  in  Italy's  public  hospitals  began  a  na- 
tionwide strike  to  support  demands  for  higher  pay  and  a  hospital  moderniza- 
tion program  and  changes  in  staff  appointments. 

Physician  walkouts  were  threatened  in  both  Germany  and  Sweden,  but 
were  headed  off. 

In  March,  1965,  the  British  Government  narrowly  avoided  a  strike  by 
Britain's  family  physicians.  They  asked  for  more  pay  and  also  complained 
strongly  of  the  health  care  facilities  which  are  paralyzed  by  slum  conditions 
and  outdated  equipment. 

These  are  a  few  recent  examples  of  the  problems  faced  by  physicians  which 
were  engendered  by  government  programs  to  provide  health  care  for  a  large 
segment  of  the  population.  Can  we  hope  that  the  American  plan  will  be  so  differ- 
ent as  to  negate  all  these  adverse  factors  in  the  other  systems  ? 

The  question  answers  itself.  There  is  nothing  in  the  history  of  nationalized 
medical  care  systems  which  can  lead  us  to  hope  our  experience  will  be  unique. 
The  programs  in  effect  in  the  foreign  countries  differ  from  each  other,  in  some 
cases  markedly.  Yet  they  are  similar  in  that  they  provide  government-controlled, 
tax-supported  health  care  for  all,  or  a  large  segment  of  the  population,  without 
regard  to  needs  of  the  people  for  financial  assistance.  This  concept  is  funda- 
mental to  H.R.  6675.    We  can  hope  for  no  better  results  here. 

The  American  system  of  medicine  for  a  great  many  years  has  been  a  system 
of  quality  medicine,  not  mass  production  medicine.  It  is  a  system  of  private 
medicine,  practiced  by  private  doctors  treating  private  patients,  free  to  make 
decisions  based  on  the  patient's  specific  medical  needs  and  nothing  else. 

Forget  for  a  moment  the  staggering,  though  unpredictable,  cost  of  the  pend- 
ing program.  Ignore  the  administrative  problems  that  it  would  create,  and  the 
burden  it  means  for  wage  earners  at  the  low  end  of  the  income  scale. 

Look  only  at  the  intrusion  of  Government  in  the  field  of  medicine,  which  can- 
not be  avoided  if  this  measure  is  adopted.  With  the  quantity  of  care  thus  re- 
stricted for  the  sake  of  controlling  costs,  the  quality  must  deteriorate.  The 
patient  is  the  ultimate  sufferer.  Look  again  at  the  experience  of  the  foreign 
programs. 

The  adoption  of  H.R.  6675  will  set  a  pattern  difficult  in  the  extreme  to  reverse. 
This  program  cannot  be  tried  out  and  easily  canceled  if  it  proves  unsatisfactory. 

This  may  be  our  last  chance  to  ask  you  to  write  legislation  which  will  meet  the 
Nation's  needs  and  at  the  same  time  avoid  the  pitfalls  of  a  Government-financed, 
Government-controlled,  and  Government-oriented  health  care  system.  This  may 
be  your  last  chance  to  weigh  the  consequences  of  taking  the  first  step  toward 
establishment  of  socialized  medicine  in  the  United  States. 

While  there  is  still  time,  we  urge  you  to  pause,  consider,  and  act  wisely. 
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Senator  Anderson.  Senator  Williams  ? 
Senator  Williams.  No  questions. 
Senator  Anderson.  Senator  Eibicoff  ? 
Senator  Carlson  ? 

Senator  Carlson.  Mr.  Chairman,  only  this :  I  appreciate  very  much 
Dr.  Ward's  testimony  this  morning  because  I  am  somewhat  familiar 
with  the  operations,  not  necessarily  of  the  National  Medical  Associa- 
tion, but  certainly  the  Kansas  Medical  Association,  with  which  I  have 
worked  as  a  Governor  of  a  State  and  as  a  Representative  in  Congress 
for  many  years,  and  I  have  found  that  they  usually  come  in  with  good 
sound  advice,  and  I  am  pleased  with  the  statement  made  by  Dr.  Ward 
this  morning  which  calls  attention  to  some  of  the  problems  that  I  see 
confronting  us  in  the  future  in  regard  to  the  possible  costs  of 
this  program. 

You  go  into  detail  in  several  of  your  sections  but  I  was  interested 
in  your  statement  where  you  discuss  1903  in  regard  to  where  we  may 
be  heading  in  the  future,  an  action  which  will  have  to  be  implemented 
by  1975. 

I  appreciate  your  calling  our  attention  to  it  because  it  is  one  thing 
that  has  concerned  me. 
I  thank  you  very  much. 
Dr.  Ward.  Thank  you,  sir. 
Senator  Anderson.  Senator  Curtis  ? 

Senator  CuR^ns.  Dr.  Ward,  what  kinds  of  the  practice  of  medicine 
have  you  been  engaged  in  ? 

Dr.  Ward.  In  general  surgery,  Mr.  Curtis. 
Senator  Curtis.  How  long  have  you  been  a  doctor  ? 
Dr.  Ward.  Thirty-five  years. 

Senator  Curtis.  Why  is  it  that  doctors  have  opposed  medicare  which 
will  start  out  as  hospitalization,  and  now  it  is  hospital  plus  medical 
care  for  all  the  people  over  65  regardless  of  need. 

What  is  the  basic  objection  ? 

Dr.  Ward.  The  basic  objections  have  been  the  Federal  control  of 
the  system,  and  that  it  is  not  based  on  need.  There  is  no  logical  re- 
sponsibility of  the  Federal  Government  in  this  area. 

Senator  Curtis.  How  does  our  system  of  medicine  compare  with 
other  medical  systems  around  the  world  at  the  present  time  ? 

Dr.  Ward.  I  think  that  our  system  is  the  finest  medical  system  in 
the  world. 

Senator  Curtis.  Would  you  briefly  cite  some  things  that  prove 
that? 

Dr.  Ward.  Well,  I  think  probably  one  of  the  greatest  things  is  the 
advancement  in  the  scientific  fields,  in  the  fields  of  diagnosis,  in 
therapeutics,  and  techniques.  The  fact  that,  since  1948,  approxi- 
mately^ 29  of  our  doctors  have  been  winners  of  the  Nobel  Prize  for 
Scientific  Achievement. 

Senator  Curtis.  Compared  to  the  rest  of  the  world  ? 

Dr.  Ward.  Yes,  sir.  When  we  compare  it  with  Great  Britain 
since  its  nationalization  of  medicine  in  1948,  I  believe  there  has  been 
only  one  such  physician  designated. 

Their  rate  of  hospital  construction  has  definitely  come  nowhere 
near  approaching  our  advancement  in  this  field. 

Senator  Curtis.  I  can  recall  when  I  was  a  boy  on  a  farm  in  Nebraska 
our  family  doctor  went  to  Vienna  to  study.    It  was  common  practice 


622 


SOCIAL  SECURITY 


for  medical  students  and  young  doctors  to  go  to  Vienna,  Rome,  Berlin, 
and  elsewhere  to  study. 

Is  that  the  trend  now  ? 

Dr.  Ward.  No,  sir ;  it  is  just  the  reverse. 

Senator  Curtis.  All  of  these  countries  do  have  some  sort  of  system 
of  government  medicine  ? 
Dr.  Ward.  Yes, sir. 

Senator  Curtis.  Where  are  the  young  doctors  and  medical  students 
of  the  world  gathering  for  the  finest  and  best  instructions  ? 
Dr.  Ward.  In  these  United  States,  sir. 

Senator  Curtis.  Then,  would  you  say  that  we  need  a  Government 
health  program  in  order  to  improve  our  medical  system  in  this  country  ? 
Dr.  Ward.  No,  sir. 

Senator  Curtis.  Our  problem  then  narrows  down  to  the  fact  that 
since  we  have  the  finest  medical  system,  the  problem  so  far  as  the 
public  is  concerned  is  that  part  of  our  population  over  65  do  not  have 
the  income  and  resources  to  avail  themselves  of  the  system  that  is 
around  them ;  isn't  that  right  ? 

Dr.  Ward.  Yes,  sir. 

Senator  Curtis.  So  when  we  meet  that  problem,  we  have  done  what 
should  be  done  in  the  public  sector ;  is  that  your  opinion  ? 
Dr.  Ward.  Yes,  sir. 

Senator  Curtis.  I  am  thoroughly  convinced  that  if  the  young  people 
and  the  middle  aged,  those  near  retiring,  are  taxed  heavily  to  provide 
free  hospitalization  and  free  medicine  to  individuals  over  65  who  may 
have  unlimited  capital  assets,  some  of  them  may  have  the  highest  in- 
come of  their  lives  and  a  great  many  of  their  burdens  such  as  buying 
homes,  paying  for  life  insurance,  and  educating  their  children  have 
gone  by,  they  don't  even  have  to  retire  under  this,  I  am  thoroughly 
convinced  if  our  people  are  taxed  to  pay  for  medicine  for  them,  that 
it  is  only  a  matter  of  time  when  there  will  be  proposals  in  Congress 
to  extend  this  free  care  to  people  below  65,  and  it  will  be  done. 

Dr.  Ward.  Yes,  sir. 

Senator  Curtis.  How  old  are  you  ? 

Dr.  Ward.  Sixty. 

Senator  Curtis.  You  expect  to  practice  medicine  for  a  few  years? 
Dr.  Ward.  I  hope  to,  sir. 

Senator  Curtis.  But,  this  program  will  have  its  impact  for  many, 
many  years  to  come. 

What  is  your  best  objective  opinion  as  to  what  such  a  course  would 
do  to  the  practice  of  medicine,  not  from  the  doctor's  standpoint  but 
from  the  patient's  standpoint,  if  we  launch  something  here  that  is 
almost  inevitably  going  to  be  expanded  ? 

What  is  going  to  be  its  effects  on  the  future  medical  and  health  sys- 
tem so  far  as  the  patient  is  concerned  in  the  years  that  lie  ahead  ? 

Dr.  Ward.  I  think  that  the  service  will  deteriorate  so  far  as  the 
patient  is  concerned.  We  know  that  when  the  budget  controls  the 
practice  of  medicine  there  is  only  one  individual  who  suffers,  and  he 
is  the  patient. 

Senator  Curtis.  Has  that  been  the  history  in  other  lands  ? 
Dr.  Ward.  Yes,  sir. 

Senator  Curtis.  Do  you  see  any  reason  why  it  shouldn't  be  here  ? 
Dr.  Ward.  Yes,  sir ;  why  should  we  sacrifice  first-rate  and  top-rate 
medicine  for  what  has  been  a  failure  in  other  countries? 
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Senator  Curtis.  Now,  do  you  find  that  all  people  over  65  as  a  class 
have  a  hard  time  paying  their  bills  they  owe  you  ? 
Dr.  Ward.  No,  sir. 

Senator  Curtis.  How  do  you  find  the  situation  with  respect  to 
young  people  in  their  twenties  and  thirties  and  forties  and  so  on  who 
are  raising  youngsters  and  educating  them  and  maybe  paying  for  their 
own  education  and  buying  homes  and  so  on,  do  some  of  them  have  some 
difficulties  ? 

Dr.  Ward.  Yes,  sir ;  they  do. 

Senator  Curtis.  Would  you  say  that  perhaps  some  of  the  heaviest 
or  most  difficult  financial  burdens  to  carry  for  medical  purposes  is 
with  the  yomiger  and  middle  aged  ? 

Dr.  Ward.  It  is  very  definitely. 

Senator  Curtis.  And  you  have  no  objections  to  hospital  and  medical 
service  being  provided  for  the  older  people  who  cannot  provide  it  for 
themselves  ? 

Dr.  Ward.  None,  sir.  We  have  supported  this. 

Senator  Curtis.  And  you  are  not  advocating  that  they  have  to  show 
they  are  paupers  but  that  you  want  some  reasonable  showing  that  they 
ought  to  have  some  help ;  is  that  right  ? 

Dr.  Ward.  A  simple  statement  of  income;  yes,  sir. 

Senator  Curtis.  Now,  I  want  to  ask  you  something  else. 

Frankly,  we  live  in  a  day  where  it  is  rather  fashionable  in  some  sec- 
tions to  ridicule  and  criticize  our  physicians.  I  do  not  agree  with 
them.  You  probably  have  some  people  in  j^our  profession  who  are 
scalawags.  There  are  a  few  in  politics  who  are.  But  I  do  not  share 
any  such  view.  I  think  you  have  a  noble  profession  and  the  fact  that 
every  person  in  every  family  has  respect  for  and  confidence  in  the 
family  doctor  is  one  of  the  finest  tributes  I  know. 

Now,  tell  me  in  a  layman's  language,  if  you  can,  why  it  will  result 
in  the  long  run  in  better  medical  care,  if  this  bill  passes,  if  these 
specialists,  radiologists,  and  the  pathologists,  what  are  the  other  two? 

Dr.  Ward.  Anesthesiologists  and  physiatrists. 

Senator  Curtis.  Yes. 

Why  should  they  be  dealt  with  as  other  doctors,  as  independent 
practitioners,  rather  than  under  the  hospital  section  ? 

Dr.  Ward.  Because  the  services  of  the  radiologists,  pathologists, 
anesthesiologists,  physiatrists  are  trained  medical  men;  they  render 
medical  services.  These  are  not  hospital  services,  and  we  feel  that 
if  they  are  included  mider  the  hospital  portion  that  this  will  lead  to 
control,  and  that  it  will  pave  the  way  for  other  specialties  to  be  taken 
into  the  hospital  system. 

Senator  Curtis.  Isn't  it  also  true  that  if  they  are  considered  as  part 
of  the  hospital  apparatus,  the  patient  in  the  hospital  who  does  not  re- 
quire the  services  of  these  specialists  pays  a  portion  of  it  and  it  is  for 
bed  costs? 

Dr.  Ward.  This  is  true.  Yes,  sir. 

Senator  Curtis.  Long  before  this  issue  was  raised  in  this  bill  here, 
I  visited  a  new  hospital  in  my  State  where  the  per  diem  rate  per  bed 
was  about  $12  or  $13  below  the  national  average  and  below  our  larger 
cities  and  I  asked  why.  They  said  primarily,  "We  do  not  have  the 
pathologists  and  radiologists  and  so  on  here,  and  that  other  hospitals 
do  carry  it  as  part  of  their  hospital,  absorb  it  in  their  general  opera- 
tion, and  it  increases  the  costs  of  the  beds." 
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Do  you  think  that  is  true  ? 

Dr.  Ward.  Yes,  this  is  common  knowledge  among  the  profession. 
Sen  ator  Curtis.  You  as  a  surgeon  laiow  that  is  true  ? 
Dr.  Ward.  Yes. 

Senator  Curtis.  And  does  it  also  lead  to  the  hospital  collecting  more 
for  the  services  of  these  specialists  than  in  return  is  paid  to  the  spe- 
cialists ? 

Dr.  Ward.  Yes. 

Senator  Curtis.  I  think  that  is  all. 
Senator  Anderson.  Senator  Douglas  ? 
Senator  Morton  ? 

Senator  Morton.  Doctor,  on  the  first  part  of  the  questions  by  Sen- 
ator Curtis  he  brought  up  this  matter  of  going  to  Europe  to  study 
50  years  ago.  He  said  when  he  was  a  young  man  his  family  doctor 
went.  Much  later  than  that,  when  I  was  a  young  kid,  my  father 
went  to  Germany,  he  was  an  M.D.,  and  he  went  to  Germany,  I  hate  to 
admit  it  but  this  was  52  years  ago,  so  I  could  substantiate  this.  He 
would  not  be  going  there  were  he  alive  and  practicing  today,  he  would 
not  be  going  there  for  his  studies,  and  I  think  it  is  significant,  too,  the 
Duke  of  Windsor,  when  he  had  some  trouble,  could  go  anywhere  in 
the  world,  came  to  this  country,  in  fact,  to  Houston,  Tex.,  I  believe, 
for  a  very  delicate  operation  in  which  this  country  has  established  a 
reputation. 

I  want  to  thank  you,  too.  Doctor,  for  your  forthright  statement. 

Dr.  Ward.  Thank  you,  sir. 

Senator  Anderson.  Senator  Gore? 

Senator  Gore.  No  questions. 

Senator  Anderson.  Senator  Smathers? 

Senator  Smathers.  No  questions. 

Senator  Bennett.  Mr.  Chairman,  I  was  not  able  to  be  in  the  hear- 
ing room  during  your  statement  but  I  just  heard  the  tail  end  of  Sen- 
ator Curtis'  questions. 

Do  you  think  a  solution  of  this  particular  problem,  relating  to  spe- 
cialists might  be  to  allow  those  doctors  who  prefer  to  practice  through 
the  hospital  and  have  their  fees  paid  collected  by  the  hospital  to  do  that, 
and  those  individuals  who  prefer  to  practice  as  individuals  and  present 
their  own  bill  should  be  allowed  to  do  that  ? 

Dr.  Ward.  By  contractual  arrangements — voluntary,  of  course. 

Senator  Bennett.  It  seems  to  me  that  in  a  given  hospital,  if  there 
is  a  doctor  who  prefers  to  render  that  service  as  an  individual  phy- 
sician, and  make  his  own  arrangement  with  his  patient  he  should 
have  that  privilege,  and  if  there  are  doctors  who  would  be  very  happy 
to  make  a  contract  with  the  hospital  under  which  the  hospital  pro- 
vides their  services  and  collects — and  pays  them  for  it,  on  any  basis 
mutually  satisfactory  that  they  should  l3e  permitted  to  operate  on 
that  basis  under  this  law. 

Dr.  Ward.  As  the  bill  is  now  written,  he  can  still  do  that  volun- 
tarily— and  he  can  also  do  it  ethically.  We  don't  believe,  however, 
that  his  right  should  be  frozen  by  the  legislation. 

Senator  Bennett.  You  would  prefer  to  keep  the  door  open  for  those 
individuals  who  want  to  practice  as  individuals  and  present  their  own 
bill. 

Dr.  Ward.  Yes. 
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Senator  Bennett.  Thank  you  very  much. 

Senator  Anderson.  Doctor,  you  say  that — 
each  of  these  changes  is  a  fundamental  principle  of  S.  820,  the  eldercare  program, 
which  aroused  enthusiastic  public  support. 

Did  the  polls  ever  indicate  it  aroused  enthusiastic  public  support? 

Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  They  did  ? 

Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  Which  ones  ? 

Dr.  Ward.  Opinion  Research  Corp.  of  Princeton,  N.J. 

Senator  Anderson.  Yes. 

Was  that  financed  

Dr.  Ward.  Yes,  sir;  it  was  financed  by  the  American  Medical  As- 
sociation. 

Senator  Anderson.  Did  you  get  the  verdict  you  wanted  ? 
Dr.  Ward.  It  was  the  verdict  of  the  people,  sir. 
Senator  Anderson.  Was  it? 

Dr.  Ward.  We  didn't  ask  for  an  opinionated  report.  We  asked  for 
a  survey. 

Senator  Anderson.  You  didn't  trust  the  Gallup  poll  ? 
Dr.  Ward.  The  Gallup  poll?    Yes,  sir;  we  remember  the  Gallup 
polls. 

The  Gallup  poll  on  January  4,  1965,  stated  that  when  they  asked 
people  if  they  knew  the  provisions  of  the  medicare  bill — the  King- 
Anderson  bill — 40  percent  of  them  did  not  know  what  it  really  meant. 
They  were  misinformed  as  to  what  it  covered.  They  thought  it  was, 
shall  we  say,  the  whole  ball  of  wax.  They  thought  it  included  medi- 
cal services,  surgical  services,  hospital,  and  drug  services,  which  it 
does  not.  Thirty-seven  percent  had  no  idea  of  what  the  contents  of 
medicare,  the  King- Anderson,  and  the  tax  bill,  was,  leaving  23  per- 
cent of  the  people  having  some  Imowledge  of  the  contents  of  the 
bill. 

Senator  Anderson.  I  thought  we  were  talking  about  the  enthusiastic 
public  response  to  eldercare  ? 

Dr.  Ward.  Yes,  sir.  This  was  manifested  in  a  public  opinion  poll 
in  the  State  of  Iowa  which  showed  that  four  out  of  five  Iowa  people 
preferred  eldercare  over  medicare. 

We  also  know,  according  to  the  Opinion  Research  Corp.  of  Prince- 
ton, N.J.,  poll  taken  between  March  6  and  March  26,  1965,  that  74 
percent  of  the  people  favored  eldercare,  14  percent  medicare,  and  12 
percent  had  no  opinion. 

Senator  Anderson.  Do  you  suppose  that  is  why  the  Congress  is 
supporting  it  ? 

Dr.  Ward.  No,  sir.  I  don't  know  why  the  Congress  is  supporting 
it.  I  think  the  flood  of  mail  into  the  Congress  was  overwhelmingly 
in  favor  of  eldercare. 

Senator  Anderson.  You  discussed  the  study  by  the  Nation's  physi- 
cians stemming  from  their  years  of  experience,  that  this  program,  tliis 
eldercare  program  remains  this  day  the  only  one  before  Congress  that 
was  drafted  in  consultation  with  the  medical  profession  ? 

Dr.  Ward.  I  am  speaking  of  the  American  Medical  Association, 
which  represents  the  greatest  segment  of  physicians. 
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Senator  Anderson.  That  isn't  what  you  say,  Doctor.  I  would  agree 
with  you  if  you  said  it  was  the  only  one  proposed  by  the  American 
Medical  Association.    That  isn't  what  you  say,  is  it  ? 

You  say  it  is  the  only  one  before  Congress  that  was  drafted  in 
consultation  with  the  medical  profession. 

JsTow,  are  you  still  wanting  to  assert  that  ? 

Dr.  Ward.  I  stand  on  that  statement,  sir. 

Senator  Anderson.  You  still  assert  that  ? 

Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  Well,  are  you  acquainted  with  Senator  Javits  ? 
Dr. Ward.  Byname. 

Senator  Anderson.  He  had  a  panel :  There  was  a  man  named  Folsom, 
you  may  have  heard  of  him,  the  Eastman  Kodak  Co.,  onetime  Secre- 
tary of  Health,  Education,  and  Welfare;  Dr.  Arthur  Flemming,  one- 
time Secretary  of  Health,  Education,  and  Welfare.  He  had  some 
doctors  with  him  and  he  had  some  drafting  of  provisions. 

Would  you  say  this  was  consultation  with  the  medical  people? 

Dr.  Ward.  Were  these  medical  people  ? 

Senator  Anderson.  One  was  Prof.  Dickinson  Kichards  of  New 
York,  who  was  a  Nobel  Prize  winner ;  you  ruled  him  out. 
Dr.  Ward.  Did  I  rule  him  out  ? 
Senator  Anderson.  That  is  what  I  thought. 
Dr.  Ward.  Yes. 

Senator  Anderson.  We  had  a  long  discussion  in  the  provisions  of 
the  King- Anderson  bill  and  I  became  persuaded  that  a  doctor  in  Cali- 
fornia had  some  good  ideas,  a  man  named  Dr.  Alex  Gerber,  he  is  a 
member  of  the  American  Medical  Association,  I  believe,  and  you 
represent  him,  as  you  do  others. 

He  came  to  Albuquerque  and  spent  a  long  time  discussing  the  pro- 
visions of  the  King- Anderson  bill  and  made  some  valuable  sugges- 
tions, so  valuable  that  I  asked  the  Department  of  Health,  Education, 
and  Welfare  to  ask  him  to  come  to  Washington.  They  had  an  inter- 
esting discussion  with  him. 

Would  you  say  that  was  consultation  with  the  medical  profession  ? 

Dr.  Ward.  I  am  not  qualified  to  speak  for  Dr.  Gerber,  I  don't  know 
what  his  qualifications  are. 

Senator  Anderson.  He  is  a  professor  and  a  very  fine  practicing 
surgeon  and,  if  income  is  any  yardstick,  he  does  quite  well.  I  was 
called — I  was  reminded  of  that  by  a  man  named  McMillan,  who  is  a 
scientist.  I  was  having  dinner  with  some  scientists  from  the  jet  pro- 
pulsion laboratory  in  California  and  they  spoke  about  Dr.  Alex  Gerber 
and  I  said,  "How  did  you  know  about  him  ?" 

They  thought  he  was  an  interesting  personality.  But  you  would  not 
think  consultation  with  him  was  medical.  We  had  a  man  named 
Dr.  Spock  down  here  who  had  something  to  do  with  babies. 

Would  you  regard  him  as  a  member  of  the  medical  profession,  do 
you? 

Dr.  Ward.  If  he  has  a  doctor  of  medicine  degree,  yes.  But  I  think 
he  is  a  baby  specialist  and  does  not  take  care  of  elderly  people. 

Senator  Anderson.  He  doesn't  have  a  degree,  you  say  ? 

Dr.  Ward.  I  didn't  say  that,  sir.  I  said  if  he  has  a  medical  degree 
I  would  assume  he  is  a  doctor. 

Senator  Anderson.  You  don't  know  of  Dr.  Spock  then  ? 
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Dr.  Ward.  If  you  qualified  him  as  being  a  baby  specialist  which 
would  take  him  out  of  the  realm  of  the  elderly. 
Senator  Anderson.  Are  you  an  elderly  specialist  ? 
Dr.  Ward.  After  a  fashion,  yes. 

Senator  Anderson.  Well,  maybe  he  is  after  a  fashion.  [Laughter.] 
Well,  did  you  ever  hear  of  a  Dr.  Russell  Lee  in  California  ? 
Dr.  Ward.  I  am  sure  that  my  colleag-ue,  Dr.  Samuel  Sherman,  knows 
him.  I  would  refer  your  question  to  him. 
Senator  Anderson.  Yes. 

Dr.  Sherman.  Yes,  I  know  Dr.  Russell  Lee  very  well  and  I  respect 
him  very  highly  and  I  consider  him  a  great  authority.  I  think,  Sen- 
ator, that  the  point  is  that  we  feel  that  this  statement  is  valid,  because 
the  vast  majority  of  the  medical  profession  had  not  been  consulted,  nor 
had  the  representatives  of  the  vast  majority. 

You  have  consulted  individual  physicians  some  of  whom  are  very 
competent,  and  very  capable.  But  we  felt  that  consultation  should 
have  been  made  with  our  professional  organization  which  represents 
the  vast  majority  of  physicians  in  this  country. 

Senator  Anderson.  You  mentioned  a  while  ago  the  Duke  of  Wind- 
sor going  down  to  Houston. 

Did  he  see  a  Dr.  De  Bakey  ? 

Dr.  Ward.  Reportedly  so. 

Senator  Anderson.  What  is  Dr.  De  Bakey 's  attitude  toward  the 
King- Anderson  bill  ? 

Dr.  Ward.  I  haven't  any  idea,  sir. 

Senator  Anderson.  It  would  be  interesting. 

Dr.  Ward.  I  haven't  studied  his  report  on  the  King-Anderson  bill. 

Senator  Anderson.  We  had  20  highly  recognized  doctors  in  a  room 
for  a  v/hile  discussing  this  problem  and  knowing  that  you  still  insist 
that  it  was  not  drafted  in  consultation  with  the  medical  profession  ? 

Dr.  Ward.  I  am  speaking  for  the  body  which  represents  the  great- 
est number  of  physicians  in  this  country,  sir. 

Senator  Anderson.  But  that  isn't  what  your  statement  says,  is  it? 

You  get  on  this  question  of  customary  and  reasonable  charges.  You 
want  to  take  out  the  word  "reasonable." 

Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  That  is  going  to  lead  to  socialized  medicine  if 
you  leave  that  in,  you  say. 

AYliat  about  HIP,  what  did  it  do  about  regulating  charges? 
Dr.  Ward.  I  didn't  understand,  sir. 

Senator  Anderson.  The  health  insurance  plan  in  New  York.  You 
are  in  the  medical  profession,  aren't  you  ? 
Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  You  have  heard  of  these  organizations  like  Blue 
Cross  and  Blue  Shield,  and  HIP  in  New  York :  what  is  its  position  on 
this  matter  ? 

Dr.  Ward.  I  think  they  have  a  fixed-fee  schedule. 
Senator  Anderson.  They  do. 

Does  that  destroy  medicine  ?    I  appreciate  your  contribution. 
Dr.  Ward.  I  don't  think  it  does. 

Senator  Anderson.  I  don't  think  so,  either.  They  try  to  mako 
them  reasonable. 
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You  object  in  your  prepared  statement,  in  your  long  statement,  not 
the  short  one,  which  I  read  last  night,  to  changes  in  the  base. 

What  is  your  objection  to  the  change  in  the  taxable  base,  going 
from  $4,000  to  $4,200,  to  $4,600,  to  $5,600— what  is  your  objection  to 
that? 

In  your  statement,  at  least  that  is  what  my  note  says — I  hope  I 
didn't  write  it  down  wrong — ^you  said  only  a  few  months  ago  before 
this  committee  that  the  most  increasing  tax  burden  on  wage  earners 
to  first  consider  was  a  raise  to  $5,000,  then  $5,200,  then  $5,400,  then 
$6,000. 

Do  you  think  that  is  good  or  bad  ? 

Dr.  Ward.  We  think  that  this  is  bad  because  it  takes  away  more 
from  that  already  heavily  burdened  segment  of  our  population,  the 
younger  people. 

Senator  Anderson.  Do  you  believe  in  the  progressive  income  tax  ? 
Dr.  Ward.  Yes,  sir. 
Senator  Anderson.  You  do  ? 
Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  Now,  this  has  a  medical  tax  against  people  who 
make  up  to  $4,800  and  $5,600  and  a  greater  tax  against  people  who 
can  make  $6,600. 

Do  you  think  that  is  fundamentally  wrong?    Isn't  that  the  same 
principle  involved  in  the  progressive  income  tax  ? 
Dr.  Ward.  We  don't  object  to  the  change  in  the  base. 
Senator  Anderson.  You  don't  ? 

Dr.  Ward.  We  are  just  pointing  out  the  increasing  cost  of  the  bill 
and  the  tax  increases  needed  to  meet  it. 

Senator  Anderson.  You  don't  object  to  the  base  then  ? 
Dr.  Ward.  We  just  noted  it,  sir. 

Senator  Anderson.  I  was  going  to  give  you  the  fact  at  a  base  of 
$4,800,  then  66  percent  of  all  workers  will  have  their  total  earnings 
covered. 

If  you  bring  it  up  to  $5,600  then  74  percent  of  all  workers  will  have 
their  taxable  earnings  covered. 

If  you  bring  it  up  to  $6,600,  which  was  objected  very  strenuously 
to  the  other  day,  81  percent  of  all  workers  will  have  their  earnings 
covered. 

I  have  an  income  from  another  outside  interest  in  another  business ; 
is  it  wrong  if  my  base  is  $6,000  or  $6,600  as  against  a  worker's  base  of 
$3,000  or  $4,000? 

Dr.  Ward.  I  don't  say  that  this  is  wrong.  The  only  thing  is  that 
there  should  be  a  limit  to  it.  Income  that  is  above  the  base  is  not  pro- 
viding an  equitable  share,  I  don't  believe,  in  the  tax  structure.  I  am 
not  a  tax  expert.  I  merely  bring  to  your  attention  the  fact  that  the 
taxes  are  increasing  and  the  base  is  increasing. 

Senator  Anderson.  We  have  tried  to  show  some  reason  for  a  hos- 
pital care  bill,  and  I  pointed  out  in  this  hearing  two  or  three  times  the 
only  study  I  know  anything  about  is  the  study  made  by  the  Health, 
Education,  and  Welfare  Department  which  shows  in  1963  the  Social 
Security  Administration  found  that  an  aged  couple  who  don't  receive 
free  care  provided  by  Government  or  other  agencies  without  charge 
had  average  hospital  costs  of  $442  a  year.  That  is  the  average  of 
them. 
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But  if  one  of  them  was  hospitalized  the  total  medical  costs  went  up 
to  $1,220.  If  they  were  not  hospitalized,  the  average  was  $233. 

Would  you  think  those  figures  indicated  a  need  for  some  watching 
of  the  hospital  situation  ? 

Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  You  think  it  is  wrong  to  provide  against  those 
extra  c<Dsts? 

Dr.  Ward.  On  the  basis  of  need. 

Senator  Anderson.  Well,  if  the  bill  goes  

Dr.  Ward.  Not  for  everybody  over  65. 
Senator  Anderson.  Pardon? 

Dr.  Ward.  Not  for  everybody  over  65.  But  based  on  need,  this  is 
different. 

Senator  Anderson.  You  don't  believe  in  the  social  security  bill  at 
all  then,  do  you  ? 

Dr.  Ward.  I  didn't  say  that,  sir. 

Senator  Anderson.  Well,  I  will  ask  a  question  that  may  lead  to  it. 
If  a  man  is  a  working  man  and  retires  at  65  and  under  social  security 
he  gets  $200  a  month,  shouldn't  he  draw  it  whether  he  needs  it  or  not 
if  he  has  paid  his  premiums  ? 

Dr.  Ward.  I  didn't  know  that  there  was  a  vested  right  in  it. 

Senator  Anderson.  T\^iat  is  a  vested  right  ?  I  heard  that  argument 
for  5  hours  one  day ;  what  is  it  ? 

Dr.  Ward.  Are  you  speaking  now  of  hospital  care  or  benefits  ? 

Senator  Anderson.  No,  I  am  talking  about  the  social  security  pro- 
gram in  general. 

Dr.  Ward.  We  have  no  objection  to  that. 

Senator  Anderson.  You  have  no  objection  to  that  ? 

Dr.  Ward.  No,  sir. 

Senator  Anderson.  If  you  don't  object  to  providing  it  for  his  rent 
and  other  bills,  why  do  you  object  to  it  for  hospital  bills  ? 
Dr.  Ward.  In  the  first  place,  it  should  be  based  on  need. 
Senator  Anderson.  Well,  wait  a  minute. 

It  isn't  in  the  other  case  at  all.  If  a  man  comes  to  the  age  of  retire- 
ment and  has  a  million  dollars  he  can  draw  his  social  security  whether 
he  needs  it  or  not. 

Dr.  Ward.  Yes,  sir. 

Senator  Anderson.  You  don't  mind  it  as  long  as  it  isn't  in  your  field. 
Dr.  Ward.  No,  sir ;  I  didn't  say  that. 
Senator  Anderson.  'V\n[iat  did  you  say  ? 

Dr.  AYard.  I  object  to  the  inclusion  of  people  who  are  able  to  take 
care  of  themselves. 

Senator  Anderson.  These  people  in  social  security  who  paid  their 
money  over  a  period  of  time,  they  are  allowed  to  draw  their  social 
security,  whether  they  need  it  or  not. 

Do  you  object  to  that  ? 

Dr.  Y7 ard.  We  have  no  argument  about  that. 
Senator  Anderson.  You  don't  object  to  that  ? 
Dr.  Ward.  We  are  concerned  with  health. 

Senator  Anderson.  It  is  only  when  you  get  to  your  field  that  you 
object  to  it,  isn't  that  right  ? 

Dr.  Ward.  After  a  fashion,  yes,  sir. 
Senator  Anderson.  Thank  you. 
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I  have  no  further  questions. 

Senator  Smathers.  Mr.  Chairman,  may  I  ask  a  couple  of  questions? 
Doctor,  how  many  doctors  are  in  the  American  Medical  Association  ? 
Dr.  Ward.  Approximately  205,000. 

Senator  Smathers.  Wliat  percentage  of  the  doctors  of  the  United 
States  belong  to  the  American  Medical  Association  ? 

Dr.  Ward.  I  would  say  approximately  76  percent. 

Senator  Smathers.  Is  it  your  view  as  president  of  the  American 
Medical  Association  that  the  majority  of  the  doctors  in  this  associa- 
tion do  or  do  not  favor  this  particular  bill  ? 

Dr.  Ward.  I  believe  I  have  expressed  the  opinion  of  the  vast  major- 
ity of  the  members  of  the  iVmerican  Medical  Association  in  my  state- 
ments this  morning. 

Senator  Smathers.  When  you  say  that  you  believe  you  express  the 
opinion  of  the  vast  majority  of  the  members  of  the  AM  A,  how  do  you 
arrive  at  this  conclusion?  You  are  the  president  of  the  association. 
Are  you  authorized  by  your  group  to  speak  for  the  association  ? 

Dr.  Ward.  Yes,  sir,  by  the  house  of  delegates,  which  took  action 
February  9,  1965,  supporting  100  percent  the  eldercare  program,  and 
100  percent  opposition  to  the  medicare  program. 

Senator  Smathers.  It  would  not,  therefore,  be  unreasonable  for 
you  to  state  as  you  have  that  most  of  the  doctors  of  this  Nation  do 
not  favor  this  particular  bill  that  we  now  have  under  consideration? 

Dr.  Ward.  That  is  correct,  sir. 

Senator  Smathers.  That  does  not  mean  I  agree  with  you;  I  am 
just  trying  to  establish  the  fact  as  to  whether  or  not  you  do  represent 
the  thinking  of  most  of  the  doctors  which  I  happen  to  think  that  you  do. 

Dr.  Ward.  Yes,  sir. 

Senator  Smathers.  Doctor,  let  me  ask  you  this:  With  respect  to 
the  inclusion  of  doctors  under  social  security,  has  the  medical  profes- 
sion as  such  ever  run  a  poll  as  to  what  the  doctors  want  to  do  ? 

Dr.  Ward.  I  believe  this  has  been  done  in  individual  State  polls. 

Senator  Smathers.  First,  you  are  saying  that  as  far  as  the  Ameri- 
can Medical  Association  is  concerned  it  has  not  run  a  poll? 

Dr.  Ward.  This  is  correct,  sir. 

Senator  Smathers.  So  the  only  poll  that  we  have  which  would  reflect 
whether  or  not  individual  doctors  want  or  do  not  want  to  be  covered 
by  the  social  security  program  would  have  to  be  determined  by  State 
organizations  in  the  polls  which  they  may  have  run? 

Dr.  Ward.  The  house  of  delegates  has  taken  this  action,  Senator, 
and  has  rejected  the  inclusion  of  the  physicians  under  social  security 
system.    This  has  been  done  on  several  occasions. 

Senator  Smathers.  The  house  of  delegates. 

Dr.  Ward.  Yes,  sir. 

Senator  Smathers.  Of  course,  you  are  aware  of  many  respected 
physicians  who  do  desire  to  be  included  under  social  security. 

You  yourself  have  knowledge  of  some  doctors  who  do  wish  to  be 
included,  do  you  not  ? 

Dr.  Ward.  Yes,  sir. 

Senator  Smathers.  Just  as  an  estimate,  how  many  or  what  per- 
centage of  the  doctors  in  your  organization  desire  to  be  covered  under 
social  security  ? 
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Dr.  Ward.  I  have  no  definite  knowledge  of  how  many  would  want 
inclusion  under  the  social  security  bill. 

Senator  Smatheks.  As  president  of  the  American  Medical  Associa- 
tion, you  would  give  to  each  doctor  the  right,  would  you  not,  if  we 
were  able  to  work  it  out  here,  the  right  to  come  under  the  provisions 
of  social  security  if  he  wanted  to  ? 

Dr.  Ward.  Yes,  sir ;  on  a  voluntary  basis. 

Senator  Smathers.  That  is  all  I  have  to  ask  at  the  moment. 

Senator  Anderson.  Senator  Dirksen,  do  you  desire  to  ask  questions? 

Senator  Hartke  ? 

Senator  Hartke.  Thank  you,  Mr.  Chairman. 

Doctor,  you  are  really  opposed  to  any  type  of  program  basically 
along  these  lines ;  isn't  that  true  ?  Isn't  that  the  position  of  the  Amer- 
ican Medical  Association  ? 

Aren't  you  really  opposed  to  any  type  of  program  whether  it  be 
under  the  so-called  Kerr-Mills  approach,  or  the  King- Anderson  ap- 
proach ? 

Dr.  Ward.  No,  sir :  we  supported  the  Kerr-Mills  approach  and  have 
done  it  both  before  this  body  and  

Senator  Hartke.  All  right,  what  is  there  in  the  Kerr-Mills  ap- 
proach that  seems  to  you  to  have  such  outstanding  features  ? 

Dr.  Ward.  In  the  first  place  it  is  based  on  need. 

Senator  Hartke.  I  understand. 

Dr.  Ward.  It  has  local  administration. 

Senator  Hartke.  It  is  what  ? 

Dr.  Ward.  Local  administration. 

Senator  Hartke.  Well,  it  is  administered  through  the  welfare  de- 
partments ;  isn't  that  true  ? 

Dr.  Ward.  In  some  States,  yes,  sir ;  and  in  other  States  it  is  adminis- 
tered through  the  health  department. 

Senator  Hartke.  In  your  fact  sheet,  though,  you  complain  about 
the  fact  that  under  medicare  it  would  be  administered  through  the 
welfare  department.  That  is  what  you  say.  Yet  in  my  own  State 
of  Indiana  the  welfare  department  administers  the  Kerr-Mills  bill. 

Have  you  objected  to  that  portion  ? 

Dr.  Ward.  No,  sir;  we  have  not  objected.  We  have  left  this  up  to 
the  local  States  to  do  this;  that  is,  left  it  to  the  individual  States  to 
make  this  decision. 

Senator  Hartke.  Well,  well  

Dr.  Ward.  If  it  happens  in  Indiana  that  it  is  the  wish  of  the  people 
in  that  State,  the  medical  profession  in  that  State,  and  the  legislature 
in  that  State  

Senator  Hartke.  Do  you  feel  this  Kerr-Mills  approach  is  really 
providing  the  type  of  assistance  that  should  be  given  throughout  the 
United  States  to  all  States,  to  all  people  on  a  uniform  basis  ? 

Dr.  Ward.  It  has  that  potential ;  yes,  sir. 

Senator  Hartke.  Yes ;  I  understand  that. 

Let's  come  back.  The  truth  is  that  you  and  I  know,  and  all  the 
people  who  are  acquainted  with  this  program  know,  that  the  Kerr- 
Mills  program  is  only  operating  to  a  small  extent  and  only  in  a  few 
States ;  isn't  that  true  ? 

Dr.  Ward.  No,  sir. 

Senator  Hartke.  What  is  not  true  about  that  ? 
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Dr.  Ward.  It  is  operating  in  the  majority  of  the  States. 

Senator  Hartke.  But  to  all  major  intents  and  purposes,  I  say  it  is 
operating  in  just  a  few  States. 

There  is  no  real  dispute  about  that.  You  say  "potentially"  it  can 
operate  in  all  of  them,  and  I  am  not  going  to  argue  with  potentialities. 
But  the  truth  is  that  at  this  moment,  more  than  4  years  since  its  pas- 
sage, only  three  or  four  States  are  using  most  of  the  funds,  the  Fed- 
eral funds ;  isn't  that  true  ? 

Dr.  Ward.  No,  sir. 

Senator  Hartke.  What  is  not  true  about  that  ? 

Dr.  Ward.  May  I  refer  that  particular  question  to  Dr.  Sherman, 
please  ? 

Senator  Hartke.  You  can  refer  to  anybody  you  want  to.  I  just 
want  to  clear  up  some  of  these  fuzzy  ideas.  Even  one  of  your  own 
sponsors  of  the  eldercare  program  had  to  clear  up  some  of  your  state- 
ments, didn't  he  ? 

Dr.  Ward.  I  will  enlarge  on  that  after  you  hear  Dr.  Sherman,  sir. 

Dr.  Sherman.  I  would  like,  sir,  to  offer  for  the  record  a  special 
issue  of  the  Medical  Legislative  Digest  of  the  American  Medical  As- 
sociation entitled  "The  Kerr-Mills  Law,  Public  Law  86-778." 

This  gives  a  complete  synopsis  of  the  implementation  and  adminis- 
tration of  the  Kerr-Mills  law  since  it  was  enacted  and  it  compares, 
State  by  State,  what  is  provided. 

Senator  Hartke.  I  didn't  ask  you  what  it  provided.  I  said  where 
the  money  was  being  spent. 

Dr.  Sherman.  And  how  it  operates. 

Senator  Hartke.  What  ? 

Dr.  Sherman.  And  how  it  operates. 

Senator  Hartke.  I  didn't  ask  how  it  operates. 

Dr.  Sherman.  And  the  type  of  services. 

Senator  Hartke.  I  didn't  ask  about  the  service.  I  asked  a  simple 
question  of  where  the  Federal  money  was  being  spent.  There  is  no 
confusion  about  this,  really,  except  the  confusion  attempted  by  certain 
people  who  are  opposed  or  not  in  favor  of  certain  jDrograms.  But  the 
truth  is  that  most  of  the  Federal  money  has  gone  into  a  maximum  of 
five  States ;  isn't  that  true  ? 

Dr.  Sherman.  It  has  gone  into  a  maximum  of  anywhere  between 
six  and  eight  States  

Senator  Hartke.  All  right,  in  4  years. 

Dr.  Sherman  (continuing).  Who  have  provided  local  funds  to 
match  the  Federal  funds  according  to  their  own  local  needs. 

Senator  Hartke.  That  is  right.  And  the  truth  of  it  is  that  in  all  

Senator  Anderson.  Five  States  make  68  percent  of  all  payments, 
gets  66  percent  of  the  funds,  had  51  percent  of  all  recipients  but  only 
31  percent  of  the  aged.^  The  States  like  New  York,  Pennsylvania,  and 
California  can  afford  it  and  get  the  money.  States  that  can't  afford 
it  don't ;  isn't  that  correct,  Doctor  ? 

Dr.  Sherman.  Yes. 

Senator  Anderson.  We  all  recognize  this. 

Dr.  Ward.  Mr.  Chairman,  may  I  ask  permission  for  Mr.  Bernard 

Harrison,  our  legal  counsel,  to  make  a  statement? 

Senator  Anderson.  You  will  make  it,  I  hope,  Mr.  Harrison,  on  the 
subject  Senator  Hartke  raised.  Are  five  States  getting  most  of  the 
money  ?  If  you  have  contradictory  evidence  put  it  in. 
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Mr.  Harrison.  Yes ;  may  I  reply  to  that,  gentlemen  ? 
Senator  Anderson.  Yes. 

Mr.  Harrison.  It  is  true  a  certain  small  number  of  States,  five,  six, 
or  eight,  various  figures  have  been  used,  have  received  the  most  cash 
under  the  Kerr-Mills  program,  but  there  have  been  some  misleading 
statistics  involved  here. 

First  of  all,  the  percentage  that  is  used — the  percent  of  the  aged  of 
the  country — is  applied  to  the  entire  country;  that  is,  31  percent  of 
the  aged  in  the  entire  country.  Yet  we  are  speaking  only  of  the  aged 
under  Kerr-Mills. 

There  are  some  40  States  or  so  which  have  Kerr-Mills  programs. 
When  we  speak  of  the  percentage  of  the  aged  that  are  covered  we  speak 
of  all  the  aged  in  the  country.    There  is  some  variance  there. 

Furthermore,  the  programs  

Senator  Hartke.  Wait  a  minute. 

Who  has  confused  who  ?  You  say  it  was  a  matter  of  confusion  of 
the  statistics.  I  listened  to  everything  you  said  and  I  understood  it 
and  I  wasn't  confused.  I  don't  think  I  have  said  anything,  or  that 
Senator  Anderson  said  anything,  in  contradiction  of  what  you  said. 

Mr.  Harrison.  The  31-percent  figure  that  I  heard — does  that  apply 
to  the  number  of  aged  throughout  the  whole  country,  31  percent  of 
the  aged  of  all  the  country,  the  entire  20  million  ? 

Senator  Anderson.  We  can  change  the  figure  for  you  very  quickly — 
38  percent  of  all  the  aged  in  those  States  which  have  in  effect  Kerr- 
Mills  program  get  68  percent  of  all  the  payments. 

Mr.  Harrison.  Thank  you  very  much,  I  think  that  figure  then 
presents  a  correct  picture. 

Then  I  would  like  to  make  the  second  point  if  I  may. 

The  second  point  that  I  make,  sir,  is  that  the  States  which  have 
expended  the  greatest  sum  of  Kerr-Mills  funds  are  generally  the 
States  which  have  had  a  program  inaugurated  or  implemented  for 
the  longest  periods  of  time. 

Senator  Hartke.  Let  me  ask  you  a  question. 

Mr.  Harrison.  They  have  had  an  opportunity  then.  Senator,  through 
experience,  to  provide  a  program  with  greater  benefits. 

Senator  Hartke.  All  right.  That  is  a  fine  statement,  and  I  don't 
see  anything  wrong  with  it.   But  let  me  ask  you  a  question. 

"\Ylien  did  the  Federal  law  say  that  one  State  or  another  State  could 
not,  if  they  desired  to  do  so,  enact  immediately  or  any  time  they  wanted 
to? 

Mr.  Harrison.  It  never  said  so. 

Senator  Hartke.  Then  what  is  the  purpose  of  saying  here  that 
some  States  went  ahead  and  took  advantage  of  the  Federal  law  first 
and  therefore  they  are  getting  more  money  ?  So  what  ?  I  think  we 
should  say,  "God  bless  them." 

Mr.  Harrison.  That  is  an  explanation  only,  sir,  that  these  State 
programs  have  been  in  existence  the  longest  time  and  if  you  will  check, 
sir,  since  the  inauguration  of  the  Kerr-J^Iills  program  those  percentages 
have  come  closer  together. 

In  other  words,  given  the  opportunity  for  these  programs  to  develop, 
experience  indicates  that  use  of  Federal  funds  will  approximate  relat- 
ing population. 
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Senator  Hartke.  That  is  exactly  right,  "given  the  opportunity." 
What  opportunity  has  been  denied  to  any  State  to  put  in  the  program 
whenever  they  wanted  to  ? 

Mr.  Harrison.  No  opportunity,  sir,  except  

Senator  Hartke.  You  said,  "given  the  opportunity." 

Mr.  Harrison.  Except,  sir,  given  the  time  involved,  sir. 

Senator  Hartke.  Given  the  time.  Who  put  a  time  limit  on  any 
State  in  the  Union  ? 

Mr.  Harrison.  This  is  a  natural  time  limit,  sir,  when  the  State 
legislatures  meet  only  approximately  once  every  2  years. 

Senator  Curtis.  Would  the  distinguished  Senator  from  Indiana 
yield? 

Senator  Hartke.  Yes,  sir. 

Senator  Curtis.  I  think  that  a  study  of  how  long  it  took  the  States 
to  avail  themselves  of  the  money  in  other  titles  of  the  Social  Security 
Act  would  be  quite  significant.  Some  of  them  took  much  longer  than 
they  did  on  Kerr-Mills,  and  it  is  not  unusual  that  some  States  move 
in  rapidly  and  some  take  a  little  longer. 

Also  some  of  the  States  that  are  cited  here  as  having  a  rather  poor 
experience  on  Kerr-Mills  have,  within  recent  months,  made  provision 
for  an  expanded  and  more  liberalized  program. 

Senator  Williams.  Would  the  Senator  yield  for  one  observation? 

Senator  Anderson.  I  would  be  very  happy  to  have  it  put  into  the 
record. 

Senator  Curtis.  Mr.  Chairman,  I  have  caused  to  be  prepared  a  state- 
ment and  a  table  comparing  the  time  taken  by  the  States  to  avail  them- 
selves of  the  Kerr-Mills  program  as  compared  to  the  length  of  time 
taken  by  the  States  to  initiate  vendor  payments  under  old-age  assist- 
ance and  aid  to  families  with  dependent  children. 

(This  comparison  and  table  are  as  follows :) 

State  Performance  on  Kerr-Mills  Law — Slow  or  Fast? 

About  years  ago  Congress  enacted  the  Kerr-Mills  medical  assistance  for 
the  aged  program/  Supporters  of  social  security  "medicare"  say  the  States 
have  lagged  badly  in  initiating  this  grants-in-aid  program  for  elderly  persons 
unable  to  meet  some  or  possibly  all  of  their  medical  expenses. 

Have  the  States  lagged? 

As  of  May  12,  1965,  40  States  had  medical  assistance  for  the  aged  programs  in 
operation.  Three  other  States  are  in  the  process  of  implementation :  New 
Mexico's  program  will  begin  on  July  1 ;  Montana  has  enacted  enabling  legisla- 
tion ;  and  in  Nevada,  a  bill  has  passed  both  houses  and  is  awaiting  the  Governor's 
signature.  The  remaining  seven  States  either  need  to  enact  legislation  or  have 
authority  for  medical  assistance  for  the  aged  but  do  not  plan  to  initiate  a  pro- 
gram in  the  near  future. 

Thus,  the  record  shows  that  in  41/2  years,  40  of  the  50  States— 80  percent  of 
them — have  medical  assistance  for  the  aged  programs  in  effect. 

Is  this  performance  slow  or  fast? 

One  way  to  evaluate  performance  is  to  compare  the  length  of  time  it  has  taken 
the  States  to  establish  vendor  payment '  programs  under  old-age  assistance  and 
aid  to  families  with  dependent  children,  with  the  length  of  time  it  has  taken  them 
to  initiate  the  Kerr-Mills  program.  You  will  recall  that  Congress  added  vendor 
payments  to  public  assistance  in  1950. 


The  Social  Security  Amendments  of  1960  (Public  Law  86-778)  were  approved  Sept.  13, 

2  "Vendor  payments"  are  payments  made  by  the  welfare  department  to  the  supplier  of 
medical  services  (doctors,  hospitals,  etc.).  This  is  the  way  elderly  persons  (under  both 
old-age  assistance  and  medical  assistance  for  the  aged)  and  families  with  dependent  chil- 
dren obtain  needed  medical  care. 
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As  the  following  table  shows,  in  5  years  only  12  States — 25  percent  of  them — 
had  initiated  vendor  payments  under  old-age  assistance  and  aid  to  families  with 
dependent  children.  And,  9  years  elapsed  before  as  many  as  40  States  had 
vendor  payments  under  old-age  assistance.  It  took  12  years  before  that  many 
States  adapted  the  vendor  payment  method  under  aid  to  families  with  dependent 
children. 

Actually,  it  was  not  until  1962 — 12  years  after  Congress  passed  the  law — that 
all  States  had  vendor  payments  under  old-age  assistance.  By  the  end  of  1964 
nine  States  still  had  not  begun  vendor  payments  under  aid  to  families  with 
dependent  children. 

The  record  is  clear — States  have  moved  much  faster  in  implementing  vendor 
payments  under  Kerr-Mills  than  they  did  in  adapting  this  method  in  old-age  as- 
sistance and  aid  to  families  with  dependent  children. 


State  implementation  of  vendor  payment  medical  care  provisions  under  old-age 
assistance  {OAA)  and  aid  to  families  with  dependent  children  (AFDC), 
1950-64 


Calendar  year 

Number  of  States  initiating 
program  during  calendar  year 

Cumulative  total 

OAA 

AFDC 

OAA 

AFDC 

1950  

5 

5 

5 

5 

1951  

5 

5 

10 

10 

1952  

2 

2 

12 

12 

1953  

None 

None 

12 

12 

1954  

None 

None 

12 

12 

1955.  

2 

2 

14 

14 

1956.  

4 

3 

18 

17 

1957  

13 

13 

31 

30 

1958  

5 

3 

36 

33 

1959  

4 

3 

40 

36 

1960  

2 

1 

42 

37 

1961  

3 

2 

45 

39 

1962  

6 

1 

50 

40 

1963 

1 

41 

1964   

None 

41 

Source:  For  basic  data,  see  "U.S.  Department  of  Health,  Education,  and  Welfare,  Characteristics  of  State 
Public  Assistance  Plans  Under  the  Social  Security  Act,  Provisions  for  Medical  and  Remedial  Care,"  Public 
Assistance  Report  No.  49,  1964  edition,  p.  193. 


Senator  Willia]ms.  Will  the  Senator  3^ield  at  one  point? 

Senator  Hartke.  Let  me  just  say  this,  sir,  to  you.  I  understand, 
and  I  think  everyone  here  understands,  tliat  the  official  position  of  the 
American  Medical  Association  is  to  oppose  the  King- Anderson  bill. 
We  understand  the  statements  3^ou  have  put  out.  We  understand  the 
propaganda.  We  understand  the  money  that  has  been  spent,  and  I 
don't  think  it  helps  any  for  you  to  fuzz  up  the  facts.  When  you  put 
out  statements  which  say  that  you  are  going  to  provide  a  wider  range 
of  medical  care — and  this  is  the  impression  your  pamphlets  have  con- 
sistently left  with  the  people — that  3^ou  are  going  to  get  more  coverage, 
more  benefits,  at  less  cost,  then  this  is  as  misleading  as  it  can  be.  There 
is  at  the  basis  of  all  these  bills  only  one  question,  and  that  is :  How  you 
are  going  to  pay  the  bill?  I  hai^en't  seen  one  hospital,  one  doctor 
come  before  this  committee  and  ever  say  that  his  bill  is  going  to  be 
reduced  because  of  the  payment,  because  of  the  enactment  of  this 
legislation  or  anything  we  have  ever  done.  We  are  talking  about  how 
to  pay  the  bills  and,  when  you  say  it  can  be  done  for  less,  this  leads  the 
people  into  a  false  anticipation  of  a  realization  which  will  never  occur. 

Dr.  Ward.  Need  is  the  basis  for  it.  Therefore,  it  would  take  in  a 
smaller  segment  of  those  over  65.  Therefore,  you  can  render  more 
services  to  a  limited  group  than  you  can  

47-140— 65— Dt.  2  8 
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Senator  Anderson.  When  you  say  "the  need"  you  recognize  that  in 
16  of  the  jurisdictions  that  have  the  Kerr-Mills  bill  if  a  married  couple 
has  as  much  as  a  $1,500  life  insurance  policy  they  are  ineligible. 

Don't  you  think  they  might  have  need  even  though  they  had  a  $1,500 
life  insurance  policy  ? 

Dr.  Ward.  If  there  is  a  demonstrated  need ;  yes,  sir. 

We  also  believe  that  had  the  Secretary  of  Health,  Education,  and 
Welfare  

Senator  Anderson.  Just  a  minute.  You  say  if  there  is  a  demon- 
strated need.  I  said  the  possession  of  a  $1,500  life  insurance  policy 
excludes  them.  In  19  States  a  $2,500  life  insurance  policy  excludes 
them,  no  matter  what  they  show  about  need  other  than  that  they  are 
ineligible  if  they  have  as  much  as  a  $1,500  life  insurance  policy. 

I  gave  you  some  figures  here  between  a  thousand  dollar  figure  if  they 
have  hospitalization  with  one  member  of  the  family  and  no  hospitaliza- 
tion and  you  think  a  $1,500  life  insurance  policy  should  make  them 
ineligible  ? 

Do  you? 

Dr.  Ward.  This,  in  our  program,  the  eldercare  program  

Senator  Anderson.  We  were  talking  just  a  minute  ago  of  Kerr- 
Mills. 

Dr.  Ward.  The  Kerr-Mills.  Eldercare  program  is  an  expansion  of 
the  Kerr-Mills  bill. 
Senator  Anderson.  Does  Congressman  Mills  so  recognize  it  ? 
Dr.  Ward.  I  don't  know. 

Senator  Anderson.  I  thought  he  put  another  bill  in.  How  did  I 
miss  it  ?    I  thought  he  put  another  bill  in. 

Dr.  Ward.  There  were  changes  made  in  our  bill. 

Senator  Anderson.  There  certainly  were — for  the  better,  I  hope. 
All  right. 

Senator  Williams.  Doctor,  if  the  needs  test  under  the  Kerr-Mills 
bill  is  too  restrictive,  that  is  as  a  result  of  State  action  and  not  as  a 
result  of  the  bill  itself  as  passed  by  the  Congress ;  is  that  not  true  ? 

Dr.  Ward.  That  is  correct. 

Senator  Williams.  And  is  not  also  one  of  the  major  reasons  that 
the  Kerr-Mills  bill  was  not  implemented  more  rapidly  by  the  respective 
States  is  that  since  its  enactment  in  1960  the  Department  here  in  Wash- 
ington has  been  discouraging  the  States  and  propagandizing  against 
the  Kerr-Mills  bill  trying  to  keep  it  from  enacting  it  in  order  that  they 
might  force  the  King- Anderson  bill  or  some  medical  bill  of  its  com- 
parison into  law  ? 

Dr.  Ward.  We  believe  this  is  true,  sir. 

Senator  Williams.  I  know  in  our  own  State  representatives  of  the 
department  have  spoken  against  it  and  even  to  the  extent  that  last 
year  there  was  such  a  confusion  created  that  the  Governor  of  the  State 
thought  the  Kerr-Mills  bill  had  been  implemented  when  it  is  not  im- 
plemented in  reality  and  the  first  payments  are  going  out  in  1965. 

Dr.  Ward.  Yes,  sir;  we  believe  had  the  Secretary  of  HEW  given 
support  for  the  Kerr-Mills  bill,  it  would  have  been  implemented  more 
rapidly  in  all  of  the  States. 

Senator  Anderson.  Thank  you  very  much. 

Dr.  Ward.  Thank  you,  sir. 
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Senator  Douglas.  Mr.  Chairman,  I  do  not  wish  to  address  a  ques- 
tion to  the  representatives  of  the  American  Medical  Association,  but 
I  wonder  if  it  might  be  in  order  if  I  ask  that  a  statement  from  Dr. 
Albert  W.  Snoke  who  is  executive  director  of  the  Grace-New  Haven 
Community  Hospital  in  New  Haven,  be  inserted  in  the  record  at  this 
point.  I  would  like  to  read,  if  I  may,  certain  paragraphs  which  deal 
with  the  question  as  to  whether  the  services  of  medical  specialists 
given  inside  the  hospital  should  be  reimbursable  under  the  basic  hos- 
pitalization plan  where  the  hospital  bills  for  the  services  and  pays  the 
specialists. 

Would  that  be  appropriate  ? 

Senator  Anderson.  Will  you  put  it  in  the  record  at  this  point  ? 

Senator  Douglas.  Can  I  call  attention  to  one  point  ?  Dr.  Snoke  fur- 
nishes an  account  of  the  expenses  in  the  cases  of  two  patients,  one  a 
79-year-old  man  who  was  operated  on  for  cancer  of  the  prostate  gland, 
and  the  second  a  75-year-old  female  operated  on  for  cataracts.  This 
shows  that  in  the  case  of  the  man  if  the  billing  is  on  an  individual 
basis  there  would  be  bills  from  the  two  personal  physicians  plus  nine 
additional  separate  bills  from  physicians  who  were  concerned  with  the 
hospital  services  involved  in  this  care  but  who  had  minimal  to  no  per- 
sonal contact  with  the  patient.  The  woman  would  have  received  two 
separate  personal  physicians'  bills  and,  in  addition,  seven  additional 
professional  bills  from  physicians  associated  with  hospital-based  med- 
ical specialists.  Dr.  Snoke  goes  on  to  say : 

The  above  illustration  of  multiple  professional  bills  illustrates  the  problem  that 
the  implementation  of  S.  1  and  H.R.  6675,  as  currently  written,  will  present.  It 
is  almost  impossible  to  outline  an  understandable  procedure  by  which  9  to  11 
separate  doctors'  bills,  ranging  from  $0.30  to  $350,  would  be  presented  to  one 
patient  in  which  the  patient  not  only  has  to  decide  how  to  apply  the  deductible 
requirement  of  $50  but  also  to  calculate  how  much  is  owed  the  11  physicians  on 
the  80-  to  20-percent  division.  If  this  is  confusing  to  the  Senate  Finance  Com- 
mittee, multiply  this  confusion  by  some  14  million  individuals  aged  65  or  more. 
Amendment  No.  79  would  enable  hospitals  and  physicians  to  continue  under  pres- 
ent established  and  satisfactory  patterns  of  reimbursement  in  this  regard. 

As  I  understood  the  Senator  from  Utah,  he  said  this  should  be  set- 
tled by  contractual  relationships  between  a  specialist  and  the  hospitals ; 
that  is  the  precise  purpose  of  our  amendment.  No.  156. 

(The  statement  referred  to  follows :) 

Grace-New  Haven  Community  Hospital, 

New  Haven,  Conn.,  May  5,  1965. 

Hon.  Harry  Flood  Byrd, 
Chairman,  Senate  Finance  Committee, 
2221  Senate  Office  Building, 
Washington  25,  D.C. 

Dear  Mr.  Chairman  :  I  appreciate  very  much  the  opportunity  of  submitting  a 
statement  to  the  Senate  Finance  Committee  on  S.  1  and  H.R.  6675,  and  particu- 
larly on  Amendment  No.  79  pertaining  to  the  in-hospital  services  of  medical 
specialists. 

I  am  Dr.  Albert  W.  Snoke,  executive  director  of  the  Yale-New  Haven  Hos- 
pital of  the  Yale-New  Haven  Medical  Center,  New  Haven,  Conn.  I  am  also  pro- 
fessor of  hospital  administration  in  the  Department  of  Epidemiology  and  Public 
Health  of  the  Yale  University  School  of  Medicine  and  am  a  past  president  of  the 
American  Hospital  Association.  I  speak  for  the  New  England  ELospital  Assembly 
representing  the  hospitals  of  the  States  of  Connecticut,  Rhode  Island,  Massa- 
chusetts, Maine,  Vermont,  and  New  Hampshire,  and  as  an  individual  who  has 
represented  hospitals  in  dealing  with  American  Medical  Association  and  medical 
specialties  in  hospital-physician  relationships  over  the  past  15  years. 


638 


SOCIAL  SECURITY 


You  will  have  heard  testimony  from  individuals  representing  the  Department 
of  Health,  Education,  and  Welfare,  Labor,  Blue  Cross,  and  the  American  Hos- 
pital Association  urging  that  Amendment  No.  79  be  accepted  so  as  to  include  the 
total  services  of  pathology,  radiology,  physiatry,  and  anesthesiology  in  hospital 
benefits  received  by  the  aged.  I  would  also  urge  that  Amendment  No.  79  be 
approved  for  the  following  reasons  : 

1.  The  provision  of  efficient  and  economical  hospital  and  medical  care  to 
patients  in  this  country  is  extremely  complex  and  is  growing  in  complexity  daily. 
It  is  just  as  difficult  to  differentiate  precisely  between  what  constitutes  nursing 
care  and  medical  care  as  it  is  to  differentiate  between  hosptial  care  and  medical 
care.  Hospital  and  medical  services  in  such  hospital-based  medical  specialties  as 
radiology,  pathology,  anesthesiology  and  physiatry  are  part  of  the  total  health 
care  services  provided  in  a  hospital  and  are  in  sharp  contrast  to  those  medical 
activities  in  which  an  individual  doctor  acts  as  a  personal  physician  to  an  indi- 
vidual patient. 

This  complexity  requires  the  utmost  flexibility  in  the  development  of  pro- 
fessional and  financial  relationships  so  as  to  permit  physicians  and  hospitals 
at  the  local  level  to  establish  agreements  that  will  provide  the  highest  qual- 
ity of  care  to  the  patient  in  the  most  efficient  and  economical  manner. 

This  understanding  is  clearly  emphasized  in  S.  1  and  H.R.  6675,  title  XVIII, 
section  1801,  "Prohibition  Against  Any  Federal  Interference"  in  which  it  is 
stated  that  "nothing  in  this  title  shall  be  construed  to  authorize  any  Federal 
officer  or  employee  to  exercise  any  supervision  or  control  over  the  practice  of 
medicine  or  the  manner  in  which  medical  services  are  provided,  or  over 
the  selection,  tenure,  or  compensation  of  any  officer  or  employee  of  any  in- 
stitution, agency,  or  i)erson  providing  health  services ;  or  to  exercise  any  super- 
vision or  control  over  the  administration  or  operation  of  any  such  institution, 
agency,  or  person." 

This  is  an  excellent  statement  of  principle — but  is  inconsistent  with  the 
present  text  of  the  bill  in  which  traditional,  longstanding,  and  satisfactory 
financial  and  administrative  arrangements  between  hospitals  and  radiologists, 
anesthesiologists,  pathologists,  and  physiatrists  are  arbitrarily  and  markedly 
changed.  Amendment  No.  79  would  again  permit  hospitals  and  individual 
physicians  to  develop  their  own  financial  and  administrative  relationships  in 
the  same  flexible  patern  that  has  obtained  in  the  past  and  which  has  resulted 
in  equitable  and  satisfactory  arrangements. 

fusion  is  serious  enough  for  those  familiar  with  hospital  and  professional  bill- 
result  from  the  present  bill  unless  Amendment  No.  79  is  accepted.  One  can 
understand  the  potential  chaos  that  will  result  under  the  existing  bill  only 
if  one  analyzes  the  actual  procedures  by  which  hospitals  and  physicians  would 
have  to  operate  under  the  present  provisions  of  the  proposed  bill.  The  con- 
fusion is  serious  enough  for  those  familiar  with  hospital  and  professional  bill- 
ing— it  would  be  virtually  impossible  to  explain  the  necessary  procedures  to 
many  of  our  elderly  patients. 

I  have  taken  two  patients'  bills  from  the  hospital  flies.  The  first  case 
is  a  79-year-old  male  with  cancer  of  the  prostate  gland  and  with  a  cardiac 
complication.  The  second  is  a  case  of  a  75-year-old  female  with  a  cataract 
operation  but  also  with  a  cardiac  complication.  In  both  cases,  the  professional 
services  of  many  separate  individual  physicians  on  the  hospital  medical  staff 
were  involved.    The  patients  also  had  their  own  personal  physicians. 

The  following  table  summarizes  the  professional  fees  charged  by  the  personal 
physicians  and  also  the  value  of  the  professional  component  of  the  hospital- 
based  medical  specialties  if  separate  professional  fees  based  upon  costs  were 
to  be  presented  by  each  of  the  other  physicians : 
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Individual  physicians  involved  in  the  hospital  care  of  2  elderly  patients 


79-year-old 

male,  cancer 
of  the  pros- 
tate gland 

75-year-old 
female, 
cataract 

operation 

Physicians  rendering  a  bill  for  personal  professional  services: 

Surgeon...                                                                 .   _ 

1  $350.  00 

1  50.00 

»60.00 

2  50.00 
2  5.00 
2.3.00 
2  5.00 
2  7.00 
2  7.  50 
2  3.00 
2  3.  CO 

1  $300.  00 
»  50.  00 

2  27.  30 

Cardiac  consultant..   .    . 

Individual  physicians  providing  professional  services  through  hospital-based 

medical  specialties; 
Anesthetist..  _                      ....  _  

Radiologist-.                ...  .    

Clinical  patholoffist.  blood  bank.             .  .     ......  ... 

2.  50 
2.  30 
2.  30 
2.70 

Clinical  patholosist,  chnical  chemistry                               .  .  .... 

CUnical  pathologist,  cliuical  microscopist  .     ...    .. 

Chnical  pathologist,  clinical  microbiologist    

Pathologist,  tissue.-       

Electrocardiologist    ..   ..    .               .-.  ... 

2  3.  00 
2  4.00 

Cardiopulmonary,  inhalation  therapist                    .  ..  . 

1  Actual  bills  pre<^ented  to  the  patient  for  personal  professional  services. 

2  Value  of  professional  component  of  hospital-based  medical  specialties  now  covered  under  hospital  bill 
but  for  which  separate  professional  bills  would  needed  to  be  rendered  under  S.  1  and  H.R.  6675. 


The  man  with  cancer  of  the  prostate  gland  would  have  received  two  separate 
bills  from  the  physicians  who  were  directly  concerned  with  him  as  personal 
physicians  plus  nine  additional  separate  bills  from  physicians  who  were  con- 
cerned with  professional  services  involved  in  his  care  but  who  had  minimal 
to  no  personal  contact  with  the  patient. 

The  woman  with  the  cataract  oi)eration  would  also  have  received  two  sepa- 
rate personal  physician  bills  and  in  addition  seven  additional  professional  bills 
from  physicians  associated  with  hospital-based  medical  specialties. 

The  above  illustration  of  multiple  professional  bills  illustrates  the  problem 
that  the  implementation  of  S.  1  and  H.R.  6675,  as  currently  written,  will  present. 
It  is  almost  impossible  to  outline  an  understandable  procedure  by  which  9  to  11 
separate  doctors'  bills,  ranging  from  $0.30  to  $350,  would  be  presented  to  one 
patient  in  which  the  patient  not  only  has  to  decide  how  to  apply  the  deductible 
requirement  of  $50  but  also  to  calculate  how  much  is  owed  the  11  physicians 
on  the  80-  to  20-percent  division.  If  this  is  confusing  to  the  Senate  Finance 
Committee,  multiply  this  confusion  by  some  14  million  individuals  aged  65 
or  more.  Amendment  No.  79  would  enable  hospitals  and  physicians  to  continue 
under  present  established  and  satisfactory  patterns  of  reimbursement  in  this 
regard. 

3.  Unless  S.  1  and  H.R.  6675  is  amended  as  indicated,  the  expense  to  the 
patient  and  to  the  public  in  general  will  be  substantially  increased.  Ref- 
erence to  the  previous  table  indicates  the  costs  currently  paid  by  individuals  or 
third  parties  for  the  hospital-based  professional  services  received  under  our 
present  system  of  reimbursement.  It  can  be  categorically  predicated  that  there 
will  be  no  such  individual  professional  fee  charges,  especially  in  the  smaller 
amounts  shown  in  the  above  table,  if  submission  of  individual  professional  fees 
is  required.  The  expense  of  separate  billing  and  collection  procedures  in  addi- 
tion to  minimal  professional  fee  charges  will  increase  the  charges  and  the  cost 
of  professional  care  substantially. 

It  is  important  for  the  committee  to  recognize  the  source  from  which  pressure 
has  come  for  this  type  of  mandatory  individual  fee  billing.  It  is  significant  that 
much  of  the  advocacy  of  separate  billing  comes  from  those  individuals  who 
have  been  opposing  the  entire  concept  of  the  use  of  social  security  for  providing 
hospital  and  medical  care  to  the  aged,  but  now  are  favoring  an  isolated  com- 
ponent in  this  bill  that  would  increase  professional  fee  income. 
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The  philosophical  objectives  of  the  proposed  legislation  have  been  to  aid 
the  aged.  Its  proponents  have  sincerely  advocated  relief  of  hospital  and  medi- 
cal expense,  improvement  in  the  quality  of  care  and  economy  of  operation  and 
administration.  I  have  personally  supported  these  objectives  and  so  have  the 
great  majority  of  the  hospitals  in  this  country.  I  cannot  state  too  strongly, 
however,  that,  v^ithout  the  proposed  amendment  No.  79  restoring  the  hospital- 
based  medical  specialities  to  the  hospital  benefits  received  by  the  aged,  a  much 
more  complicated,  cumbersome,  and  expensive  program  will  result.  It  will  not 
provide  the  type  of  hospital  services  that  the  proponents  expect  or  that  the  aged 
should  get. 

The  principles  and  the  objectives  of  S.  1  and  H.R.  6675  are  to  be  commended 
and  supported.  Give  those  of  us  who  will  have  the  responsibility  of  helping 
to  implement  this  significant  and  far-reaching  program  the  opportunity  of 
doing  it  in  a  sensible  and  realistic  fashion.  Amendment  No.  79  is  imperative  if 
we  are  to  be  able  to  do  a  satisfactory  job. 
Sincerely  yours, 

Albert  W.  Snoke,  M.D., 
.  Executive  Director. 

Senator  Anderson.  Thank  you  very  much,  Doctor. 

I  do  wish  you  would  remember  we  gave  you  1  hour  and  10  minutes 
of  questions  and  answers  and  you  stayed  well  within  your  time  limit  in 
the  presentation  of  your  paper  which  I  appreciate  very  much. 

Mr.  Ward.  Thank  you  very  much. 

Senator  Anderson.  Dr.  Hampton. 

I  will  ask  Senator  Smathers  to  introduce  you,  Doctor. 

Dr.  Hampton.  Thank  you. 

Senator  Smathers.  Members  of  the  committee,  I  would  like  to  state 
that,  on  behalf  of  the  Florida  congressional  delegation,  we  welcome 
the  testimony  of  Dr.  Phillip  Hampton,  from  Tampa,  Fla.,  who  is  one 
of  our  most  distingished  physicians  and  at  the  same  time  one  of  the 
most  articulate  spokesmen  with  respect  to  matters  involving  health 
care  as  well  as  other  political  matters.  We  are  happy  to  have  him  here 
and  I  am  certain  he  can  make  a  genuine  contribution  to  our  considera- 
tion of  this  legislation. 

Dr.  Hampton.  Thank  you,  Senator  Smathers. 

Senator  Anderson.  Go  ahead.  Doctor. 

STATEMENT  OF  DR.  H.  PHILLIP  HAMPTON,  PRESIDENT,  FLORIDA 
MEDICAL  ASSOCIATION 

Dr.  Hampton.  Mr.  Chairman,  and  members  of  the  Committee  on 
Finance,  I  am  H.  Phillip  Hampton,  a  physician  in  the  private  prac- 
tice of  medicine  in  Tampa,  Fla.,  president  of  the  Florida  Medical 
Association  and,  since  1955,  chairman  of  the  advisory  committee  to 
the  State  board  of  health  on  tax-supported  health  care. 

It  has  been  our  objective  that  no  one  should  go  without  needed 
medical  care  in  Florida.  During  the  past  fiscal  year  $50  million 
of  Federal,  State,  and  county  funds  have  been  expended  in  providing 
health  services  for  needy  Florida  residents. 

Amendments  to  the  present  Kerr-Mills  law  provided  in  H.R.  6675 
will  appreciably  increase  the  tax-supported  health  services  available  to 
those  in  financial  need  of  all  ages. 

However,  administration  of  the  Kerr-Mills  programs  would  be 
improved  if  States  had  authority  to  designate  the  appropriate  State 
agency  qualified  to  administer  tlie  medical  program.  The  present  law 
and  the  proposed  amendment  require  that  the  same  State  agency  ad- 
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ministering  the  welfare  program  must  also  administer  the  medical 
program.  We  suggest  that  the  word  "shall"  in  paragraph  5  on  lines 
8  and  13  of  page  126  be  replaced  by  the  phrase  "or  other  State  agency 
may"  

Senator  Anderson.  Can  I  break  in  for  a  minute  ? 
Dr.  Hampton.  Yes. 

Senator  Anderson.  You  recognize  the  Kerr-Mills  bill  has  a  recog- 
nized fundamental  basis  of  need. 

Are  the  welfare  people  more  qualified  to  pass  on  that  ? 

Dr.  Hampton.  We  feel  the  welfare  people  are  qualified,  more  quali- 
fied to  pass  on  need,  on  the  financial  eligibility,  but  they  are  not  quali- 
fied to  administer  medical  programs.  We  do  not  feel  that  in  many 
States  they  are  the  more  appropriate  agency  best  qualified  to  admin- 
ister the  medical  program. 

Senator  Anderson.  Thank  you. 

Dr.  Hampton.  Permitting  exercise  of  this  discretion  by  the  State 
would  encourage  more  efficient  and  economical  operation  of  the  medi- 
cal program. 

We  approve  those  provisions  of  the  voluntary  supplemental  insur- 
ance plan  for  the  aged  permitting  the  administration  of  this  plan  by  an 
insurance  carrier.  In  this  manner,  compensation  for  medical  services 
would  be  in  accord  with  well-established  third-party  payment  plans 
now  operating  in  the  private  sector  of  the  medical  economy  and  would 
encourage  ministration  of  physicians  services  in  the  least  costly  abode 
appropriate  to  medical  need,  whether  it  be  in  the  home,  office,  nursing 
home,  or  hospital.  We  approve  the  exclusion  of  compensation  for 
physicians'  diagnostic  or  therapeutic  services  from  the  basic  hospital 
insurance  trust  fund,  for  it  will  reduce  the  practice  of  hospitalization 
for  simple  diagnostic  procedures  and  thus  effect  an  appreciable  saving 
in  expenditures  from  the  social  security  tax-supported  fund. 

Essential  for  the  success  of  any  medical  care  plan  is  the  support  and 
earnest  desire  of  practicing  physicians  to  make  it  work.  Good  modern 
medical  care  requires  the  cooperative  effort  of  physicians.  Efficient 
and  economical  medical  care  can  be  achieved  only  through  the  willing 
cooperation  of  physicians  in  the  practice  of  medicine  and  in  continuing 
medical  education.  A  minor  amendment  to  the  voluntary  supplemen- 
tal insurance  plan  may  encourage  physician  support  and  provide  the 
vehicle  for  their  cooperative  fulfillment  of  medical  administrative 
and  educational  responsibilities. 

A  fund  for  medical  education,  administration  and  research  could  be 
created  through  voluntary  contributions  by  physicians  of  a  portion  of 
his  payments  from  the  supplemental  insurance  plan.  Such  contribu- 
tions would  be  encouraged  if  the  physician  were  permitted  to  volun- 
tarily instruct  the  carrier  to  deposit  $3  into  a  pension  fund  for  himself 
for  each  dollar  he  contributed  to  the  education  fund  provided  the 
amount  deposited  to  the  education  fund  and  to  the  pension  fund  were 
deferred  as  taxable  income  to  the  physician  until  actually  paid  for 
services  or  pension. 

This  would  be  accomplished  by  the  following  amendments  on  page 
56  to  section  1842(b)  (3)  (F) — the  carrier — will  pay  into  an  approved 
fund  for  medical  eduction,  administration,  and  research,  when  author- 
ized by  the  physician  provider  of  the  service,  payments  due  a  physician 
for  services  rendered  under  provisions  of  this  program,  including 
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services  rendered  with  the  assistance  of  interns  and  residents  in  an 
accredited  training  program. 

Any  contract  with  a  carrier  may  authorize  the  carrier  to  establish 
a  pension  plan  for  physician  providers  of  services  under  provisions 
of  this  program  to  which  the  physician  may  voluntarily  authorize 
deposit  of  some  of  the  payments  due  him  for  medical  services  rendered. 

Funds  deposited  by  the  carrier  into  an  approved  fund  for  medical 
education  and  research  or  pension  plan  at  the  voluntary  direction  of 
the  physician  provider  of  ser^dces  shall  not  be  considered  taxable  in- 
come until  paid  for  services  or  pension,  except  that  payments  de« 
posited  into  the  pension  fund  may  not  be  more  than  $3,000  annually 
for  each  individual  and  not  more  than  three  times  the  amount  of  pay- 
ments deposited  into  approved  education  and  research  funds. 

In  this  manner  private  funds  voluntarily  contributed  by  physicians 
and  administered  by  the  medical  profession  at  State  and  local  levels 
could  promote  the  cooperative  effort  of  physicians  in  fulfilling  tradi- 
tional medical  responsibilities  in  continuing  education  and  medical 
administration  essential  to  the  economical  provision  of  good,  modern 
medical  care. 

It  would  also  help  to  provide  pension  opportunities  for  physicians 
similar  to  those  available  to  business  executives.  Deferred  income  is 
more  suitable  to  the  needs  of  elderly  physicians  than  social  security 
payments  and  we  hope  social  security  coverage  for  physicians  may  be 
optional. 

Although  we  oppose  the  principle  of  Government  obligation  to 
provide  personal  services  as  a  right  of  citizenship  and  regardless  of 
financial  need  as  established  by  part  A  of  title  XVIII,  Hospital  In- 
surance Benefits  for  the  Aged,  these  opinions  have  been  expressed 
previously. 

Thank  you  for  the  opportunity  of  presenting  our  views  concerning 
the  medical  care  plan  (H.R.  6675.)  We  think  these  constructive 
suggestions  will  improve  the  efficiency  and  economy  of  operation  and 
encourage  the  cooperation  fo  physicians  in  achieving  the  highest 
quality  medical  care  for  the  recipients. 

Senator  Anderson.  Thank  you,  Doctor. 

At  least  that  is  a  very  interesting  proposal  and  we  are  glad  to  have 

it. 

Senator  Williams? 
Senator  Smathers? 

Senator  Smathers.  Doctor,  a  couple  of  questions. 

First,  as  I  understand  what  you  are  saying,  you  wish  to  see  this 
bill  amended  so  that  the  administration  of  the  health  care  plan 
operating  under  the  presumption  that  the  bill  is  going  to  be  passed, 
would  be  administered  by  a  State  agency  or  could  be  administered 
by  a  State  agency  other  than  the  welfare  department ;  is  that  correct  ? 

Dr.  Hampton.  Yes,  sir.    It  would  be  at  the  option  of  the  State. 

Senator  Smathers.  At  the  option  of  the  State. 

Would  that  require  legislative  action  in  the  State  legislature  in  order 
to  accomplish  that  which  you  are  talking  about  ? 

Dr.  Hampton.  Yes,  sir.  Each  State  would  have  to  express  their 
preference. 

Senator  Smathers.  I  wonder  if  you  could  elucidate  for  us  just  a 
bit  as  to  why  you  do  not  feel  that  the  welfare  department  of  a  State 
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which  today  administers  the  Kerr-Mills  law,  and  we  have  the  Kerr- 
Mills  law  in  our  State,  why  you  think  they  should  not  be  the  agency  to 
administer  the  health  service  part  of  the  social  security  bill  ? 

Dr.  Hampton.  The  welfare  department  is  oriented  toward  welfare, 
and  these  are  medical  problems  that  require  quite  a  different  point  of 
view.  They  have  not  been  cooperative  in  expanding  the  Kerr-Mills 
program  in  Florida  to  the  extent  that  we,  as  physicians,  would  have 
liked  to  have  seen  it  expanded.  They  have  through  regulations  im- 
paired the  application  of  the  basic  principles  of  providing  health 
services  for  those  in  need,  and  indeed  the  appropriation  in  Florida 
for  the  medical  assistance  for  the  aged  program,  has  been  only  half 
used,  not  because  there  was  no  need  for  it  to  be  used  but  because  of 
restrictive  regulations  imposed  by  the  State  welfare  department  which 
have  drastically  limited  the  eligibility  requirements  and  have  limited 
services  that  we,  as  physicians,  have  recognized  should  be  offered  and 
have  urged  that  they  be  offered  and  the  State  law  permits  them  to  be 
offered. 

But  the  department  of  public  welfare  has  through  regulations 
retarded,  thwarted  the  efforts  of  the  State  and  the  Federal  Govern- 
ment and  of  the  physicians  in  implementing  this  program. 

This  is  not  true  in  all  of  the  States. 

Senator  Smathers.  For  example,  what  agency  do  you  think  could 
be  created  or  would  be  selected  in  Florida  to  administer  the  health 
services  part  of  this  social  security  bill  ? 

Dr.  Hampton.  We  feel  perhaps  the  State  board  of  public  health 
could  be  a  more  appropriate  agency,  and  indeed,  in  Florida,  the  law 
permits  the  State  welfare  department  to  make  a  contract  with  the 
State  board  of  health  to  administer  the  medical  care  part  of  the 
program. 

But  this  is  a  contract  for  the  fiscal  administration.  It  allows  no 
opportunity  for  the  State  board  of  health  to  make  any  administrative 
regulations  or  decisions  or  control  over  the  program  at  all. 

So,  that  this  is  really  just  a  fiscal  arrangement  that  is  not  helpful, 
and  the  language  in  the  present  law  and  in  the  amendments  proposed 
by  H.E.^  6675,  would  still  be  restrictive  on  the  States  and  require  that 
the  administration  and  decisions  for  administration  of  the  medical  care 
program  must  be  by  the  same  State  agencj^  administering  the  welfare 
program. 

Senator  Smathers.  Now,  all  you  are  then  seeking,  as  I  understand 
it,  is  an  amendment  to  this  bill  which  Avould  give  to  each  State  the 
right  to  determine  which  State  agency  in  their  judgment  would  be  most 
effective  in  the  administration  of  this  health  care  and  health  services 
under  the  social  security  bill. 

Dr.  Hampton.  Yes,  sir ;  that  is  true.  It  is  my  understanding  that 
members  of  the  House  Ways  and  Means  Committee  were  given  the 
information  that  this  present  law,  H.R.  6675,  did  just  that,  give  the 
States  the  latitude,  and  I  have  a  letter  from  one  of  the  members 
stating  that  he  was  assured  before  he  voted  on  that  measure  that  this 
law  provided  the  States  the  latitude  to  appoint  the  appropriate  State 
agency  to  administer  the  medical  care  program  but  he  then  quoted  the 
law  which,  of  course,  is  just  the  opposite. 

Senator  Douglas.  Will  the  Senator  yield  ? 

Senator  Smathers.  Yes. 
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Senator  Douglas.  Are  you  speaking,  Doctor,  of  the  third  layer  of 
the  cake,  the  expanded  Kerr-Mills  plan,  or  the  second  layer,  the  supj)le- 
mental  medical  and  surgical  benefits,  or  the  basic  hospital  and  nursing 
care? 

Dr.  Hampton.  Senator  Douglas,  I  am  speaking  of  the  Kerr-Mills 
part  of  the  program,  the  third  layer. 

Senator  Douglas.  You  don't  quarrel  with  the  administration  of 
hospital  and  nursing  care  although  you  are  apposed  to  it,  granted  it  is 
coming,  I  mean. 

Dr.  Hampton.  The  discussion  we  have  just  had  now  

Senator  Douglas.  Applies  entirely  to  Kerr-Mills. 

Dr.  HIampton.  Kerr-Mills. 

Senator  Douglas.  Thank  you. 

Senator  Smathees.  Fine,  that  is  a  good  point,  and  I  am  glad  the 
Senator  brought  it  up. 

Senator  Anderson.  Was  there  any  explanation  of  how  this  member 
of  the  Ways  and  Means  Committee  was  misled,  was  he  deliberately 
misled  or  what  was  the  situation  ? 

Dr.  Hampton.  I  just  have  his  letter  which  I  have  given  to  Senator 
Smathers,  and  he  stated — 
I  was  advised  that  it  was  that  broad — 

And  then — 

In  the  final  bill  which  was  approved  yesterday  the  wording  is  as  follows — 

And  he  quotes  from  the  bill,  paragraph  5  on  page  126,  which  says 
definitely  that  the  same  State  agency  must  administer  the  medical 
program  as  well  as  the  welfare. 

Senator  Anderson.  Thank  you. 

Senator  Smathers.  All  right. 

Now,  Doctor,  moving  to  another  area,  in  your  testimony  you  talk 
about  a  fund  for  medical  education,  administration,  and  research. 

Was  this  matter  presented  to  the  House  Ways  and  Means  Commit- 
tee? Was  this  recommendation  providing  for  voluntary  contribu- 
tions by  physicians  of  a  portion  of  his  payment  from  the  supplemental 
insurance  plan,  and  so  on  presented  to  the  House  Ways  and  Means 
Committee  ? 

Dr.  Hampton.  No,  sir;  that  was  not  presented.  We  did  not  have 
an  opportunity  because  they  did  not  have  hearings  on  the  supple- 
mental insurance  plan  portion. 

Senator  Smathers.  I  wonder  if  you  would  run  that  by  me  again, 
as  the  late  Senator  Kerr  used  to  say,  for  a  better  observation  and  un- 
derstanding of  it. 

I  am  not  certain  I  know  what  you  are  driving  at. 

Dr.  Hampton.  Traditionally  physicians  have  felt  responsible  to 
promote,  encourage,  and  participate  in  graduate  medical  education, 
and  they  have  responsibilities  in  administration  of  medical  affairs, 
in  hospitals,  for  instance,  as  graduate  medical  education  directors, 
chiefs  of  services. 

As  a  matter  of  fact,  we  are  speaking  here  in  the  total  bill,  H.R.  6675 
of  many  administrative  responsibilities  that  physicians  must  assume, 
and  they  must  assume  them  if  there  is  going  to  be  economical  and  effi- 
cient administration  of  this  program. 

I  am  trying  to  provide  here  a  fund  (we  have  been  trying  to  pro- 
vide it  in  Florida  for  a  number  of  years  and  in  effect  we  have  a  fund 


SOCIAL  SECURITY 


645 


but  we  are  lacking  in  funds)  that  physicians  can  create  themselves 
voluntarily  and  administer  themselves;  a  vehicle  to  fulfill  these  tra- 
ditional responsibilities  in  administration  and  in  medical  education, 
and  I  think  that  if  such  a  fund  could  be  created,  the  country,  the 
patients  would  get  far  more  service  out  of  each  dollar  spent  through 
that  fund  then  they  could  through  any  moneys  appropriated  by  Gov- 
ernment agencies  or  otherwise. 

Senator  Smathers.  What  you  ask,  as  I  understand  it,  is  that  this 
contribution  made  to  the  fund  by  the  doctors  be  considered  as  tax 
deductible  ? 

Dr.  Hampton.  Yes,  sir. 

Senator  Smathers.  That  is  the  point  you  are  after? 

Dr.  Hampton.  As  a  further  incentive  to  create  the  fund.  They 
could  do  it  now  and  I  think  it  would  be  enlightened  self-interest  for 
the  physicians  and  certainly  in  the  interests  of  good  medical  care  for 
the  whole  country,  but  I  think  we  need  a  little  more  incentive. 

Senator  Smathers.  Would  these  doctors  go  back  to  school,  or  what 
would  they  do  under  this  fund?  ^Yhat  use  would  be  made  of  the 
fund? 

Dr.  Hampton.  Well,  a  great  part  of  a  medical  education  now  is 
outside  medical  schools,  in  hospitals,  particularly,  and,  of  course,  this 
is  for  interns  and  residents,  medical  students  who  have  just  finished 
medical  school,  but  it  is  just  as  important,  if  not  more  important,  for 
continuing  medical  education  for  practicing  physicians  who  partici- 
pate in  these  programs.  This  would  be,  in  my  opinion,  far  more  ef- 
fective in  closing  the  gap  betAveen  new  discoveries  in  medicine  by 
research  and  the  practice  of  medicine  by  physicians  than  would  be 
accomplished  by  Government  appropriated  and  administered  funds, 
practicing  physician. 

This  little  fund  created  by  doctors  themselves  could  do  a  far  better 
job  than  the  large  expenditure  of  funds  envisioned  under  the  program 
to  create  regional  medical  centers  for  cancer,  stroke,  and  heart  disease. 

Senator  Smathers.  Doctor,  on  another  point,  are  the  doctors  of 
Florida  interested  in  seeing  the  Congress  give  additional  consideration 
to  the  establishment  of  private  pension  funds,  so  to  speak,  similar  to 
bills  which  we  have  had  heretofore,  one  which  has  been  called  the 
Herlong-Smathers-Keogh  bill  or  one  time  the  Keogh-Herlong  bill  ? 

You  know  what  I  am  talking  about,  private  pension  plans. 

Dr.  Hampton.  Yes,  sir;  I  do. 

The  doctors  have  expressed,  in  polls  and  through  the  house  of  dele- 
gates, great  interest  in  such  funds  as  tax- deferred  funds  for  pensions 
that  they  may  create  for  themselves  through  the  legislative  mechanism 
that  you  have  mentioned.  They  have  a  far  greater  interest  and  ap- 
proval of  that  type  of  pension  plan  than  they  have  expressed  for  social 
security. 

Senator  Smathers.  Two  more  questions.  Is  it  your  judgment  that 
the  majority  of  the  doctors  of  Florida  desire  to  be  covered  under  social 
security  ? 

Dr.  Hampton.  It  is  my  judgment  that  the  poll  we  sent  out.  Sena- 
tor, was  a  little  confused  because  it  included  two  questions. 

Would  they  prefer  the  Herlong-Smathers-Keogh  approach  or  the 
social  security  approach  ? 

In  the  aggregate,  of  course,  the  pension  plan,  Herlong-Smathers- 
Keogh  approach  was  by  far  approved.    But  there  was  no  clear-cut  ma- 
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jority  on  the  simple  question  of  whether  or  not  they  would  approve 
coverage  under  social  security.  They  said  they  would  far  rather  ap- 
prove the  other  but  then  the  question  of  if  it  were  not  available  what 
would  they  want  to  do,  I  am  afraid  I  cannot  give  you  a  clear-cut 
answer. 

Senator  Smathers.  All  right. 

Is  it  your  judgment  that  the  majority  of  the  physicians  of  Florida 
expect  this  time  this  year,  1965,  that  the  social  security  program  will 
be  broadened  to  include  health  services  and  that  they  are  reconciled 
to  that  fact  and  would  cooperate  and  work  within  the  provisions  of 
such  a  la  w  ? 

Dr.  Hampton.  I  am  sure  the  majority  of  physicians  of  Florida 
will  cooperate  to  provide  the  best  medical  care  they  can  under  any 
circumstances.  They  have  their  opinions  as  to  how  it  can  be  better 
done,  what  legislative  mechanisms  would  help,  and  they  do  not  ap- 
prove of  providing  tax  supported  health  services  for  those  citizens 
who  can  afford  to  pay  for  themselves.  They  feel  that  this  is  not  only 
an  imposition  on  the  taxpayer  but  it  establishes  a  new  principle  of 
govermnent,  an  obligation  on  the  Federal  Government  to  provide  per- 
sonal services  as  the  right  of  citizens  regardless  of  need.  This  opens 
the  Pandora's  box  and  establishes  the  keystone  for  personal  services  of 
all  kinds  that  could  be  provided  by  the  Federal  Government  regard- 
less of  financial  need. 

Senator  Smathers.  All  right. 

Thank  you  very  much.  Doctor. 

Senator  Anderson.  Senator  Dirksen  ? 

Senator  Dirksen.  I  have  no  questions. 

Senator  Anderson.  Thank  you  very  much.  Doctor,  for  bemg  here. 

The  next  witness  is  Dr.  Siegel,  of  the  Illinois  State  Medical  Society. 

Senator  Dirksen,  if  you  will  please  introduce  Dr.  Siegel,  when  he  is 
ready  to  start  testifying. 

Senator  Dirksen.  Mr.  Chairman,  Dr.  Siegel  is  from  East  St.  Louis, 
111.,  and  he  has  been  chairman  of  the  legislative  committee  of  the 
Illinois  Medical  Society. 

This  society  has  somewhat  in  excess  of  10,000  physicians  and  sur- 
geons, who  are  active  members  of  the  society.  Incidentally,  Mr.  Chair- 
man, before  Dr.  Siegel  proceeds,  I  noted  the  discussion  here  with  re- 
spect to  the  benefits  available  under  Kerr-Mills. 

In  the  State  of  Illinois  we  have  established  the  means  test  by  means 
of  level  of  income  and  property  held.  The  individual  can  have  an 
income  of  $1,800  or  in  the  case  of  a  couple  they  can  have  an  income 
of  $2,400  a  year  and  still  be  eligible  for  Kerr-Mills  paymxcnts. 

In  addition  to  the  income,  and  I  am  drawing  on  memory  now,  an 
individual  or  a  couple  can  also  own  a  home  and  in  addition  to  that 
can  own  an  additional  $2,800  worth  of  property,  and  still  have  avail- 
able or  still  have  the  benefits  of  Kerr-Mills. 

The  State  has  been  very  generous,  and  I  think  in  the  initial  program 
for  the  first  biennium  through  our  legislature  expended  $18  million. 

Dr.  Siegel.  $20  million. 

Senator  Dirksen.  It  was  in  that  neighborhood  and  I  kept  abreast 
of  it  from  time  to  time  to  see  how  it  operates  but  I  must  say  so  all 
the  world  can  hear  that  we  have  been  very  generous,  we  have  been 
very  generous  in  order  to  make  the  Kerr-Mills  bill  work  and  I  am 
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sorr\^  to  say  that  the  Department  of  Health,  Education,  and  Welfare 
has  not  been  very  helpful  in  encouraging  the  State. 

Wlien  we  discussed  this  matter  a  year  ago  I  asked  Secretary  Cele- 
brezze  for  mformation  that  had  gone  out  to  the  average  person  over 
65  who  might  be  available.   They  had  virtually  no  literature  put  out. 

^Yliat  they  sent  out  were  directions  for  the  local  office  and  I  know 
one  of  my  staff  called  uj)  at  HEW  to  get  some  information  on  Kerr- 
^lills  and  when  the  operator  at  the  other  end  of  the  line  asked  what 
he  wanted  to  know  and  he  wanted  information  on  Kerr-Mills  and 
just  like  that  she  said,  "You  know  it  isn't  working,  don't  you?" 

So,  when  you  can't  get  by  the  telephone  operator,  how  do  you  expect 
to  get  by  the  Secretary  who  runs  the  Department  ? 

I  wanted  to  make  it  clear  what  Ave  have  done  in  Illinois  under  Kerr- 
Mills. 

Doctor,  I  may  not  be  able  to  hear  you  out  because  we  have  to  leave 
when  the  session  begins. 

STATEMENT  OF  DR.  V.  P.  SIEGEL,  CHAIEMAN,  LEGISLATIVE 
COMMITTEE,  ILLINOIS  STATE  MEDICAL  SOCIETY 

Dr.  SiEGEL.  Sure. 

Mr.  Chairman  and  members  of  the  committee,  I  am  Dr.  V.  P.  Siegel, 
East  St.  Louis,  111.,  practicmg  surgeon  and  chairman  of  the  legislative 
committee  of  the  Illinois  State  Medical  Society.  I  appear  before  you 
today  on  behalf  of  the  society,  representing  approximately  10,000 
practicing  physicians  in  the  State  of  Illinois. 

Accompanying  me,  available  to  answer  questions,  is  Dr.  Xorris  L. 
Brookens,  chairman  of  the  society's  committee  on  economics  and 
insurance.  Dr.  Brookens  is  a  practicing  internist  at  the  Carle  Clinic 
in  Urban  a,  111. 

We  are  concerned  with  the  magnitude  of  the  changes  in  health  care 
services  which  will  be  brought  about  by  the  enactment  of  H.R.  6675. 
We  deplore  the  speed  with  which  this  legislation  has  been  rushed 
tlu'ough  the  House.  We  commend  the  Senate  Finance  Committee  for 
recognizing  the  need  to  examine  the  provisions  of  the  bill  in  open 
hearings. 

SUPPORT  OF  A3IA 

Dr.  Donovan  F.  Ward,  president  of  the  American  Medical  Associa- 
tion, has  presented  a  statement  outlining  the  views  of  the  majority  of 
American  physicians.  This  statement  evaluates  H.R.  6675  in  depth 
and  offers  numerous  recommendations.  We  wish  to  be  placed  on 
record  as  supporting  the  A^IA  recommendations.  We  wish,  however, 
to  amplify  four  key  pomts  in  the  testimony  with  respect  to  H.R.  6675 
as  it  is  now  written : 

(1)  Removal  of  physicians  from  mandatory  social  security 
coverage ; 

(2)  Physician  specialty  services ; 

(3)  Use  of  the  term  "reasonable"  in  conjunction  with  charges; 
and 

(4)  Medically  oriented  administration. 
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SOCIAL  SECURITY  COVERAGE 

It  is  generally  known  and  agreed  that  physicians  do  not  retire  at  or 
near  age  65  and  that  it  is  not  in  the  public  interest  to  encourage  them 
to  do  so.  There  is  no  justification  for  forcing  physicians  to  participate 
in  a  program  from  which  they  will  derive,  at  the  most,  only  limited 
benefits.  Social  security  is  a  taxing  program  to  pay  current  benefit 
obligations.  It  is  not  insurance.  Nevertheless  it  relates  to  benefits 
reasonably  anticipated  at  some  future  date.  Only  1  year  ago  your 
committee  removed  physicians  from  mandatory  coverage  under  H.R. 
11865  and  indicated  that  it  would  not  compel  us  to  become  a  part  of  the 
old-age,  survivors,  and  disability  insurance  program  until  the  majority 
of  physicians  wished  to  be  covered. 

The  official  position  of  the  Illinois  State  Medical  Society  was  estab- 
lished by  a  survey  authorized  by  our  house  of  delegates  in  1961.  The 
survey  showed  that  54  percent  of  the  physicians  who  responded  were 
opposed  to  compulsory  coverage.  The  results  were  published  in  the 
December  1961,  Illinois  Medical  Journal.  A  copy  of  the  article  is  ap- 
pended. [Incorporated  in  committee  files.]  We  support  the  AMA 
statement  that  the  majority  of  physicians  do  not  want  social  security 
coverage. 

SPECIALTY  SERVICES 

Approximately  1,200  physicians  in  Illinois  practice  in  four  special- 
ties— anesthesiology,  radiology,  pathology,  and  physiatry.  While 
these  services  are  largely  performed  in  the  hospital  setting,  they  are 
medical  services  provided  by  physicians  and  should  be  treated  ac- 
cordingly. 

The  f ramers  of  H.R.  6675  very  wisely  reasoned  that  the  physicians 
of  this  country  would  not  willingly  accept  a  program  which  permits 
their  services  to  be  disposed  of  at  the  discretion  of  hospital  adminis- 
trators. This  has  been  a  subject  of  much  concern  among  these  special- 
ties over  the  years. 

The  problem  has  been  largely  resolved  in  anesthesiology  by  the  adop- 
tion of  direct  patent  billing.  We  support  the  position  of  the  four 
specialties  as  taken  by  their  organizations  and  urge  this  committee  to 
retain  these  specialty  services  under  part  B. 

"reasonable"  charges 

The  term  "reasonable  charges"  is  used  at  several  points  in  the  bill  to 
describe  the  amount  which  the  Government  will  pay  for  services 
rendered  by  individual  practitioners  under  part  B  of  the  medical  care 
program.  Charges  or  fees  are  the  amounts  established  by  individual 
practitioners  and  their  patients  to  value  physician  services  in  the 
marketplace.  Charges  vary  widely  according  to  the  skill  and  demand 
for  the  services  of  the  physician. 

We  do  not  believe  it  is  the  intent  of  Government  to  establish  a  nation- 
wide physician's  fee  schedule  or  to  infer  that  certain  medical  fees  are 
not  "reasonable"  simply  because  they  do  not  conform  to  the  proposed 
payment  schedule.  We  recommend  that  the  word  "customary"  be  sub- 
stituted for  the  word  "reasonable"  as  applied  in  this  section  of  the  bill. 
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MEDICALLY  ORIENTED  ADMINISTRATION 

It  is  of  major  concern,  to  medical  societies  and  is  continually  ex- 
pressed by  our  individual  members,  that  the  administration  of  health 
care  programs  cannot  be  successful  when  physicians  are  not  adequately 
consulted.  We  recommend  that  acceptable  medically  oriented  admin- 
istrative agencies  be  clearly  defined  in  the  final  legislation. 

This  talent  is  already  available  in  many  State  and  county  health  de- 
partments, cooperating,  and  I  emphasize  that,  with  State  and  county 
medical  societies. 

Since  H.R.  6675  is  stated  to  be  a  medical  care  program,  not  a  wel- 
fare program  

Senator  Smathers.  Is  that  what  was  said  by  the  doctor  who  preceded 
you.  Dr.  Hampton  ? 

Dr.  Siegel.  It  is  the  same.  We  would  like  to  get  the  type  of  admin- 
istration that  would  get  the  most  c  ooperation. 

Since  H.R.  6675  is  stated  to  be  a  medical  program,  not  a  welfare 
program,  it  will  require  high  caliber,  well-trained,  competent  medical 
direction. 

This  seems  to  be  partially  recognized  in  H.R.  6675  although  the 
language  is  extremely  vague.  Section  1816,  presumably  would  allow 
part  A,  to  be  administered  through  any  public  or  private  agency 
acting  as  the  fiscal  administrator. 

Section  1864,  specifies  that  State  health  departments  may  be  used  to 
determine  compliance  by  providers  of  service  with  conditions  of  par- 
ticipation but  it  also  implies  that  other  State  agencies  may  be  used. 

NEED   NOT  AGE 

In  our  remaining  time  we  will  discuss  the  overall  health  care  por- 
tion of  this  bill  in  relation  to  the  practical  experience  of  our  members 
in  dealing  with  Government  medical  care  programs. 

Our  experience  in  this  field  convinces  us  that  any  program  to  pro- 
vide health  care  with  public  funds  should  be  related  directly  to  fin- 
ancial and  medical  need,  not  to  a  single-age  factor — and  further  that 
such  a  plan  must  be  responsive  to  local  situations  and  needs  through 
local  administration — and,  finally,  that  existing  prepayment  and  insur- 
ance plans  should  be  supplemented  not  supplanted. 

We  believe  this  bill  will  result  in  chaotic  conditions  in  the  adminis- 
tration of  benefits  when  a  large  segment  of  our  population  is  in  a  posi- 
tion to  demand  these  benefits  as  a  matter  of  right. 

Most  physicians  in  practice  have  received  part  of  their  training  in 
public  tax-supported  hospitals.  We  became  familiar  with  what  is 
called  APA.  This  is  the  medical  jargon  for  acute  political  admission. 
We  learned  the  facts  of  life  in  regard  to  chronic  political  retention  of 
patients  in  the  hospital. 

When  hospital  services  are  made  available  as  a  matter  of  right  these 
problems  will  increase  due  to  political  pressures.  The  medical  utiliza- 
tion committees  provided  for  in  H.R.  6675  cannot  be  expected  to  cope 
with  the  acute  political  admission  and  retention. 

Hospital  utilization  committees  are  not  new.  They  have  been  useful 
but  the  problems  are  enormous  even  without  the  injections  of  political 
considerations  on  medical  judgments.    Many  who  have  worked  on 
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such  committees  believe  the  most  effective  utilization  control  results 
from  long  hospital  waiting  lists. 

Gentlemen,  when  this  happens — and  it  will  almost  immediately — 
not  only  the  doctor,  but  the  Congress  will  receive  repeated  telephone 
calls.  This  will  be  followed  by  rule — we  believe — upon  rule,  issued  by 
the  Secretary  of  Health,  Education,  and  Welfare. 

Illinois  physicians  have  a  proud  and  productive  heritage  of  coop- 
eration with  public  agencies  which  provide  care  to  those  who  have  a 
real  need  for  governmental  assistance.  Through  a  system  of  State  and 
county  medical  advisory  committees,  we  assist  the  administration  of 
the  quality,  quantity,  and  cost  standards  of  our  public  aid  medica] 
program.  A  fee  schedule  is  utilized  which  in  many  instances  is  below 
the  actual  out-of-pocket  cost  of  the  physicians'  services.  Many  patients 
are  cared  for  without  charge  to  avoid  excess  paperwork. 

It  is  not  an  easy  task  for  any  professional  group  to  sit  in  judgment 
on  the  performance  of  its  members  when  proper  incentives  do  not  exist. 
When  the  need  factor  is  removed,  what  incentives  remain  for  the 
physician  to  voluntarily  conserve  public  f imds  ?  If  the  payment  for 
medical  care  for  all  elderly,  regardless  of  need,  becomes  the  respon- 
sibility of  the  Federal  Government,  the  incentives  are  removed  for 
physicians  to  service  public  aid  patients  under  title  XIX  at  less  than 
their  customary  fee  or  at  no  fee. 

We  urge  the  committee  to  evaluate  these  and  many  other  practical 
considerations  before  establishing  any  federalized  health  care  program 
such  as  is  proposed  under  H.E.  6675. 

We  conclude  our  testimony  by  asking  you  to  replace  the  health  care 
portions  of  H.R.  6675  with  a  program  which  relates  to  financial  and 
medical  need  rather  than  age.  We  recommend  a  program  which  would 
be  administered  by  the  States  and  utilize  the  tested  methods  of  private 
insuring  organizations. 

Gentlemen,  we  sincerely  appreciate  this  opportunity  to  appear  before 
you  to  state  our  views. 

Senator  Anderson.  Thank  you  very  much. 

Senator  Dirksen,  do  you  have  any  questions  ? 

Senator  DiRKSEN.  I  have  no  questions. 

Senator  Smathers.  I  have  no  questions. 

Senator  Anderson.  Thank  you  very  much,  Doctor,  and  I  appreciate 
the  brevity  of  your  statement.   It  is  well  done  but  still  brief. 
Thank  you. 

Dr.  Siegel.  Thank  you. 

Senator  Anderson.  I  am  going  to  call  on  Dr.  Teall  next. 

Dr.  Chenault — are  you  Dr.  

Dr.  Teall.  I  am  Dr.  Teall. 

Senator  Anderson.  I  am  skipping  you,  Dr.  Chenault,  because  Sen- 
ator Sparkman  wanted  to  be  here. 

STATEMENT  OF  DE.  RALPH  TEALL,  PRESIDE2TT,  CALrFORNIA 
MEDICAL  ASSOCIATION 

Dr.  Teall.  Mr.  Chairman  and  Senator  Smathers,  you  have  a  copy 
of  my  oral  testimony  proposed,  and  I  will  cut  this  quite  short  since 
it  is  available  to  you. 

Senator  Anderson.  I  promise  you  I  will  read  it  as  I  have  the  whole 
statement  of  the  AMA. 
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Dr.  Teall.  And  you  and  I  are  the  whole  committee. 
Senator  Anderson.  We  are  now. 

Dr.  Teall.  You  have  a  copy  of  my  testimony  and  the  supplemental 
statement,  and  I  only  want  to  make  one  or  two  points. 

I  am  a  physician  in  practice.  I  am  president  of  the  California 
Medical  Association,  and  I  do  represent  the  views  of  approximately 
22.000  doctors  there. 

We  are  concerned  about  two  elements  in  the  proposed  H.R.  6675, 
A  and  B  in  title  XIX,  and  our  comments  on  this,  in  general,  parallel 
the  com.ments  already  made  by  the  physicians  here  today. 

We  would  like  to  request,  if  at  all  possible,  that  the  supplementary 
insurance  health  benefits  to  the  aged  be  dropped  from  the  considera- 
tion of  the  committee  at  this  time,  and  considered  in  a  separate  bill 
so  that  its  merits  will  not  be  confused  with  the  many  portions  of  H.R. 
6675,  but  there  are  many  portions  of  6675  we  are  delighted  to  support, 
and  we  indicated  our  support  in  California. 

We  are  concerned  that  the  matter  of  need  remain  in  any  legislation 
that  is  enacted,  and  that  there  shall  be  a  rewriting  of  parts  A  and  B, 
if  possible,  to  introduce  or  to  reincorporate  the  original  concept  of 
health  care  related  to  need. 

Yesterday,  sir,  you  commented  on  the  relationship  between  social 
security  payments  and  the  problem  of  medical  care,  as  if  there  were 
some  parallel  to  be  drawn.  I  would  like  resepectfully  to  suggest  that 
the  social  security  payments  are  designed  to  be  a  floor  and  are  just 
exactly  that,  a  very  muiimal  floor.  It  is  our  understanding  that  $100 
to  S125  is  essentially  the  maximum  monthly  return  for  an  individual 
and  cannot  be  regarded  as  in  any  way  an  adequate  standard  of  liv- 
ing for  citizens  in  our  State. 

However,  in  regard  to  medical  care,  where  any  help  is  to  be  given, 
it  is  highly  desirable  that  it  include  all  of  the  medical  care  required. 
It  is  important  that  the  patient  sta^/  in  the  mainstream  of  medical 
care  in  the  community,  and  he  should  be  subject  to  no  discrimination 
and  no  segregation  from  other  citizens  who  are  able  to  provide  for 
their  own  care. 

We  are  also  aware  of  the  historical  development  of  your  King- 
Anderson  bill  and  the  reasons  why,  as  a  result  of  this  development, 
hospitalization  has  been  given  high  priority  in  H.R.  6675. 

Primary  emphasis  has  been  placed  there  as  to  the  basis  of  all  medi- 
cal care,  but  it  is  recommended  that  these  medical  care  insurance  pro- 
grams, if  enacted,  be  recognized  to  emphasize  and  support  office, 
home,  and  outpatient  care  as  the  basis  of  good  medical  care  rather 
than  hospital  care. 

We  believe  that  in  many  instances,  the  intent  of  the  Ways  and 
Means  Committee  of  the  House  as  expressed  in  the  House  report  has 
not  been  included  in  the  bill,  we  have  listed  in  our  formal  statement 
some  specific  suggestions  we  believe  might  clarify  the  intent  in  the 
specific  language  of  the  bill. 

The  only  point  on  which  I  would  like  to  comment  specifically  is 
the  intent  of  the  committee,  as  stated  in  its  report,  that  in  determin- 
ing reasonable  charges  of  physicians  the  carriers  would  consider  the 
customary  charges  for  similar  services  generally  made  by  the  physi- 
cian, and  the  prevailing  charges  in  the  locality.    These  phrases*^  do 
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not  appear  in  the  bill,  and  we  would  suggest  they  be  restored  in  the 
bill  in  the  appropriate  place. 

As  has  already  been  testified  by  many  witnesses  before  you,  we  in 
California  believe  that  inpatient  hospital  services  under  either  of  the 
proposed  health  insurance  benefit  programs  should  continue  as  in 
the  House-passed  bill  to  exclude  phys  cians'  services.  Unlike  the 
com.ments  made  yesterday  by  Senator  Douglas,  however,  we  do  not 
believe  that  a  reintroduction  of  these  so-called  specialist  services 
under  the  hospital  insurance  portion  of  the  bill  is  confirming  the 
present  practice  of  medicine. 

In  California,  at  least,  which  is  the  only  area  with  which  I  am 
privileged  to  speak,  tlie  present  practice  of  niedicine  and  the  present 
developments  are  quite  the  opposite  particularly  as  regards  anes- 
thesiologists, physiatrists,  and  X-ray  persons.  These  people  are  not 
now,  in  many  instances,  being  billed  on  their  hospital  services,  and 
there  is  an  increasing  tendency  for  them  to  bill  for  professional  serv- 
ices independently. 

We  believe  the  amendment  proposed  by  Senator  Douglas,  there- 
fore, is  in  opposite  direction  to  the  present  developments  in  the  practice 
of  medicine. 

An  additional  point  we  would  like  to  call  to  your  attention  is  that 
if  the  specialists'  services  are  placed  under  the  hospital  insurance  plan, 
we  will  be  under  increasing  pressure,  as  testified  by  previous  wit- 
nesses, to  admit  people  to  the  hospital  in  order  to  get  these  specialty 
services  ])aid  for  under  the  bill.  We  believe  that  it  would  be  much 
more  economical  if  these  services  were  left  on  the  outpatient  basis 
where  most  X-ray  and,  as  you  indicated  yesterday,  most  laboratory 
services  are  actually  provided. 

It  would  diminish  the  pressure  for  hospitalization  and,  therefore, 
the  expense  under  that  portion  of  the  bill  in  order  to  obtain  these 
services. 

In  Fummary  on  that  issue,  sir,  we  believe  that  the  present  practice 
in  California  is  to  separate  these  services  from  hospitals.  We  are  in 
contact  with  California  Hospital  Association.  The  California  Hos- 
pital Association  is  quite  sympathetic  with  our  point  of  view,  and 
only  yesterday  informed  me  that  they  would  like  it  read  into  the 
statement  that  in  their  belief,  the  primary  orientation  of  the  prac- 
tice of  medicine  is  the  physician  wherever  he  may  work,  both  in  or 
out  of  hospital  practice. 

Senator  Anderson.  Doctor,  that  differs  somewhat  from  the  posi- 
tion of  the  American  Hospital  Association. 

Dr.  TE,\r,L.  Yes,  sir;  I  recoixnize  tliis,  I  am  informed  that  the 
California  Hospital  Association  is  supporting  the  American  Hospital 
Association  regarding  radiologists  and  ]iathologists  at  this  time; 
they  are  perefectly  happy  in  discussing  with  us  and  their  own  board 
of  directors  whether  this  could  not  be  resolved  on  the  basis  of  a  time 
interval  in  order  that  the  billing  procedure  of  the  hospitals  could  be 
w^orked  out.  It  is  my  impression  they  feel  not  quite  so  strongly  as  the 
American  Hospital  Association. 

I  would  like  to  testify  here  that  the  relations  in  Califonr'a  between 
California  Hospital  Association  and  California  Medical  Association 
are  very,  very  good.  We  work  problems  out  together,  and  we  are 
happy  that  we  can  have  a  continuing  fine  relationship  with  that  orga- 
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nization.  It  has  been  an  increasingly  good  relationship  in  the  past 
few  years. 

This,  in  general,  concludes  the  comments  that  I  would  like  to  high- 
light from  our  proposed  oral  testimony,  except  to  remind  you,  sir, 
that  regardless  of  what  changes  may  be  made,  the  primary  point  of 
reference  which  we  would  like  to  emphasize  is  that  the  doctors  still 
retain  the  obligation  and  the  responsibility  of  finding  out  v.hat  the 
conditions  of  any  program  are,  not  this  one,  but  any  program,  under 
which  he  takes  care  of  his  patients.  The  doctor,  obviously  under  this 
bill,  has  the  privilege  of  deciding  for  himself  in  the  case  of  each 
patient  whether  the  program  does  enable  him  to  give  the  highest  qual- 
ity of  medical  care  that  he  is  capable  of  giving. 

The  traditional  costs  in  American  medical  practice  are  for  each 
physician  to  do  the  very  highest  quality  practice  he  knows,  and  to  find 
whatever  circumstances  help  him  toward  this  end. 

We  are,  of  course,  in  ideological  conformity  with  the  testimony  al- 
ready oU'ered  many  times  by  physicians;  and  the  California  Medical 
Association  would  like  to  record  its  belief  that  the  interests  of  the 
American  public  and  the  patients,  who  are  our  patients  and  our  in- 
terest, will  be  much  better  served  if  neither  the  basic  hospital  benefits 
program  nor  the  supplemental  health  benefits  program  as  proposed 
for  the  aged  by  part  I  of  this  bill  is  enacted. 

We  also  would  like  to  subscribe  to  the  testimony  already  given  urg- 
ing continuation  of  the  present  exception  from  self -employment  cover- 
age for  services  performed  as  doctors  of  medicine. 

We  thank  you  for  the  opportunity  of  making  these  comments  in 
the  record. 

(The  prepared  testimony  of  Dr.  Teall  follows:) 

Testimony  on  H.R.  G675  by  Ralph  C.  Teall,  M.D.,  on  Behalf  of  the  Califosnia 

Medical  Association 

Senator  Byrd,  members  of  the  committee,  my  name  is  Ralph  Teall.  I  am  a 
doctor  of  medicine.  I  have  conducted  a  private  practice  of  medicine  and  surgery 
in  the  city  of  Sacram^nta,  (  alif.,  since  1932.  I  am  the  president  of  the  California 
Medical  Association,  a  voluntary  association  of  over  22.000  physicians. 

Our  entire  concern  in  studying  the  text  and  effects  of  H.R.  6(575  is  to  maintain 
and  improve  the  highest  possible  quality  of  medical  care  for  each  American 
citizen  and  its  full  availability  when  neecied. 

The  physicians  of  California  are  pleased  to  support  the  proposals  for  extension 
and  improvement  of  Federal  g.ants  to  States  for  medical  assistance  programs 
(the  proposed  new  title  XIX  of  the  Social  Security  Act).  I  have  just  coi.ipleted 
testimony  before  a  committee  of  the  California  Legislature  proposing  extension 
of  our  State  public  medical  assistance  programs  to  conform  to  this  new  title 
XIX,  utiLzmg  prepayment  plans  to  protect  the  dignity  of  the  patient,  to  keep 
public  assistance  beneficiaries  in  the  mainstream  of  medical  care,  to  simplify 
Government  administrative  procedure  and  save  the  money  of  the  taxpayers. 

There  is,  however,  very  serious  question  with  regard  to  the  appropriate  role  of 
Federal  Government  in  the  problems  of  financing  medical  care  for  the  aged 
who  are  not  needy. 

It  is  obvious  that  a  tax-supported  system  which  completely  disregards  the 
financial  need  of  the  beneficiary  contains  a  built-in  demand  for  limitless  extension 
and  expansion.  Prudence  would  suggest  a  program  which  contains  a  concept 
of  built-in  decrease  as  need  decreases.  This  concept  is  inherent  in  relating  the 
Government's  support  to  a  workable  definition  of  "need." 

It  is  suggested  that  the  subject  matter  of  part  1  of  title  I — health  insurance 
benelits  for  the  aged — be  separated  from  H.R.  6675  and  be  considered 
independently. 

It  is  furl  her  suggested  that  the  supplementary  health  insurance  benefits  for 
the  aged  be  dropped  entirely  from  legislative  consideration. 
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If  this  is  not  acceptable,  and  you  choose  to  recommend  either  the  basic  hospital, 
or  the  supplementary  health  insurance  benefit  plans,  it  is  recommended  that  each 
be  rewritten  to  incorporate  the  concept  of  help  related  to  need. 

Where  help  is  to  be  given,  it  is  desirable  that  it  include  all  the  help  needed  for 
all  the  medical  care  required.  It  is  important  that  the  patient  stay  in  the  main- 
stream of  medical  care  in  his  community.  He  should  be  subject  to  no  discrimi- 
nation or  segregation  from  other  citizens  who  are  able  to  provide  for  their  own 
care. 

Since  1960,  a  program  of  medical  care  insurance  with  Government  paying 
part  or  all  of  the  premium  cost  for  nearly  6  million  active  and  retired  Federal 
employees  has  proven  very  successful. 

It  is  recommended  that  the  two  health  care  benefit  insurance  programs  foi 
the  aged,  if  they  be  enacted,  be  modified  to  model  them  after  the  existing  Federal 
employees'  health  benefits  program. 

Under  H.R.  8675,  primary  emphasis  is  placed  on  hospitalization  as  the  basis 
of  all  medical  care.  It  is  recommended  that  these  medical  care  insurance  pro- 
igrams,  if  they  are  to  be  enacted,  be  reorganized  to  emphasize  and  to  support 
office,  home,  and  outpatient  care  on  the  basis  of  anticipated  need. 

It  is  suggested  that  the  bill  be  amended  to  substitute  the  phrase  "institutional, 
nonphysician  providers  of  service"  wherever  the  phrase  "providers  of  service" 
occurs. 

Section  1802  of  H.R.  6675  guarantees  free  choice  by  the  patient  of  "any  *  *  * 
person  qualified  to  participate  *  *  *  jf  such  *  *  *  person  undertakes  to  pro- 
vide *  *  *  such  services."  This  guarantee  is  meaningless  unless  conditions  of 
participation  are  such  that  a  great  majority  of  physicians  voluntarily  "undertake 
to  provide"  services  under  the  programs. 

In  several  instances  the  intent  of  the  Ways  a.nd  Means  Committee  of  the 
House  is  not  reflected  in  the  bill. 

1.  The  committee  report  states  that  "your  committee's  bill  provides  that  the 
physician  is  to  be  the  key  figure  in  determining  utilization  of  health  services — 
and  provides  that  it  is  a  physician  who  is  to  decide  upon  admission  to  a  hospital, 
order  tests,  drugs,  and  treatments,  and  determine  the  length  of  stay."  However, 
these  words  and  phrases  do  not  appear  in  the  bill.  The  intent  of  the  committee 
could  be  better  implemented  if  the  phrases  were  included. 

2.  If  the  determination  of  what  is  a  "reasonable  charge"  for  physicians' 
services  is  to  be  made  by  a  carrier  organization,  this  should  be  done  only  by 
organizations  nominated  by  the  physicians  themselves. 

It  is  suggested  that  the  bill  be  amended  by  adding  a  phrase  to  permit  physi- 
cians to  nominate  the  carrier  organization  to  represent  them  such  as  is  done 
for  institutional,  nonphysician  providers  of  service. 

3.  The  intent  of  the  committee,  that,  "indetermining  reasonable  charges"  of 
physicians,  "the  carriers  would  consider  the  customary  charges  for  similar  serv- 
ices generally  made  by  the  physician"  and  "the  prevailing  charges  in  the 
locality,"  does  not  appear  anywhere  in  the  bill.  There  should  be  full  recognition 
of  geographic  variation  as  well  as  local  custom  and  flexibility.  It  is  suggested 
that  the  bill  be  amended  by  adding  the  phrase  from  the  report. 

We  urge  that  all  inpatient  hospital  services  under  either  of  the  proposed  health 
insurance  benefit  programs  continue  to  exclude  all  physicians'  services. 

If  part  I  of  H.R.  6675  be  adopted  into  law,  it  is  suggested  that  administration 
of  benefits  for  physicians'  services  make  greater  use  of  county  and  State  medical 
associations:  (a)  in  review  of  claims,  (b)  in  appraisal  and  control  of  quality, 
(c)  in  supervision  and  monitoring  of  utilization  for  both  outpatient  and  in- 
patient care,  (d)  in  mediation  of  misunderstandings  and  complaints  and  (e)  in 
establishing  the  level  of  "reasonable  charges." 

The  supplementary  health  insurance  plan  for  the  aged  is  described  as  "volun- 
tary." There  is  nothing  "voluntary"  about  general  taxation  which  provides  the 
matching  $3  per  month.  It  is  anticipated  that  from  80  to  95  percent  of  all 
U.S.  residents  age  65  or  older  will  enroll.  The  effect  is  to  eliminate  any — and 
all — other  types  of  health  insurance  for  this  age  group.  The  elimination  of  all 
voluntary  alternatives  makes  the  programs  a  national  compulsory  system  for 
the  aged.  It  creates  a  completely  nationalized  health  insurance  system — which 
will  quickly  produce  a  completely  nationalized  medical  care  system. 

If  you  should  decide  to  recommend  enactment,  we  have  offered  some  construc- 
tive suggestions  for  changes. 
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Under  any  program,  the  responsibility  remains  with  each  individual  American 
physician  to  decide,  in  each  instance,  whether  conditions  of  the  program  will  per- 
mit him  to  provide  his  highest  quality  of  professional  care  to  the  patient. 

After  very  careful  and  thoughtful  study,  the  physicians  of  California  believe 
that  the  national  public  interest  will  be  best  served  if  neither  the  basic  hospital 
benefits  program  nor  the  supplemental  health  benefits  program,  as  proposed  for 
the  aged  by  part  1  of  H.R.  6075,  is  enacted. 

We  urge  continuation  of  the  present  exception  from  self-employment  coverage 
for  services  performed  as  a  doctor  of  medicine. 

Thank  you  for  your  courtesy  in  permitting  me  to  present  these  views  of  the 
California  Medical  Association. 


SUPPLEMENTAEY  STATEMENT  ON  H.R.  6675  BY  RALPH  C.  TEALL,  M.D,,  ON  BEHALF 

OF  THE  California  Medical  Association 

Senator  Byrd,  members  of  the  committee :  My  name  is  Ralph  Teall.  I  am  a 
doctor  of  medicine.  I  have  conducted  a  private  practice  of  medicine  and 
surgery  in  the  city  of  Sacramento,  Cailf.,  since  1932.  I  am  the  president  of  the 
California  Medical  Association,  a  voluntary  association  of  over  22,000  physicians. 

Our  entire  concern  in  studying  the  text  and  effects  of  H.R.  6675,  is  to  maintain 
and  improve  the  highest  possible  quality  of  medical  care  for  each  American  citi- 
zen and  its  full  availability  when  needed.  We  do  not  view  the  problems  of  medi- 
cal care  as  political  problems.  We  offer  this  testimony  as  a  public  service  based 
on  intimate  day  by  day  experience  and  contact  with  the  problems  of  sick  and 
injured  persons. 

The  physicians  of  California  are  pleased  to  support  the  proposals  for  extension 
and  improvement  of  Federal  grants  to  States  for  medical  assistance  programs  as 
proposed  in  part  2  of  title  I  of  H.R.  6675  (the  proposed  new  title  XIX  of  the 
Social  Security  Act).  I  have  just  completed  testimony  before  a  committee  of  the 
California  Legislature  proposing  extension  of  our  State  public  medical  assistance 
programs  to  conform  to  this  new  title  XIX,  utilizing  prepayment  plans  to  pro- 
tect the  dignity  of  the  patient,  to  keep  public  assistance  beneficiaries  in  the  main- 
stream of  medical  care,  to  simplify  Government  administrative  procedure  and 
gave  the  m.oney  of  the  taxpayers. 

There  is,  however,  a  very  serious  question  with  regard  to  the  appropriate  role 
of  Federal  Government  in  the  problems  of  financing  medical  care  for  the  aged 
who  are  not  needy. 

H.R.  6675  recognizes  the  importance  of  arrangements  which  will  "enable" 
needy  "individuals"  to  "attain  or  retain  independence  or  self-care."  Any  Fed- 
eral help  in  financing  health  care  should  be  based  on  this  self -limiting  principle, 
for  greatest  service  to  its  beneficiaries  and  to  our  free  society. 

It  is  obvious  that  a  tax-supported  system  which  completely  disregards  the 
financial  need  of  the  beneficiary  contains  a  built-in  demand  for  limitless  exten- 
sion and  expansion.  Prudence  would  suggest  a  program  which  contains  a  con- 
cept of  built-in  decrease  as  need  decreases.  This  concept  is  inherent  in  relating 
the  Government's  support  to  a  workable,  nondemeaning,  noncharity  definition  of 
the  "need"  of  the  individual. 

The  Ways  and  Means  Committee  of  the  House  of  Representatives  has  con- 
cluded that  "Federal  Government  action  should  not  be  limited  to  measures 
that  assist  the  aged  only  after  they  have  become  needy"  (report  No.  213,  pp. 
20,  par.  4).  However,  even  though  there  may  be  a  general  agreement  on  trying 
to  prevent  costs  of  needed  medical  care  from  reducing  any  elderly  citizen  to 
poverty,  this  is  not  equivalent  to  the  provision  of  a  monolithic,  nationalized  medi- 
cal care  insurance  system,  as  is  now  proposed  for  all  aged,  regardless  of  their 
level  of  affluence  or  of  need. 

In  its  present  form  H.R.  6675  is  a  huge  "omnibus,"  combining  so  many  dif- 
ferent proposals  in  one  bill  that  none  of  them  can  be  adequately  considered  on 
its  own  merits.  A  great  many  of  them  are  good.  Others  give  rise  to  serious 
questions. 

It  is  suggested  that  the  subject  matter  of  part  1  of  title  I.  health  insurance 
benefits  for  the  aged,  be  separated  from  H.R.  6675  and  be  considered  inde- 
pendently. 

It  is  further  suggested  that  the  supplementary  health  insurance  benefits  for 
the  aged,  part  B  of  proposed  new  title  XVIII,  be  dropped  entirely  from  legisla- 
tive consideration. 
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If  this  is  not  acceptable,  and  you  choose  to  recommend  either  the  basic  hos- 
pital, or  the  supplementary  health  insurance,  benefit  plans  for  enactment,  it  is 
recommended  that  each  be  rewritten  to  incorporate  the  concept  of  help  related 
to  need  under  a  liberal  definition  of  "need." 

Where  help  is  to  be  given  in  financing  medical  care,  it  is  highly  desirable 
that  it  include  all  the  help  needed  for  all  the  medical  care  required,  rather  than 
a  limited  fraction  of  that  care.  It  is  important  that  the  patient  stay  in  the 
mainstream  of  medical  care  in  his  community.  He  should  be  subject  to  no  dis- 
crimination or  segregation  from  other  citizens  who  are  able  to  provide  for  their 
own  care.  He  should  be  able  to  use  the  same  facilities  and  the  same  kind  of 
insurance  support  as  is  used  by  other  citizens.  His  care  and  financial  support 
should  be  arranged  in  such  a  way  as  to  permit  him  to  attain  or  regain  his  inde- 
pendence and  his  future  self-care  at  the  earliest  possible  time.  These  goals  are 
met  best  by  the  widely  accepted  pattern  of  providing  financial  help  for  medical 
care  in  the  United  States  through  our  very  successful,  and  very  rapidly  grow- 
ing, voluntary  health  insurance  systems. 

One  of  these  systems  has  been  found  to  work  very  successfully  and  economi- 
cally in  public  medical  assistance  programs  in  the  California  County  of  Santa 
Barbara.  A  resume  of  that  experience  is  submitted  to  you  herewith.  The  Cali- 
fornia legislature  is  now  considering  extension  of  that  concept  to  all  public 
assistance  medical  care  as  authorized  under  the  proposed  new  title  XIX. 

The  use  of  insurance  carriers  as  limited  fiscal  agents  or  fiscal  administrators 
has  been  tried  and  has  been  much  less  successful. 

Since  1960,  a  program  of  medical  care  insurance  with  Government  paying  part 
or  all  of  the  premium  cost  for  nearly  6  million  active  and  retired  Federal 
employees  has  proven  very  successful.  This  offers  freedom  of  choice  of  the 
type  or  extent  of  the  insurance  support  desired  by  the  enrolled  person  in  relation 
to  his  income,  resources,  available  local  facilities,  and  his  medical  need.  The 
program  has  encouraged,  supported,  and  extended  the  usefulness  of  the  voluntary 
health  insurance  systems.  It  is  proving  very  satisfactory  and  acceptable  to  the 
enrollees,  to  hospitals,  to  physicians  and  other  members  of  the  health  care  team, 
and  to  the  Federal  Government  as  an  employer.  A  very  similar  program  for 
active  and  retired  employees  of  the  State  of  California  is  working  very  well. 
Such  programs  secure  optimum  use  of  voluntary  health  insurance  agencies  as 
full  insurance  underwriters  rather  than  as  limited  fiscal  agent-administrators. 

Under  this  concept,  contributions  are  made  by  the  beneficiaries  as  well  as  the 
Government.  Provision  can  be  made — and  easily  administered — for  the  carriers 
to  offer  additional  benefits  which  could  be  purchased  by  those  beneficiaries  who 
desired  to  do  so.  The  carriers'  "well-established  historic  experience  can  be  fully 
used.  The  Federal  Government  will  not  be  directly  in  the  health  insurance 
business  with  responsibility  to  reimburse  for  all  or  part  of  the  medical  care  cost 
of  each  person  age  65  or  older.  The  Federal  Government  under  such  a  plan 
supports  and  encourages  medical  care  insurance  coverage.  It  is,  therefore,  rec- 
ommended that  the  two  health  care  benefit  insurance  programs  for  the  aged, 
proposed  by  part  1  of  H.R.  6675,  if  they  be  enacted  into  law,  be  modified  to  model 
them  after  the  existing  Federal  employees'  health  benefits  program  and  the 
retired  Federal  employees  health  benefits  program. 

Under  the  health  care  insurance  proposals  of  H.R.  6675,  primary  emphasis  is 
placed  on  hospitalization  as  the  basis  of  all  medical  care.  It  is  true  that  hos- 
hospitalization  is  only  an  incident  in  the  continuing  care,  but,  for  most  persons, 
hospitalization  is  only  an  incident  in  the  continuin  gcare  required.  It  is  far 
less  important  than  adequate  preventive  and  early  diagnostic  and  corrective 
care  before  hospitalization  is  required.  These  can  often  avoid  the  need  for  any 
hospitalization.  The  overemphasis  on  hospital  care  in  H.R.  6675  will  create  a 
very  heavy  increase  in  demand  for  hospital  use,  greatly  overtaxing  the  capacity 
of  American  hospitals  for  the  present  or  foreseeable  future,  and  greatly  in- 
creasing the  overall  cost  of  medical  care  in  this  country.  It  is  recommended 
that  these  medical  care  insurance  programs,  if  they  are  to  be  enacted,  be  reor- 
ganized to  emphasize  and  to  support  oflSce,  home  and  outpatient  care  on  the 
basis  of  anticipated  need. 

Throughout  the  bill,  frequent  reference  is  made  to  "provider  of  service," 
meaning  institutions  and  not  physicians.  The  items  are  well  defined  in  this 
bill.  However,  most  physicians  also  regard  themselves  as  "providers  of  service" 
and  the  term  becomes  very  confusing.  It  is  suggested  that  the  bill  be  amended  to 
substitute  the  phrase  "institutional,  nonphysician  providers  of  service"  wherever 
the  phrase  "providers  of  service"  occurs. 
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Section  1802  of  H.R.  6675  guarantees  free  choice  by  the  patient  of  "any  *  *  ♦ 
person  qualified  to  participate  *  *  *  if  such  *  *  *  person  undertakes  to  pro- 
vide *  *  *  such  services."  This  guarantee  is  meaningless  to  the  patient  unless 
conditions  of  participation  are  such  that  a  great  majority  of  physicians  voluntarily 
"undertake  to  provide"  services  under  the  programs. 

In  several  instances  the  intent  of  the  Ways  and  Means  Committee  of  the  U.S. 
House  of  Representatives,  which  developed  H.R.  6675,  is  not  reflected  in  the 
language  of  the  bill  itself  on  matters  related  to  participation  of  physicians: 
Examples  are  given  below  : 

1.  The  committee  report  (p.  39,  par.  3)  states  that  "Your  committee's  bill 
provides  that  the  physician  is  to  be  the  key  figure  in  determining  utilization  of 
health  services — and  provides  that  it  is  a  physician  who  is  to  decide  upon  ad- 
mission to  a  hopsital,  order  tests,  drugs  and  treatments,  and  determine  the  length 
of  stay."  However,  these  words  and  phrases  do  not  appear  in  the  bill  itself,  and 
the  matter  is  covered  only  by  the  requirements,  which  appear  in  both  parts  A  and 
B,  that  payment  is  to  be  made  only  if  a  physician  certifies  to  the  medical  necessity 
of  the  services  furnished.  The  intent  of  the  committee  could  be  better  imple- 
mented if  the  phrases  in  the  first  sentence  of  the  report  were  included  in  the  bill. 
It  is  suggested  that  the  bill  be  amended  to  read,  under  section  1814 ( a )  (p.  15, 
line  18),  "Except  as  provided  in  subsection  (d)  payment  for  services  furnished 
an  individual  may  be  made  only  to  providers  of  services  which  are  eligible 
therefor  under  section  1866.  The  physician  is  to  be  the  key  figure  in  determin- 
ing utilization  of  health  services — and  the  physician  is  to  be  the  one  who 
decides  upon  admission  to  a  hospital,  orders  tests,  drugs  and  treatments,  and 
determines  the  length  of  stay.  For  this  reason,  payment  may  be  made  only 
if  *  *  The  bill  should  be  amended  in  the  same  way  under  section  1835(a) 
(p.  37,  line  25). 

2.  The  committee  report  (No.  213,  p.  46,  par.  1)  states  that  "Your  committee 
believes  that  benefits  under  the  supplementary  health  insurance  benefits  program 
should  be  administered  by  the  private  sector.  This  form  of  admistration  is 
particularly  appropriate  for  the  supplementary  plan  because  of  the  benefits  the 
plan  would  provide  in  the  case  of  physicians'  services.  Private  insurers,  group 
health  plans,  and  voluntary  medical  insurance  plans  have  great  experience  in 
reimbursing  physicians." 

If  the  determination  of  what  is  a  "reasonable  charge"  for  physicians'  services 
is  to  be  made  by  a  carrier  organization,  this  should  be  done  only  by  organiza- 
tions nominated  bv  the  physicians  themselves,  as  is  provided  for  institutional 
nonphysician  providers  of  service  regarding  hospital  costs. 

However,  these  phrases  do  not  appear  in  the  language  of  the  bill  itself.  It  is 
suggested  that  the  bill  be  amended  by  inserting  the  opening  sentence  from  the 
report  into  the  bill  and  by  adding  a  phrase  to  permit  physicians  to  nominate  the 
carrier  organization  to  represent  them  such  as  is  done  (under  pt.  A,  sec.  1816(a), 
p.  22,  lines  9-12)  for  institutional,  nonphysician  providers  of  services.  These 
additions  would  appear  in  section  1842(a)  (p.  53,  line  16)  ;  the  opening  lines  of 
the  section  would  then  read  as  follows :  "In  order  to  provide  for  the  administra- 
tion of  the  benefits  under  this  part,  the  Secretary  shall  to  the  maximum  extent 
possible  administer  these  benefits  in  the  private  sector  of  health  insurance  by 
entering  into  contracts  with  carriers.  Such  carriers  may  be  nominated  by  any 
group  or  association  of  physicians,  such  as  a  county  or  State  medical  society, 
who  wishes  to  have  payments  made  under  this  part  through  a  National.  State,  or 
other  public  or  private  agency  or  organization.  These  carriers  willl  under- 
take *  *  *." 

3.  The  committee  report  (H.  Rept.  213,  p.  38,  par.  2)  provides  that  "Where 
payment  by  the  program  is  on  the  basis  of  charges  (for  physicians'  services  and 
medical  and  other  health  services  not  furnished  by  providers  of  services),  the 
carriers  would  take  action  to  assure  that  the  charge  on  which  the  reimbursement 
is  based  is  reasonable  and  is  not  higher  than  the  charge  used  for  reimbursement 
on  behalf  of  the  carriers'  own  policyholders  or  subscribers  for  comparable  serv- 
ices and  under  comparable  circumstances.  In  addition,  where  payment  is  on  the 
basis  of  an  assignment,  the  reasonable  charge  would  have  to  be  accepted  as  the 
full  payment.  In  determining  reasonable  charges,  the  carriers  would  consider 
the  customary  charges  for  similar  services  generally  made  by  the  physician  or 
other  person  or  organization  furnishing  the  covered  services,  and  also  the  prevail- 
ing charges  in  the  locality  for  similar  services." 

The  intent  of  the  committee,  quoted  above,  that,  "in  determining  reasonable 
charges"  of  physicians,  "the  carriers  would  consider  the  customary  charges  for 
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similar  services  generally  made  by  the  physician"  and  "the  prevailing  charges 
in  the  locality,"  does  not  appear  anywhere  in  the  bill  itself.  There  should  be 
full  recognition  of  geographic  variation  as  well  as  local  custom  and  flexibility. 
It  is  suggested  that  the  bill  could  be  amended  by  adding  the  phrase  from  the 
report  to  section  1842(b)  (3)  (p.  55,  line  24).  This  portion  of  the  bill  would 
then  read  as  follows  :  "(ii)  such  payment  will  be  made  on  the  basis  of  a  receipted 
bill,  or  on  the  basis  of  an  assignment  under  the  terms  of  which  the  reasonable 
charge  is  in  the  full  charge  for  the  service;  (reasonable  charges  will  be  deter- 
mined on  the  basis  of  the  customary  charges  for  similar  services  generally  made 
by  the  physician  furnishing  the  covered  services,  and  also  the  prevailing  charges 
in  the  locality  for  similar  services"). 

We  urge  that  all  inpatient  hospital  services  under  either  of  the  proposed  health 
insurance  benefit  programs  of  H.R.  6675  continue  to  exclude  all  physicians' 
services  except  those  of  an  intern  or  resident-in-training  under  a  teaching  pro- 
gram,   (sec.  1861(b)  (3)  and  (4),  (p.  64,  lines  10,  11,  12,  15,  16,  17).) 

If  part  1  of  H.R.  6675  should  be  adopted  into  law,  it  is  suggested  that,  wherever 
possible,  the  administration  of  benefits  for  physicians'  services  make  greater  use 
of  county  and  State  medical  associations  (a)  in  review  of  claims,  (&)  in  appraisal 
and  control  of  quality,  (c)  in  supervision  and  monitoring  of  utilization  for  both 
outpatient  and  inpatient  care,  {d)  in  mediation  of  misunderstandings  and  com- 
plaints, and  (e)  in  establishing  the  level  of  "reasonable  charges."  A  deep 
continuing  liaison  between  the  Department  of  Health,  Education,  and  Welfare 
and  professional  medical  associations  can  be  very  helpful  in  setting  up  depart- 
mental regulations. 

The  supplementary  health  insurance  plan  can  have  the  effect  of  freezing  and 
perpetuating  at  the  present  level  of  development  for  the  American  people,  a 
system  of  medical  care  which  is  otherwise  highly  dynamic,  rapidly  evolving,  and 
constantly  improving.  It  can  also  freeze  the  financial  underpinning  by  insurance 
which  is  now  available  for  this  evolving  system  of  care.  Ajnerican  systems  of 
voluntary  health  insurance  are  very  valuable  and  useful ;  they  are  also  constantly 
changing  and  improving.  The  present  stage  of  development  in  medical  care  and 
insurance  is  not  final,  finished,  static,  or  permanently  desirable.  Each  must  re- 
main flexible,  adaptable,  and  responsive  to  local  need,  local  customs,  and  local 
patterns  and  social  change.  This  adaptability  may  be  seriously  impaired  by 
the  rigidity  and  inflexibility  inherent  in  a  single  natonal  system,  tightly  con- 
trolled by  admnistrative  regulations  of  one  Federal  agency,  as  proposed  in  these 
two  programs. 

The  supplemental  health  benefits  program,  proposed  for  the  first  time  this  year, 
is  not  well  understood  by  the  public  and  is  potentially  destructive  of  existing  pat- 
terns of  medical  care. 

Section  1803  of  the  bill  permits  any  individual  to  secure  additional  protection 
against  the  cost  of  any  health  service.  Since  the  conditions  of  the  two  health 
benefits  insurance  programs  for  the  aged  create,  in  effect,  an  exclusive  monopoly 
for  this  age  group,  no  voluntary  supplemental  benefits  can  survive  in  the  private 
sector  and  the  permission  becomes  nearly  meaningless  for  any  individual. 

The  supplementary  health  insurance  plan  for  the  aged,  as  proposed  in  part  1  of 
H.R.  6675,  is  described  as  "voluntary."  However,  there  is  nothing  "voluntary" 
about  general  taxation  on  U.S.  citizens  of  all  ages,  which  provides  the  matching 
$3  per  month  per  aged  person  to  be  supplied  by  the  Federal  Government.  Be- 
cause of  this  subsidy,  it  is  anticipated  that  from  80  to  95  percent  of  all  U.S. 
residents  age  65  or  older  will  enroll.  The  effect,  when  coupled  with  the  com- 
pulsory basic  hospital  insurance  plan  for  all  aged,  is  to  eliminate  any — and 
■all — other  types  of  health  insurance  for  this  age  group.  Any  U.S.  resident  age 
65  and  older  who  wants  heath  insurance  will  have  no  available  alternative  to 
the  Federal  programs.  The  only  option  remaining  is  whether  the  individual 
enrolls  in  the  Federal  program  or  elects  to  have  no  health  care  insurance. 
Certain  enrollment  provisions  further  negate  any  "voluntary"  aspect  of  the  plan. 
(There  are  (a)  the  requirement  that  if  an  eligible  person  does  not  enroll  within 
3  years  of  the  time  he  first  becomes  eligible,  he  is  forever  denied  enrollment ; 
(h)  the  requirement  that  an  individual  who  drops  his  enrollment  more  than 
twice  may  never  again  enroll;  and  (c)  the  requirement  that  the  premium  paid 
by  the  enroUee  be  increased  by  10  precent  for  each  year  he  delays  entering 
the  plan.)  The  elimination  of  all  voluntary  alternatives  makes  the  programs 
in  fact — if  not  in  name — a  national  compulsory  system  for  the  aged.  It  creates 
for  all  persons  age  65  and  older  a  completely  nationalized  health  insurance  sys- 
tem— ^which  will  quickly  produce  a  completely  nationalized  medical  care  system. 
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Here  is  the  kind  of  "combination  in  restraint  of  trade"  which  we  profess  to  de- 
plore in  the  private  sector  of  our  economy ;  a  monolithic  system,  establishing  a 
monopoly  which  defies  any  possibility  of  challenge  or  competition,  and  to  which 
each  individual  age  65  and  older  must  yield  if  he  wants  any  health  insurance 
at  all. 

It  would  be  only  natural  that  people  under  age  65  would  come  to  feel  that 
their  tax  payments,  both  of  the  special  payroll  tax  for  the  basic  hospital  insur- 
ance plan  and  of  the  general  tax  for  the  subsidy  to  supplementary  health  insur- 
ance plan,  create  a  vested  interest  for  benefits  which  they  would  then  like  to 
receive  at  a  younger  age  and  at  times  of  their  own  economic  stress.  The  demands 
for  extension  of  the  program,  both  in  scope  and  in  application  to  younger  age 
groups,  may  be  expected  to  become  almost  irresistible  in  future  years.  The 
effect  may  quickly  be  a  complete  nationalized  health  care  system  for  all  ages 
in  the  United  States.  This  implication  underlies  all  consideration  of  these  two 
proposed  programs  which  masquerade  under  the  honored  name  of  "insurance." 

We  recognize,  however,  that  other  considerations  may  lead  you,  in  your  wisdom, 
to  recommend  the  two  medical  care  benefit  proposals  which  are  now  included  in 
part  1  of  H.R.  6675. 

If  you  should  decide  to  recommend  enactment  of  either  or  both  of  these  pro- 
grams, we  have  offered  some  constructive  suggestions  for  changes  which  we 
believe  might  make  these  programs  somewhat  more  acceptable  and  more  effective. 

The  importance  of  maximum  acceptability  and  effectiveness  becomes  clear 
with  recognition  that  under  any  program,  the  responsibility  remains  with  each 
individual  American  physician  to  decide,  in  each  instance,  whether  conditions 
of  the  program  will  permit  him  to  provide  his  highest  quality  of  professional 
care  to  the  patient. 

After  very  careful  and  thoughtful  study,  the  physicians  of  California  believe 
that  the  national  public  interest  will  be  best  served  if  neither  the  basic  hospital 
benefits  program  nor  the  supplemental  health  benefits  program,  as  proposed  for 
the  aged  by  part  1  of  H.R.  6675,  is  enacted. 

For  reasons  already  presented  to  you,  we  urge  continuation  of  the  present  ex- 
ception from  self -employment  coverage  under  the  Social  Security  Act  for  services 
performed  as  a  doctor  of  medicine  (sec.  311(a)  (1)  (pp.  218  and  219,  lines  1,  2, 
3)  of  H.R.  6675  amends  existing  law  by  eliminating  this  sexception). 

Thank  you  for  your  courtesy  in  permitting  me  to  present  these  views  for  the 
California  Medical  Association. 


Reasons  Why  the  use  of  Caeeiers  as  Full  Insuring  Undee writers  Is 
Better  Than  Their  Use  as  Limited  Fiscal  Agent  Administrators 

1.  Premiums  are  not  fixed  and  are  subject  to  negotiations  and  adaptability  to 
the  local  situation  and  individual  need,  which  benefits  the  covered  person  and 
gives  him  the  advantage  of  lower  regional  costs. 

2.  There  is  possible  a  better  recognition  of  perfectly  proper  variation  in  costs 
and  charges. 

3.  There  is  increased  incentive,  from  competition  between  carriers,  for  econ- 
omy and  efficiency. 

4.  Scope  of  benefits  can  be  adapted  to  the  need  of  individuals  and  the  local 
situation. 

5.  There  is  less  extra  noninsurance  responsibility,  such  as  overseeing  utiliza- 
tion review  and  determination  of  "reasonable  charges"  and  "reasonable  costs," 
which  are  more  properly  the  function  of  representative  organizations  of  institu- 
tions or  persons  providing  medical  care. 

6.  There  is  greater  opportunity  for  saving  in  premium  cost  made  possible  by 
favorable  experience  with  individual  groups  on  a  geographic  or  other  basis. 

7.  There  can  be  greater  responsiveness  to  changing  conditions  of  medical  prac- 
tice, and  to  legitimate  objectives  and  evolutions  including  voluntary  evaluation 
and  control  of  quality. 

8.  Individual  patient's  medical  records  are  available  only  to  the  carriers  and 
not  subject  to  inspection  by  a  large  army  of  Federal  agency  people. 

9.  There  is  greater  freedom  of  choice  by  the  enrollee,  among  plans,  on  the 
basis  of  demonstrated  quality  and  price  difference. 

10.  There  is  greater  freedom  for  the  enrollee  to  judge  scope  and  quality  in 
the  program  and  greater  freedom  for  the  carrier  and  the  providers  of  service,  in- 
cluding physicians. 
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11.  There  is  less  tendency  for  a  rigidity  of  nationwide  benefit  scope  to  down- 
grade the  entire  spectrum  of  health  care  services  by  central  control,  to  the  level 
of  the  lowest  common  denominator  through  establishment  of  nationwide  norms. 

12.  There  is  better  balance  between  carrier  and  enrollee,  or  between  carrier 
and  Government,  or  between  Government  and  hospital  or  physician,  which,  in 
normal  insurance  practice  allows  both  sides  to  negotiate  as  equals.  Under  a 
Government  plan  with  fiscal  agents,  the  Government  administrator  has  all  the 
power  and  can  dictate  all  decisions  rather  than  participate  in  bilateral  negotia- 
tions. 

13.  It  permits  the  carriers  to  renegotiate  with  Government  on  the  basis  of  ex- 
perience— in  the  interest  of  the  enrollee — the  scope,  cost,  premiums,  fees,  and 
other  features. 

14.  There  is  greater  autonomy  and  self-determination  which  can  permit  the 
highest  possible  standards  of  care  with  the  greatest  professional  freedom  and 
responsiveness  to  the  local  point  of  view. 

15.  It  supports — rather  than  destroys — for  a  large  population  segment  which 
uses  a  substantial  portion  of  the  medical  services  of  the  Nation,  existing  volun- 
tary prepayment  and  insurance  systems. 


Santa  Barbaba  Plan  Concept 
1.  structure  of  the  program 

Origin 

The  program  was  promulgated  on  February  1,  1963,  after  2  years  of  develop- 
ment and  negotiation  between  the  county  medical  society  and  county  and  State 
governments.  It  was  conceived  by  the  physicians  of  Santa  Barbara  County  aa 
an  expression  of  their  conviction  that  public  supported  medical  care  programs 
can  operate  best  if  they  create  conditions  that  make  available  to  the  welfare 
recipients  the  full  medical  resources  at  the  disposal  of  the  entire  community ; 
and  if  they  vest  the  fullest  measure  of  local  control  in  those  who  ultimately 
provide  the  care.  The  program  therefore  has  important  new  ingredients,  which 
are  philosophical  as  well  as  fiscal  and  operational :  It  is  considered  the  first, 
though  not  necessarily  the  final,  step  toward  a  new  concept  which  seeks  to  finance 
care  of  the  highest  quality  under  conditions  which  assure  dignity  to  the  patient, 
freedom  of  professional  practice  and  participation  in  program  design  and  control 
to  those  who  serve  the  program — and  to  do  so  at  the  least  cost  to  the  taxpayer, 
be  he  at  the  Federal,  State,  or  county  level. 

Benefit  structure 

The  program  parallels  the  benefit  provisions  of  the  public  assistance  medical 
care  and  medical  assistance  for  the  aged  program,  and  covers  under  the  prepaid 
plan  the  benefits  which  are  provided  by  physicians.  The  other  components  of 
the  programs,  such  as,  for  instance,  dental  services,  drugs,  hospital,  and  nursing 
home  care,  are  administered  by  CPS  under  the  conventional  fiscal  agency  arrange- 
ment. By  unifying  the  two  arrangements  ;  namely,  prepayment  and  fiscal  agency, 
under  one  administrative  roof,  it  is  possible  to  maintain  fully  coordinated  admin- 
istrative control  over  the  utilization  of  the  total  program  without  costly  and  in- 
efficient fragmentation. 

Contractual  relationship 

The  agreements  were  entered  into  between  the  county  of  Santa  Barbara  and 
California  Physicians'  Service  with  the  concurrence  of  the  State  department 
of  social  welfare.  In  order  to  accommodate  to  the  county's  fiscal  year,  the  first 
contract  period  covered  February  through  June  1963,  and  subsequent  contract 
periods  cover  the  12  months  commencing  July  1.  The  program  is  now  in  its  third 
period.  Almost  7,000  beneficiaries  are  presently  covered. 

The  agreement  for  the  prepaid  plan  provides  for  fixed  rates  per  recipient  per 
month  for  medical  care,  and  separately  for  administrative  expenses,  broken  down 
into  the  various  categories  of  aid  and  MAA.  It  provides  for  review  and  renego- 
tiation annually,  but  includes  special  provisions  which  automatically  modify  the 
agreement  should  the  State  plan  change  its  benefit  criteria  or  its  professional  fee 
structure.  Thus,  the  prepaid  program  has  a  predictable  medical  and  adminis- 
trative dues  structure,  subject  to  renegotiation  each  year,  while  the  fiscal  pro- 
gram follows  the  conventional  open  ended  arrangement,  using  the  advance  fund- 
ing concept  under  which  CPS  is  reimbu'sed  for  administration  on  a  formula 
identical  to  that  in  other  fiscal  agency  couii  ties. 
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Fiscal  provisions 

The  physicians  of  Santa  Barbara  County  are  in  a  sense  "underwriting"  the 
fiscal  stability  of  this  plan.  They  have  undertaken  the  weighty  commitment  to 
a  temporary  fee  reduction  should  the  fiscal  stability  of  their  prepaid  program 
make  this  necessary.  On  the  other  hand,  a  surplus,  if  it  develops,  is  placed  into 
a  special  program  reserve  which  is  earmarked  exclusively  for  the  benefit  of  the 
plan.  CPS,  as  prepayment  plan,  provides  its  services  on  a  no-proft-no-loss  basis. 
The  adequacy  of  rates,  for  medical  care  as  well  as  for  administrative  expense,  is 
reassessed  annually. 

Profess iofial  fees 

Participating  physicians  are  remunerated  at  the  same  level  level  as  prevails 
elsewhere  in  the  State  under  these  programs.  As  described  above,  this  level  could 
be  temporarily  reduced  until  contract  renegotiation  in  case  of  adverse  financial 
experience. 

Relationship  to  the  county  welfare  department 

Administration  of  the  prepaid  plan,  as  well  as  the  fiscal  agency  portion,  is 
closely  coordinated  with  the  local  welfare  department,  and  liaison  with  the  medi- 
cal consultant  to  the  welfare  department  is  in  no  way  diminished  by  the  prepaid 
concept.  The  consultant  is  a  participant  in  the  advisory  and  review  activities  of 
the  medical  society. 

Advisory,  review,  and  quality  of  medical  care  committees 

Perhaps  the  outstanding  feature  of  the  Santa  Barbara  plan  is  the  scope  of  its 
medical  supervision.  An  advisory  and  review  committee,  made  up  of  the  leaders 
of  the  local  medical  society,  extends  its  concern  well  beyond  the  activities  nor- 
mally carried  on  by  local  review  committees.  It  adds  to  the  traditional  adjudica- 
tion of  problem  cases  and  fee  problems  abroad,  overall  review  of  the  program,  its 
utilization,  its  trend  and  its  future  potential.  It  receives  rather  elaborate  tech- 
nical support  from  CPS,  and  works  with  a  broad  array  of  source  materials  in  its 
continuous  program  evaluation.  In  addition,  a  separate  committee  was  estab- 
lished for  the  review  of  the  quality  of  care,  which  works  in  close  collaboration 
with  the  CMA  Bureau  of  Research  and  Planning. 

A  dm  inistra  t  ive  mech  an  ics 

The  prepaid  plan  seeks  to  incorporate  as  many  features  of  a  voluntary  prepay- 
ment plan  as  possible  under  a  publicly  financed  program.  Beneficiaries  receive 
identification  cards  similar  to  those  of  any  other  CPS  member,  and  are  therefore 
afforded  the  dignity  of  being  unsegregated  from  the  rest  of  the  community  seeking 
medical  care.  Physicians  use  the  simple  CPS  billing  form  under  the  prepaid 
plan.  Payments  to  physicians  are  made  in  conjunction  with  any  other  CPS  pay- 
ments in  one  simple,  consolidated  check. 

Physician  participation 

Prior  to  promulgation  of  the  plan,  the  county  medical  society  contacted  by  mail 
each  physician  in  the  county  with  full  particulars  of  the  prepaid  plan  and  of  the 
commitment  expected  of  each  participating  doctor.  Each  physician  was  individ- 
ually given  the  right  to  indicate  that  he  wished  to  abstain  from  participation. 
This  resulted  in  an  affirmative  expression  of  opinion  on  the  part  of  97  percent  of 
the  doctor  membership.  Only  one  additional  cancellation  out  of  a  membership  of 
over  300  has  since  been  recorded. 

H.  AN  ASSESSMENT  OF  THE  PEOGEAM'S  PEEFOEMANCE 

To  evaluate  whether  the  plan  has  attained  the  objectives  originally  set  for  it, 
we  must  assess  the  quality  and  cost  of  care,  the  general  satisfaction  of  the  pa- 
tient, the  support  of  the  plan  by  the  great  majority  of  physicians,  the  financial 
stability  of  the  plan  and  its  general  acceptability  to  government.  A  number  of 
research  projects  which  will  probe  into  these  components  in  great  depth  are  still 
under  way.  But  a  number  of  significant  observations  can  already  be  made  in  a 
general  assessment  of  this  concept. 

Physician  acceptance 

This  is  one  of  the  im.portant  yardsticks  of  the  program's  performance,  because 
the  degree  of  the  physicians'  commitment  is  an  essential  prerequisite  for  a  plan 
which  seeks  to  demonstrate  that  a  responsible  profession,  given  freedom  and  the 
right  administrative  framework,  can  serve  its  community  best.    At  the  inception 
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of  the  plan  97  percent  of  the  doctor  community  backed  the  program.  The  real 
test  of  support,  however,  must  be  foimd  in  the  number  of  doctors  actually  treat- 
ing beneficiaries  of  this  plan.  This  was  studied  last  year  and  it  was  found  that 
about  90  percent  of  the  privately  practicing  physicians  had  seen  such  patients. 
When  it  is  borne  in  mind  that  the  specialty  of  some  physicians  precludes  their 
participation  due  to  the  program's  benefit  limitations,  this  is  indeed  an  impressive 
figure.  Formal  withdrawal  from  the  program  has  been  confined  to  one  or  two 
physicians.  These  figures  would  indicate  that  we  have  in  Santa  Barbara  County 
what  might  be  termed  "total"  professional  support. 

Dispersal  of  patients 

Another  test  of  performance  is  seen  in  the  utilization  of  the  full  spectrum  of 
medical  resources  in  the  community  through  the  eligible  welfare  recipients.  Prior 
to  promulgation  of  the  prepaid  plan,  the  great  majority  of  welfare  recipients  was 
seen  by  a  relatively  few  doctors.  When  a  research  team  of  the  State  department 
of  social  welfare  first  reviewed  the  prepaid  plan,  based  on  the  initial  few  months' 
experience,  it  was  found  that  this  concentration  had  diminished,  but  that  the 
majority  were  still  seeking  care  through  relatively  few  physicians.  This  was, 
of  course,  inevitable,  inasmuch  as  the  steady  transition  to  more  conventional 
patterns  of  care  was  just  beginning  at  that  time.  Location  of  practice  alone  will 
continue  to  cause  certain  concentration,  and  certainly  the  Santa  Barbara  com- 
munity is  not  entirely  immune  to  factors  which  create  similar  conditions  else- 
where. What  is  really  significant  is  that  there  is  afoot  a  continuing  trend  of 
patients  previously  concentrated  among  a  few  physicians  to  avail  themselves  of 
the  total  medical  resources  of  the  county. 

Advisory  and  review  activities 

To  the  quality  of  care  rendered,  and  to  the  best  use  of  public  funds  which 
finance  such  care,  this  activity  has  been  most  significant.  To  begin  with,  the 
committee  has  to  assess  customary  patterns  of  medical  care  such  as  they  would 
apply  to  the  community  as  a  whole.  Such  norms,  combined  with  a  direct, 
personal  acquaintance  with  the  medical  community,  and  with  the  peculiarities  of 
practice  on  the  part  of  individual  physicians,  gave  the  committee  a  yardstick 
whereby  to  evaluate  the  program  in  its  entirety. 

Particularly  during  the  early  meetings,  the  committee  obtained  from  CPS  a 
complete  and  detailed  review  of  the  utilization  on  the  part  of  each  physician. 
This  represented  the  raw  material  which  led  into  two  main  areas  of  committee 
investigation : 

First,  it  made  possible  an  assessment  of  the  financial  solvency  of  the  program, 
the  dispersal  of  the  patients  to  the  medical  community,  the  apparent  adequacy 
of  care  as  compared  to  that  which  other  segments  of  the  community  would  be 
expected  to  receive,  the  use  of  consultants  in  treatment  and  the  utilization  of 
ancillary  services.  In  other  words,  it  allowed  a  continuous  assessment  of  the 
basic  criteria  to  which  this  plan  was  especially  committed :  Broad  physician 
participation,  ready  availability  of  care,  and  quality  at  the  lowest  cost  com- 
patible with  it.  And  it  made  possible  corrective  measures  if  they  became  neces- 
sary long  before  an  insoluble  crisis. 

Secondly,  this  evaluation  brought  to  light  treatment  patterns  by  individual 
physicians  which  warranted  further  investigation.  This  is  a  more  customary 
committee  activity,  but  here  the  activity  is  generated  in  two  ways,  through  the 
committee's  total  program  records  and,  as  usual,  through  the  administrator's 
<!laims  department. 

The  high  level  of  committee  intervention  has  not  been  created  by  an  unusual 
level  of  potential  problem  cases.  They  are  here  an  expression  of  the  complete 
meshing  of  the  advisory  function  with  the  operations  of  the  program,  a  composite 
of  evaluation,  guidance  and  self-discipline  which  is  the  cornerstone  of  the  plan. 

Patient  satisfaction 

The  plan  was  to  assure  dignity,  accessibility  and  quality  of  care.  No  poll  has 
been  taken  of  the  patient's  viewpoint,  but  we  are  told  that  the  members  are 
pleased,  appreciate  the  absence  of  welfare  identification,  are  not  being  embar- 
rassed by  unwarranted  doctor  demands  for  supplemental  payments,  and  receive 
care  readily  and  conveniently  without  discrimination. 

Fiscal  staMlity 

At  the  end  of  the  first  contract  period,  it  was  possible  to  set  aside  a  fairly  sub- 
stantial reserve,  and  it  is  expected  that  the  second  contract  period  which  ended 
June  30, 1964,  will  again  add  to  this  reserve,  which  is  fully  vested  in  the  program 
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and  is  earmarked  for  its  exclusive  use.  As  the  medical  care  rate  structure, 
which  has  remained  unchanged,  was  based  originally  on  the  experience  of  sur- 
rounding counties,  the  experience  is  indicative  of  prudent  use  through  the  local 
medical  community.  It  also  underscores  in  financial  terms  the  basic  merits  of  a 
prepaid  plan  under  enlightened  local  medical  guidance.  In  fact,  it  might  war- 
rant the  conclusion  that  more  adequate  fees  would  be  feasible  without  additional 
drain  on  public  funds  under  this  system.  As  to  the  cost  of  administration,  CPS 
was  able  to  pass  on  the  economies  feasible  during  the  renewal  year  through  a 
reduction  of  its  administrative  rates  by  about  27  percent  as  of  July  1,  1964. 

Research 

An  important  ingredient  of  this  progi-am  is  to  be  joint  research  on  the  part  of 
the  State  department  of  social  welfare,  the  California  Medical  Association,  and 
CPS  into  the  validity  of  this  concept.  This  activity  is  being  pursued  vigorously, 
and  some  very  meaningful  results  may  be  seen  before  the  end  of  the  year.  In 
the  meantime,  preliminary  research  rata  are  available  and  are  the  basis  of  this 
report.  In  addition,  certain  of  the  basic  research  activities  are  channeled  into 
the  advisory  and  review  committee  for  their  program  assessment  and  utilization 
control. 

AcceptaMIity  to  government 

It  is  essential  that  any  publicly  supported  program  must  be  acceptable  to  those 
in  whom  control  of  public  funds  is  vested.  At  the  county  level  it  is  our  hope  that 
the  plan  reduces  involvement  with  a  highly  specialized  activity  to  the  barest 
minimum.  At  the  State  level  (the  source  of  about  half  the  funds),  we  believe 
that  quality  and  availability  of  care  and  predictable  expenditures  are  important. 
And  at  the  Federal  level  similar  criteria  appear  important.  All  components  of 
government  are  obviously  interested  in  a  structure  which  facilitates  care  undif- 
ferentiated because  of  financial  circumstances,  and  which  brings  forth  and 
cultivates  the  best  that  a  responsible  medical  profession  can  offer  to  the 
community. 


Average  monthly  medical  care  expenditure  per  recipient,  April  1963  to  March 
1964 — Public  assistance  medical  care  program 


Category  of  aid 

Santa 
Barbara 
County  1 

Area  1 

State 

Old-age  survivors  

$11.  52 
11.  02 
15.04 

1.  fi5 

$13.  72 
13.96 
21.42 

2.31 

$12. 81 
13. 30 
19.98 
2. 21 
7.32 

BL   

Aid  to  totally  disabled    

Aid  to  families  with  deoendent  children   

Average  of  the  above  principal  programs   

5.93  1  8.11 

j 

1  Santa  Barbara  prepaid  plan  and  fiscal  plan. 


Senator  Axdersox.  Tliaiik  you,  Doctor.  I  appreciate  very  much 
the  fact  that  m  your  manuscript  you  indicated  what  you  were  going  to 
read  and  speak  about  and  what  you  were  going  to  leave  out,  and  with- 
out objection,  the  full  text  of  the  statement — as  has  already  been 
done — the  full  text  of  the  statement  will  appear  in  the  record. 

Doctor,  how  about  the  section  where  you  list  the  reasons  why  the 
use  of  carriers  as  full  insuring  underwriters  is  better  than  their  use  as 
limited  fiscal  agent  administrators ;  would  you  like  that  also  ? 

Dr.  Teall.  Yes,  sir.  The  reason  for  that  is  covered  in  our  supple- 
mental statement,  and  that  is  the  reason  why  we  believe  the  Federal 
employees  health  benefits  program  which  does  use  carriers  as  full-risk 
sharing  underwriters  rather  than  as  fiscal  administrators  is  a  better 
approach.  These  were  our  study  documents. 

Senator  Anderson.  The  Santa  Barbara  plan  concept.  I  assume  you 
vranted  that  too? 

Dr.  Teall.  Yes,  sir.  This  has  been  introduced  in  our  supplemental 
testimony.  It  has  been  a  unique  experience  by  direct  carrier  adminis- 
tration, and  we  believe  it  would  be  of  some  interest  to  you. 
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Senator  Anderson.  Without  objection,  they  will  all  be  included. 
Thank  you  very  much. 
Dr.  Teall.  Thank  you. 

Senator  Smatheks.  May  I  ask  one  question?  In  your  last  para- 
graph you  say : 

We  urge  continuation  of  the  present  exception  from  self-employment  coverage 
for  services  performed  as  a  doctor  of  medicine. 

Dr.  Teall.  Yes,  sir. 

Senator  Smathers.  Do  you,  at  the  same  time,  recommend  as  a  corol- 
lary recommendation  an  improvement  of  the  law  with  respect  to  takmg 
care  of  private  pension  programs  ? 

Dr.  Teall.  Yes,  sir. 

Senator  Smathers.  And  retirement  programs  ? 

Dr.  Teall.  Yes,  sir.  I  would  think  this  is  a  separate  matter,  and 
we  certainly  believe  there  should  be  more  attention  given,  as  you 
have  already  given,  in  your  previous  legislative  record. 

Senator  Anderson.  Thank  you,  Doctor. 

Dr.  Teall.  Thank  you. 

Senator  Anderson.  Senator  Sparkman  ? 

Senator  Sparkman.  Thank  you,  Mr.  Chairman  and  gentlemen  of 
the  committee. 

I  simply  wanted  to  introduce  my  friend  here,  Dr.  John  Chenault, 
who  is  the  spokesman  for  the  Alabama  Medical  Association.  He  is 
accompanied  by  Dr.  Burlison  and  Dr.  Donald.  They,  together  with 
Dr.  Chenault,  constitute  the  committee  representing  the  Alabama 
Medical  Association. 

Senator  Anderson.  Thank  you,  Senator  Sparkman. 

We  will  be  very  glad  to  hear  from  you,  and  if  you  will  be  seated  with 
your  associates  there,  you  may  present  your  statement. 

STATEMENT  OF  DR.  JOHN  M.  CHENAULT,  MEDICAL  ASSOCIATION 
OF  THE  STATE  OF  ALABAMA;  ACCOMPANIED  BY  DE.  PAUL 
BURLISON  AND  DR.  JAMES  DONALD 

Dr.  Chenault.  Thank  you,  sir. 

Mr.  Chairman  and  members  of  the  committee,  I  am  Dr.  John  M. 
Chenault,  a  practicing  pliysician  from  Decatur,  Ala.,  a  member  of  our 
State  committee  of  public  health.  State  board  of  medical  examiners, 
and  board  of  censors  of  the  Medical  Association  of  the  State  of  Ala- 
bama. I  am  here  representing  that  association,  which  is  composed  of 
some  2,2C0  physicians  in  Alabama.  "We  are  grateful  for  your  invita- 
tion to  appear  before  your  committee,  and  for  the  opportunity  to 
express  our  views  and  conclusions  concerning  this  extremely  important 
legislation,  H.E.  6675. 
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In  Alabama,  we  have  a  unique  administrative  situation.  The  Medi- 
cal Association  of  the  State  of  Alabama  differs  from  all  other  State 
medical  associations  in  that  the  entire  physician  membership  is,  by  law, 
the  State  board  of  health  and,  as  such,  is  charged  with  all  matters  per- 
taining to  public  health.  Because  of  this  responsibility,  which  we 
individually  and  collectively  feel,  we  are  greatly  concerned  in  all 
matters  of  health  legislation. 

Senator  Anderson.  Do  I  understand  that  2,200  members  are  on 
your  State  board  of  health  ? 

Dr.  Chenault.  Yes,  sir. 

Senator  Smathers.  Briefly,  how  does  it  function,  just  through  the 
officers  ? 

Dr.  Chenault.  Through  a  committee  that  is  elected  from  the  voting 
body,  the  voting  delegates. 

The  general  provisions  relating  to  the  health  insurance  programs 
are,  for  the  most  part,  unwieldly,  and  we  believe  unnecessary  in  our 
State.  In  Alabama,  the  State  board  of  health  has  the  responsibility 
for  licensing  and  inspecting  health  care  facilities,  including  hospitals 
and  nursing  homes.  Our  established  procedure  is  efficient,  adequate, 
and  appropriate  for  our  needs. 

We  oppose  many  of  the  provisions  of  this  bill,  especially  part  1-A 
of  title  I — proposed  new  title  XVIII — which  provides  financing  of 
hospital  care  through  social  security.  This  legislation  would  centralize 
control  over  many  aspects  of  the  care  of  the  sick.  We  feel  strongly 
that  there  is  a  basic  error  in  the  concept  of  our  Federal  Government 
providing  a  service  of  this  nature  to  the  aged  segment  of  the  popu- 
lation. 

It  appears  to  us  that,  of  necessity,  the  administration  of  the  proposed 
program  will  result  in  control  of  both  the  vendor  and  the  recipient  of 
the  services.  We  sincerely  believe  that  such  a  step  would  be  dangerous 
to  the  physical  health  of  our  people,  not  in  the  public  interest,  and  an 
improper  function  of  the  Federal  Government.  The  practice  of 
medicine — art  and  science — is  a  highly  individualized  endeavor,  fitting 
particular  needs  with  best  available  remedies,  and  does  not  lend  itself 
to  rigid  rules  or  regimentation. 

The  proposal  is  a  radical  departure  from  present  procedure  in 
that  the  Government  undertakes  the  provision  of  services  rather  than 
funds  for  the  needy. 

As  it  is  now  written,  H.R.  6675  excludes  coverage  of  the  services  of 
pathologists,  radiologists,  physiatrists,  and  anesthesiologists  as  part 
of  inpatient  hospital  services.  We  urge  that  this  feature  be  retained 
as  it  now  stands.  The  practice  of  pathology,  radiology,  anesthesiology, 
and  physical  medicine  are  branches  of  the  practice  of  medicine  just  as 
are  surgery,  general  practice,  and  internal  medicine.  The  services  of 
these  physicians  are  not  hospital  services  and  do  not  belong  in  that 
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portion  of  the  bill  solely  designed  to  offer  hospital  benefits.  The  ap- 
proval of  any  amendment  classifiying  these  four  specialties  as  "hospital 
services"  would  force  approximately  15  percent  of  this  country's 
physicians  to  become  salaried  employees  of  hospitals  rather  than 
independent  practitioners. 

The  use  of  a  regressive  tax  to  fund  this  proposal  of  health  care,  we 
feel  is  another  basic  error.  While  we  make  no  claim  as  financial  or 
fiscal  experts,  we  understand  some  of  the  errors  of  a  regressive  tax. 
We  consider  it  to  be  unjust  to  tax  the  working  people  of  this  country 
to  provide  health  care  for  eveiyone  65  years  of  age,  regardless  of  their 
financial  need.  It  seems  unrealistic  to  expect  a  young  couple  with 
children,  and  multiple  costs-of -living  payments,  to  be  saddled  with 
an  additional  tax  for  the  care  of  all  the  elderly. 

In  Alabama,  according  to  our  latest  available  figures,  8  percent  of 
the  total  population  is  65  or  over;  52  percent  of  our  State's  popula- 
tion is  between  the  ages  of  18  and  64;  50  percent  of  all  the  families 
in  Alabama  have  an  annual  income  under  $4,000  and  71  percent  have 
an  annual  income  under  $6,000.  In  Alabama,  50  percent  of  the  non- 
white  families  have  an  income  of  less  than  $2,000  and  the  income  of 
80  percent  of  these  families  is  under  $4,000.  A  large  percentage  of 
this  group  are  the  so-called  disadvantaged.  The  point  is  that  the 
lower  income  families  would  pay  a  tax  disproportionately  high.  We 
consider  this  to  be  imwise,  unfair,  and  discriminatory  against  these 
very  people  whom  we  are  all  desperately  trying  to  help,  at  both  the 
State  and  Federal  levels. 

As  to  part  B  of  title  I,  part  1 — of  part  B  of  proposed  new  title 
XVIII — we  favor  provision  of  adequate  health  care  for  all  the  el- 
derly. We  support  the  concept  of  a  voluntaiy  insurance  program  but 
feel  strongly  that  it  should  be  administered  by  a  State  agency  on 
the  local  level  so  that  the  peculiar  needs  of  any  area  can  be  properly 
met. 

Further  we  believe  such  a  progi-am  should  be  limited  to  those  in 
need.  We  feel  that  administration  at  the  Federal  level  will  inevit- 
ably result  in  inefficient  operation  of  the  program,  and  inadequate 
care  for  the  aged's  ills. 

The  physicians  of  Alabama  respectfully  remind  you  that  we  have 
always  given  freely  of  our  time  and  talents  for  the  needy.  We  desire 
and  expect  to  continue  to  contribute  our  time  and  efforts,  and  we 
believe  that  we  can  best  serve  our  patients  without  third-party 
interference. 

The  medical  assistance  program  proposed  in  part  2,  title  I — new 
title  XIX — greatly  expands  the  Kerr-Mills  Act.  Our  experience  in 
Alabama  with  medical  assistance  to  the  aged  under  the  Kerr-Mills 
law  has  been  good.  There  has  been  a  steady  growth  in  utiliza^tion  of 
this  program.  In  1962  there  were  1,639  claims,  for  which  hospitali- 
zation costs  were  $390,959 ;  fees  paid  to  physicians  totaled  $2,189.  In 
1964,  2,710  claims  with  hospitalization  costs  $836,864  and  only  $4,475 
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paid  for  physicians'  services.  During  1962,  HOAP — liospitalization 
for  old-age  pensioners — hospitalization  costs  of  19,1-^0  claims  was 
$3,962,277  with  $17,259  paid  for  physicians'  services. 

In  1964,  $6,323,418  was  paid  for  hospitalization  for  26,369  claims. 
The  total  nmnber  of  hospitalization  claims  for  both  plans  in  1964 
is  29,074,  while  7,566  claims  for  physicians'  services  were  filed. 
$7,160,283  were  paid  for  hospital  sendee,  while  $65,174  were  paid  for 
physicians'  services. 

This  simply  means  that  in  many  instances  no  claims  were  filed  for 
the  services  of  physicians. 

We  consider  this  to  be  further  evidence  that  the  Alabama  physicians 
will  cooperate  in  voluntarily  furnishing  health  care  services  for  the 
sick,  the  aged,  and  freely  to  the  needy. 

We  favor  this  portion  of  H.E.  6675  since  it  appears  to  extend  a  pro- 
gram of  medical  care  administered  at  State  and  local  levels,  a  pro- 
cedure which  we  have  found  to  be  workable. 

The  self-employed  physicians  in  Alabama  oppose  their  inclusion  in 
the  social  security  system.  Historically,  no  group  has  been  included 
under  social  security  until  its  national  organization  has  approved 
such  inclusion,  and  in  the  case  of  self-employed  ph^^sicians,  this  has 
not  been  done.  Under  the  proposed  combined  social  security  and  hos- 
pital benefits  act,  the  self-employed  individual  would  pay  $355  on 
maximum  annual  earnings  of  $5,600  in  1966.  This  would  gradually 
rise  to  $514.80  on  annual  earnings  of  $6,600  in  1987.  Any  self-em- 
ployed person  earning  $6,600  annually  would  contribute  $9,642.70 
during  the  next  20  years  of  social  security,  and  $5,148  for  each  suc- 
ceeding 10 -year  period.  This  seems  to  be  a  poor  investment,  with  no 
interest  return.  Physicians  in  Alabama  rarely  retire  at  any  age,  and 
almost  never  by  age  65 ;  thus  they  would  not  benefit  from  this  program. 
Most  physicians  in  Alabama,  as  elsewhere,  already  have  private  invest^ 
ment  plans  for  retirement  income.  This  additional  tax  may  jeopardize 
many  of  these  plans. 

It  is  regrettable  that  the  Members  of  the  House  of  Representatives 
were  denied  the  opportunity  to  debate  the  various  features  of  H.R. 
6675  before  its  passage.  We  urge  the  Senate  to  assert  its  independ- 
ence and  consider  each  proposal  of  H.R.  6675  separately,  so  that  its 
good  features  may  be  adopted,  and  objectionable  features  rejected  or 
amended. 

Thank  you  for  giving  us  this  opportunity  to  help  discharge  our 
obligation  to  the  people  of  Alabama  in  our  effort  to  preserve  for  them 
the  best  possible  health  care  plan.  We  hope  that  our  opinions  will  be 
of  some  benefit  to  you  in  your  deliberation.  We  would  be  pleased  to 
attempt  to  answer  any  questions  and  to  obtain  additional  information 
for  you.  We  are  submitting  for  the  record  charts  and  more  details 
concerning  MA  A  and  HOAP  utilization  in  Alabama. 

Senator  Anderso?^.  Without  objection  those  charts  will  be  placed 
in  the  record. 

(The  documents  referred  to  follow  :) 


47-140—05— pt.  2  10 


668  SOCIAL  SECURITY 


Public  assistance  data 


Medical  assistance 

Physicians'  services 

Hospitalization  for  old- 

to  the  aged 

age  pensioners 

hospitalization 

HOAP 

MAA 

Claims 

A  mnnnf 

Claims 

Claims 

Amount 

Claims 

1961 

April  

391 

$52,  260.  80 

May..  

742 

112  576.  80 

Jime..  

846 

122.  634.  27 

July   - 

1,  026 

153  33J.  98 

August  

952 

143  241.  57 

September  

October  

1,  on4 

159. 182.  81 

1,  197 

201,674.  28 

November 

1,301 

242,  023.  28 

December  

1,204 

Total  

8  923 

1,417,169.41 

1962 

January  

1,  455 

262, 962.  38 

February  

1  506 

Z / 0,  00^.  Oi 

1  7 

(to  01 1  ao 

4 

$40.  00 

March  

l!702 

315,  844.71 

158 

32,  767.  62 

145 

1,  579.  00 

7 

$81.  00 

April  

1  384 

250,  739.  29 

131 

27,  614.  85 

148 

1,666.  00 

13 

134.  00 

May   

1,530 

276  931.  68 

137 

27,  463.  97 

257 

1,628.  00 

20 

235.  00 

June   

1.590 

299  95fi.  06 

146 

29,  476.  93 

149 

1,  678.  00 

26 

315.  00 

July  

1.  766 

3S1  085.76 

161 

36,  249. 17 

164 

1,  828.  00 

18 

215.  00 

August  

1,  604 

375  235.  19 

184 

42,  696.  28 

140 

1,  665.  00 

22 

246.  00 

September  

1  651 

372  499. 96 

160 

39,  706. 18 

169 

2  068.  00 

25 

296.  00 

October  

1  635 

370  357.  38 

167 

40.  688.  40 

138 

1,  640.  00 

19 

209. 00 

November  

1  343 

314.  775.  45 

145 

42,  168.  57 

107 

1.290.  00 

7 

100.  00 

December  

1,964 

465  235. 12 

233 

69,  214.  21 

181 

2, 179.  00 

31 

352.  00 

Total...  

19  130 

3.  962,  277.  85 

1,639 

390.  957.  80 

1.  502 

17  9fiQ  on 

188 

^,  loo. 

196S 

January  

2,  052 

481.281.46 

181 

57,  260.  71 

189 

2. 214. 00 

15 

176.  00 

February  

^lO, DiU  uo 

194 

221 

2.114.  00 

22 

281.  00 

March  

2,  737 

625,  583.  76 

292 

90,  084.  67 

366 

2,  952.  00 

26 

299.  00 

April  

1.416 

326,  433.  45 

193 

60, 156. 17 

395 

3, 352.  50 

21 

257.  00 

May    

2,  449 

578,  647.  36 

291 

82, 842.  45 

574 

5,  525.  50 

52 

651.  50 

June  

1,770 

416. 407  37 

232 

64,  074.  86 

521 

4, 091.25 

33 

408.  50 

July  

2,  007 

451.082.  51 

203 

60,  379.  58 

487 

4,  001.50 

23 

288.  00 

August-,   

1.862 

429, 910.  57 

206 

59,  522.  53 

390 

3,  530.  00 

33 

367.  00 

September  

1,963 

448. 858.  81 

169 

49,  536.  40 

401 

3,  489.  50 

25 

290.  00 

October..   

1,967 

4  '.4, 493.  29 

236 

66. 888.  40 

638 

4.125.  00 

27 

311.00 

November 

1,973 

483, 659,  53 

129 

35. 971.  40 

283 

2,  217.  00 

17 

225.  00 

December  

1,  575 

389,  484.  72 

108 



64, 358.  91 


386 

3. 163.  00 

10 

116.  00 

Total  

23,  528 



5,  479,  452.  88 

2,  534 

749,  778.  70 

4,  751 

40, 835.  25 

304 

Q  (Kin  i\c\ 

196^ 

January..  

2,  570 

630, 991.  54 

262 

89, 347.  77 

857 

6, 428.  00 

60 

652.  00 

Fe.)raary  

2  260 

0^  / .  /  yo.  'tO 

232 

469 

4,  464.  50 

25 

277.  50 

March  

'i  398 

570.  265.  11 

259 

79,  787.  11 

707 

6.  092.  50 

33 

320.  00 

Ap-il...  

2,  266 

537,  219.  15 

236 

71,  732.  67 

655 

5,  534.  50 

29 

413.  00 

Ma/.._  

2.  206 

522,  408.  88 

236 

69,  022.  85 

548 

3. 368.  50 

28 

301.  00 

June...  ._ 

2,  010 

471,  708.  67 

218 

39,  281.  41 

600 

A    COO  f\f\ 

4,  88d.  00 

23 

295.  00 

July   

2,  166 

489,  923.  83 

237 

72,  475.  29 

676 

5,  433.  00 

21 

233.  00 

Augast  

2,  029 

464, 114. 16 

219 

55.  818.  02 

580 

4, 935.  50 

51 

686.  00 

September 

2,  195 

507,  284.  99 

195 

63, 866.  69 

550 

4,  274.  15 

23 

285.  60 

October  

2,  295 

563,  615.  96 

232 

74,  455.  38 

718 

6.  208.  50 

26 

284.  00 

No -  ember 

2,  041 

518,  254.  40 

203 

71.281.51 

388 

3,  455.  50 

25 

291.  00 

"Opf*A  Y\  Wat*. 

1.939 

499.  836.  78 

181 

60,  263. 10 

458 

3,  571.  50 

21 

237.  00 

Total.... 

26.  369 

6,  323.  418.  92 

2,710 

836. 864. 16 

7,  206 

60, 649. 15 

360 

4, 475.  00 

1965 

January..  

2,  587 

665, 152.  64 

250 

76,  068.  79 

765 

6,  087.  50 

27 

326.  00 

February  

2,  150 

529,  780.  60 

223 

70,  486.  49 

389 

3, 092.  50 

25 

317.  00 

March..  

2,  696 

680, 491. 16 

253 

84, 922.  57 

554 

4,  642.  50 

22 

276. 00 

Senator  Anderson.  I  am  not  going  to  spend  any  time  in  trying  to 
argue,  but  you  say  that  the  self-employed  physicians  in  Alabama 
oppose  their  inclusion  in  the  social  security  system.  Historically, 
you  say,  no  group  has  been  included  in  social  security  until  its  national 
organization  has  approved  such  inclusion. 
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You  may  be  right,  but  my  impression  was  the  dentists  were  put  in, 
and  the  American  Dental  Society  did  not  approve. 

Dr.  CiiENAULT.  I  think  the  American  Dental  Society  did  approve. 
Senator  Anderson.  Did  they  approve  ? 

Dr.  Chenault.  It  was  my  understanding  that  they  did  approve  it. 
Senator  Anderson.  Will  someone  here  give  us  ex])ert  testimony 
on  that  case  ? 

Mr.  James  W.  Foristel.  I  am  James  Foristel.  I  understand  they 
did  disapprove  twice,  and  finally  approved,  at  least  on  an  elective 
basis,  and  were  taken  in  in  1956. 

Senator  Anderson.  I  am  not  sure.  I  thought  tliey  disapproved  all 
the  way  through,  and  finally  approved  the  action  at  a  later  time. 

Mr.  Foristel.  The  same  story  for  the  lawyers. 

Senator  Anderson.  Good.    I  am  glad  to  have  an  expert  witness 
to  give  us  the  information. 
Any  questions  ? 

Senator  Smathers.  ^sTo  questions. 

Senator  Anderson.  Thank  you  very  much  for  coming  here. 
Dr.  Flannery. 

STATEMENT  OF  BE.  WILBUE  E.  FIANNEEY,  PAST  PEESIDENT, 
PENNSYLVANIA  MEDICAL  SOCIETY 

Dr.  Flannery.  Mr.  Chairman  and  Senator  Smathers,  I  am  Wilbur 
E.  Flannery,  a  practicing  physician  in  Newcastle,  Pa.  I  am  here  as  the 
immediate  past  president  of  the  Pennsylvania  Medical  Society  which 
consists  of  some  12,000  members,  and  having  the  present  duty  to  ex- 
press to  your  our  opinions  with  reference  to  the  legislation  before  you. 

We  have  a  six-page  statement  which,  of  course  you  have  the  long 
statement  in  your  hands,  and  our  oral  presentation  will  be  briefer. 

We  would  like  to  request,  if  it  is  possible,  to  put  in  the  record  the 
statement  that  was  made  before  the  House  Committee  on  Ways  and 
Means  November  20,  1963,  in  connection  with  H.R.  3920  of  the  88th 
Congress,  if  this  can  be  made  a  part  of  the  record,  or  available  to 
Senators  to  look  at.  We  believe  it  makes  some  points  of  interest  with 
reference  to  our  opinions  about  the  legislation. 

Senator  Anderson.  Without  objection  that  will  be  done  at  the  end 
of  your  statement  today. 

(The  document  referred  to  will  be  found  at  the  conclusion  of  the 
statement  of  Dr.  Flannery,  p.  672.) 

Dr.  Flannery.  Thank  you. 

There  are  aspects  of  H.R.  6675  which  we  favor,  such  as  that  portion 
which  would  increase  the  cash  benefits  to  social  security  recipients 
and  the  concept  of  voluntary  participation  in  medical  insurance  sub- 
sidized by  general  fund  revenues.  Our  position  on  the  measure  as  a 
whole,  however,  must  be  one  of  opposition.   This  is  why : 

1.  Those  who  are  able  to  pay  for  their  health  and  medical  care 
should  pay  for  it,  regardless  of  age.  To  give  financial  support  to 
those  who  do  not  need  it  is — 

Economically  unsound :  It  would  waste  Government  aid  on  those 
who  do  not  need  it  instead  of  focusing  it  on  those  whose  limited 
income  calls  for  help.  Yfe  in  Pennsylvania  have  proof  that  the 
aged  who  need  help  can  be  given  adequate  help. 
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Philosophically  unwise:  To  encourage  dependence  upon  Gov- 
ernment aid  rather  than  instilling  a  spirit  of  personal  responsi- 
bility intensifies  rather  than  solves  the  problem.  "Give  a  hungry 
man  a  fish  and  you  have  fed  him  for  a  day;  teach  him  how  to 
fish  and  you  have  fed  him  for  a  lifetime." 
Pennsylvania  has  proof  that  an  adequate  program  for  providing  the 
aged  with  help  in  meeting  the  cost  of  hospitalization  and  nursing- 
home  care  can  be  built  on  the  need  for  such  care.  Our  medical  assist- 
ance for  the  aged  program  is  helping  about  one-fourth  of  all  age  65 
and  over  hospitalized  patients,  without  a  deductible  feature  and  for 
longer  periods  of  illness  than  would  the  hospital  benefits  portion  of 
H.R.6675. 

2.  Financing  should  come  from  a  tax  imposed  in  proportion  to  the 
taxpayer's  ability  to  pay. 

Additional  taxes  on  those  who  can  afford  them  the  least  would 
create  a  problem  for  the  lower  wage  earner  that  would  be  greater 
than  the  problem  the  legislation  proposes  to  solve.  We  are  concerned 
with  the  economic  difficulties  that  such  regressive  taxes  are  certain  to 
cause.  We  are  concerned  with  the  stiflng  change  in  mental  attitudes 
that  result  from  greater  and  greater  payroll  taxes  on  those  in  our 
lower  wage  brackets. 

3.  The  departure  from  cash  benefits  to  service  benefits  removes  from 
the  recipient  the  freedom  to  purchase  that  which  most  adequately 
meets  his  individual  needs. 

In  the  departure  from  cash  benefits  to  service  benefits,  there  is  no 
provision  for  higher  hospital  costs  which  have  been  increasing  at  a 
7-percent  annual  rate  for  some  years.  Thus,  the  Department  of  Health, 
Education,  and  Welfare  will  have  to  purchase  those  services  at  "mar- 
ket prices"  or,  it  must  control  the  vendors. 

There  is  widespread  misunderstanding  among  persons  of  all  ages 
as  to  what  services  H.R.  6675  would  provide.  Should  the  bill  pass  in 
its  present  form,  the  disillusioned  age  65  and  over  recipients  who  ex- 
pect considerably  more  benefits  than  the  bill  provides  would  exert 
massive  pressures  for  expansion  of  the  benefits,  pressures  that  could 
not  be  resisted. 

The  service  proposals  make  a  further  departure  in  that  they  are  not 
even  subject  to  the  same  earned-income  limitations  as  are  the  cash 
benefits. 

4.  The  administration  of  medical  matters  should  rest  in  the  hands 
of  those  with  the  highest  medical  training  and  should  take  place  at 
the  lowest  practical  governmental  level. 

Administration  at  the  lowest  level  is  the  most  economical  adminis- 
tration. 

The  Pennsylvania  Department  of  Public  Welfare  administers  our 
medical  assistance  for  the  aged  program  and  does  it  well,  but  welfare 
departments  in  general  certainly  are  not  as  well  qualified  as  are  health 
departments  to  administer  health  services.  There  are  numerous  ref- 
erences in  H.R.  6675  to  the  establishment  of  advisory  and  regulatory 
bodies  and  of  authority,  without  guarantees  that  there  would  be  ade- 
quate  representations  of  medical  doctors,  and  without  specifying  that 
medical  decisions  would  be  made  by  persons  medically  trained.  . 
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5.  The  public  should  be  spared  the  lower  quality  of  medical  care 
resulting  from  over  and/or  poor  utilization  of  health  care  facilities 
and  of  the  services  of  the  members  of  the  health  care  team. 

Physicians  control  to  some  degree  the  utilization  of  certain  health 
care  facilities,  but  such  control  is  limited  by  human  pressures  to  which 
there  is  a  practical  limit.  The  increased  demands  on  facilities  that 
the  passage  of  H.R.  6675  would  bring  would  result  in  deterioration  of 
the  hospitalization  and  medical  care  provided  to  the  entire  public. 

6.  The  direct  or  indirect  fixing  of  prices,  for  whatever  the  purpose, 
stifles  incentive,  halts  and  reverses  progress,  and  hurts  those  whom  it 
would  profess  to  help. 

In  various  parts  of  H.E.  6675  there  is  the  establishment  of  control 
or  the  ultimate  authority  to  control.  These  are  detailed  in  the  Ameri- , 
can  Medical  Association's  statement  and  we  will  not  repeat  them. 

Under  our  current  system,  every  physician  in  private  practice  and 
every  hospital  certainly  is  in  competition  with  every  other  accessible 
physician  and  hospital.  Ignore,  if  you  choose,  the  dedication  that  the 
vast  majority  of  physicians  bring  to  their  calling,  but  the  competition 
that  exists  under  free,  non-State  medicine  dare  not  be  discarded  by 
anyone  who  shares  our  goal  of  providing  the  highest  possible  quality 
of  medical  care. 

Those  physicians  who  have  chosen  specialties  of  anesthesiology, 
pathology,  radiology,  and  physiatry  should  not  be  set  apart  from  the 
other  practitioners  of  medicine. 

These  services  should  not  be  under  the  hospital  benefits  portion 
of  H.R-.  6675.  The  practice  of  those  four  medical  specialties  difl'ers  in 
no  way  from  the  practice  of  other  medical  specialties.  Among  the 
many  expressions  of  opposition  to  any  such  inclusion  was  one  in  a 
letter  to  us  from  the  president  of  the  Pennsylvania  Society  of  Anes- 
thesiologists. 

Pie  said  in  part : 

*  *  *  the  most  recent  surveys  have  indicated  that  on  a  countrywide  basis, 
more  than  85  percent  of  all  practicing  anesthesiologists  practice  on  a  strict  fee- 
for-service  basis.  They  render  their  own  statements  to  patients  for  whom  they 
administer  a  service  and  are  paid  directly  by  the  patient.  The  hospital  does  not 
enter  into  such  relationships  any  more  than  it  does  in  the  relationship  between 
a  surgeon  and  a  patient  *  *  *. 

Hospitals  do  not  provide  the  highest  medical  skills  and  arts;  the 
physicians  do,  and  may  they  continue  to  do  so  if  the  high  quality  of 
medical  care  in  this  Nation  is  to  continue  to  advance. 

We  do  not  feel  the  hospital  benefits  portion  of  the  bill  should  be 
expanded.  We  are  suggesting  that  the  hospital  benefits  portion  is  the 
wrong  way  to  solve  any  existing  problem.  It  does  not  differentiate 
between  the  needy  aged  and  the  affluent  aged  in  the  degree  of  help  it 
provides. 

We  believe  the  direction  of  H.E.  6675  would  be  impossible  to  re- 
verse when  it  proves  to  be  unsatisfactory,  and  expansion  to  a  complete 
system  of  Government  medical  care  would  be  inevitable. 

Benefits  should  be  provided  in  proportion  to  need  and  taxes  should 
be  collected  in  proportion  to  ability  to  pay. 

It  is  our  earnest  hope  that  this  committee  will  propose  an  alterna- 
tive that  will  not  unnecessarily  burden  the  lower  wage  earners  and 
will  not  place  or  drive  the  profession  represented  by  the  Pennsylvania 
Medical  Society  into  any  further  degree  of  State-controlled  medi- 
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cine — reduced  quality  medicine.  One  such  alternative  with  proven 
workability  exists  in  Pennsylvania. 

We  offer  every  resource  at  our  command  to  assist  in  arriving  at 
such  a  national  alternative.  And  with  our  offer  to  help  in  any  way 
consistent  with  our  convictions,  I  extend  on  behalf  of  my  12,000  fellow 
physician  members  our  thank  you  to  the  members  of  this  committee 
for  this  opportunity  to  present  our  views. 

(The  prepared  statements  of  Dr.  Flannery  follow :) 

Statement  of  the  Pennsylvania  Medical  Society  on  H.R.  6675,  Social 
Security  Amendments  of  1965 

Mr.  Chairman  and  members  of  the  committee,  I  am  Wilbur  E.  Flannery, 
a  medical  doctor  specializing  in  internal  medicine,  and  I  am  appearing  here 
today  as  immediate  past  president  and  spokesman  of  the  Pennsylvania  Medical 
Society.  We  are  opposed  to  certain  provisions  of  H.R.  6675  because  as  physicians 
and  citizens  we  believe  the  measure  would  lower  the  quality  of  medical  care  and 
that  it  is  economically  unsound  and  philosophically  unwise. 

Our  opposition  to  certain  basic  points  of  H.R.  6675  was  detailed  in  our  state- 
ment presented  in  opposition  to  identical  points  that  occurred  in  H.R.  3920  of  the 
88th  Congress,  a  statement  presented  on  November  20,  1963,  to  the  Committee  on 
Ways  and  Means  of  the  U.S.  House  of  Representatives.  We  request  that  we  be 
allowed  to  submit  that  statement  as  part  of  the  record  of  this  hearing  because  it 
has  a  direct  bearing  on  H.R.  6675,  describes  and  identifies  our  medical  society, 
and  describes  a  Pennsylvania  progTam  which  is  helping  without  embarrassment 
those  aged  who  need  help  in  meeting  their  hospitalization  costs. 

There  are  aspects  of  H.R.  6675  which  we  favor,  such  as  that  portion  which 
would  increase  the  cash  benefits  to  social  security  recipients  and  the  concept  of 
voluntary  participation  in  medical  insurance  subsidized  by  general  fund  reve- 
nues. Our  position  on  the  measure  as  a  whole,  however,  must  be  one  of  opposi- 
tion. We  tell  why  in  six  points  : 

1.  Those  who  are  able  to  pay  for  their  health  and  medical  care  should  pay  for 
it,  regardless  of  age. 

2.  Financing  should  come  from  a  tax  imposed  in  proportion  to  the  taxpayer's 
ability  to  pay. 

3.  The  departure  from  cash  benefits  to  service  benefits  removes  from  the  re- 
cipient the  freedom  to  purchase  that  which  best  meets  needs. 

4.  The  administration  of  medical  matters  should  rest  in  the  hands  of  those 
with  high  medical  training  and  should  take  place  at  the  lowest  practical  govern- 
mental level. 

5.  The  public  should  be  spared  the  lower  quality  of  medical  care  resulting  from 
over  and  poor  utilization  of  health  care  facilities  and  of  the  services  of  mem- 
bers of  the  health  care  team. 

6.  The  direct  or  indirect  fixing  of  prices,  for  whatever  the  purpose,  stifles  in- 
centive, halts  and  reverses  progress,  and  hurts  those  whom  it  would  profess  to 
help. 

In  addition,  we  have  this  opinion  concerning  efforts  to  bring  about  an  amend- 
ment to  broaden  coverage  to  additional  physicians'  services  : 

Those  physicians  who  have  chosen  to  practice  the  specialities  of  anesthesiology, 
pathology,  radiology,  and  physiatry  should  not  be  set  apart  from  the  other 
practitioners  of  medicine. 

An  ofiicial  body  of  the  Pennsylvania  Medical  Society  reviewed  an  advance 
copy  of  today's  statement  of  the  American  Medical  Association  and  is  in  agree- 
ment with  essential  points  made  in  it.  To  avoid  repeating  that  statement,  we 
limit  our  presentation  to  the  six  mentioned  points  with  which  we  in  Pennsylvania 
have  had  additional  experience  and  have  made  additional  observations.  In 
respect  to  these  points  : 

1.  Those  who  are  able  to  pay  for  their  health  and  medical  care  should  pay  for  it, 
regardless  of  age. 

To  give  financial  support  to  those  who  do  not  need  it  is — 

(a)  Economically  unsound:  It  would  waste  Government  aid  on  those  who 
do  not  need  it  instead  of  focusing  it  on  those  whose  limited  income  calls  for  help. 
We  in  Pennsylvania  have  proved  that  the  needy  aged,  indeed,  the  younger  too, 
can  be  given  adequate  help  and  that  need  and  eligibility  for  that  help  can  be 
predetermined. 
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(6)  Philosophically  unwise:  To  encourage  dependence  upon  Government  aid 
rather  than  instilling  a  spirit  of  personal  responsibility  intensifies  rather  than 
solves  the  problems.  "Give  a  hungry  man  a  fish  and  you  have  fed  him  for  a 
day ;  teach  him  how  to  fish  and  you  have  fed  him  for  a  lifetime." 

We  in  Pennsylvania  have  proof  that  an  adequate  program  of  providing  the 
aged  with  help  in  meeting  the  cost  of  hospitalization  and  nursing  home  care  can 
be  built  on  the  need  for  such  care.  In  Pennsylvania,  age  65  and  over  citizens 
can  determine  their  eligibility  for  such  care  in  advance  and  thus  can  arrange 
their  finances  to  meet  their  individual  situations.  Our  program  of  medical  as- 
sistance for  the  aged  is  helping  about  one-fourth  of  all  age  6.5  and  over  hospital- 
ized patients  without  a  deductible  feature  and  for  longer  periods  of  illness  than 
would  the  hospital  benefits  portion  of  H.R.  6675.  Fewer  than  one  out  of  200 
fiuch  patients  do  not  pay  or  do  not  have  their  hospital  bills  paid.  This  is  a 
record  unequaled  by  any  other  age  group.  This  program  has  no  deductable 
feature  because  when  a  program  is  based  on  need,  tax  dollars  are  more  wisely 
used  and  thus  can  provide  more  help  for  those  who  need  help. 

We  hope  that  constructive  legislation  will  result  so  that  the  aged  who  need 
help  will  receive  it  in  a  more  economical,  more  inclusive,  more  practical  way 
than  is  proposed  in  H.R.  6675.  The  details  of  Pennsylvania's  working  program 
are  given  in  the  November  20,  1963,  statement  of  the  Pennsylvania  Medical  So- 
ciety which  we  have  asked  be  made  a  part  of  the  record  of  this  hearing.  Since 
the  time  that  statement  was  submitted,  the  number  of  age  65  and  over  persons  in 
Pennsylvania  being  helped  has  been  increased  through  the  elimination  of  any 
relatives'  responsibility  and  through  a  vast  educational  program  carried  out  by 
the  Pennsylvania  Medical  Society  and  the  Department  of  Public  Welfare. 

2.  Financing  should  come  from  a  tax  imposed  in  proportion  to  the  taxpayer's 
ability  to  pay. 

Surely  additional  taxes  should  not  be  imposed  on  those  who  can  afford  them 
the  least.  They  would  create  a  problem  for  the  lower  wage  earner  that  would 
be  greater  than  the  problem  the  legislation  proposes  to  solve.  Additional  taxes 
on  our  lowest  wage  earners  without  regard  to  their  ability  to  pay  reduces  their 
already  minimal  living  standard  and  reduces  their  incentive  to  work  and  to 
attempt  to  provide  for  themselves  and  their  families.  It  further  reduces  the 
flowering  of  those  human  qualities  which  have  been  responsible  for  our  Nation's 
progress. 

Why  impose  the  most  regressive  of  taxes?  Should  not  they  be  imposed  in 
proportion  to  ability  to  pay?  Physicians  also  are  citizens,  and  as  citizens  we 
are  concerned  with  the  economic  difiiculties  that  such  regressive  taxes  are 
certain  to  cause.  We  are  citizens  and  also  physicians  and  as  physicians  we  are 
concerned  with  the  stifling  change  in  mental  attitudes  that  result  from  greater 
and  greater  payroll  taxes  on  those  in  our  lower  wage  brackets.  Such  attitudes 
can  mean  the  difference  between  incentive  and  resignation. 

3.  The  departure  from  cash  benefits  to  service  benefits  removes  from  the 
recipient  the  freedom  to  purchase  that  which  most  adequately  meets  his  indi- 
vidual needs. 

We  commend  the  drafters  of  the  measure  for  that  portion  which  would  increase 
cash  benefits  for  social  security  recipients.  Are  our  aged,  to  a  greater  degree 
than  younger  persons,  unable  to  use  a  dollar  wisely?  Is  it  proposed  that  even- 
tually their  groceries  be  purchased  for  them,  rather  than  to  give  them  the  dollars 
to  purchase  food  which  is  to  their  individual  tastes? 

In  the  departure  from  cash  benefits  to  hospitalization  service  benefits,  there 
is  no  provision  for  the  inflation  of  hospital  costs  which  have  been  increasing  at 
a  7-percent  annual  rate  for  some  years.  There  is  every  reason  to  believe  that 
hospital  costs  will  continue  to  increase  and  the  Department  of  Health,  Education, 
and  Welfare  will  have  to  purchase  those  services  at  market  prices  or,  it  must 
control  the  vendors  of  these  services. 

There  is  widespread  misunderstanding  among  persons  of  all  ages  as  to  what 
services  H.R.  6675  would  provide.  The  most  common  misunderstanding  is  that 
it  will  take  care  of  all  hospitalization  and  medical  bills  for  all  persons  age  65 
and  over.  Should  the  bill  pass  in  its  present  form,  the  disillusioned  age  65  and 
over  recipients  who  expect  considerably  more  benefits  than  the  bill  provides 
would  be  certain  to  start  massive  pressures  for  expansion  of  the  benefits,  pressures 
that  could  not  be  resisted.  Expand  the  benefits,  and  the  costs  increase.  In- 
crease the  costs,  and  there  would  have  to  be  a  further  regressive  tax  increase. 
Increase  the  taxes  and  many  who  can  afford  it  the  least  are  hurt  the  most. 
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The  service  proposal  makes  a  further  departure  from  a  fundamental  concept 
of  the  social  security  program.  The  services  in  the  hospital  benefits  portion  of 
H.R.  6675  are  not  even  subject  to  the  same  earned  income  limitations  as  are  the 
cash  benefits.  It  fails  to  include  in  the  service  benefits  the  safety  factor  which 
has  operated  so  successfully  in  the  cash  benefits  portion.  We  favor  the  raising 
of  the  earned  income  limitations  embodied  in  this  bill  and  it  would  seem  to  be  a 
simple  matter  to  have  proposed,  at  the  very  least,  that  the  service  benefits  be 
subject  to  the  same  earned  income  limitations  as  are  the  cash  benefits.  The  bill 
proposes  that  the  earned  income  limitations  be  raised  so  that  $1  of  cash  benefits 
be  deducted  for  every  $2  of  earned  income  up  to  $2,400  annually,  and  that  $1  of 
cash  benefits  be  deducted  for  every  $1  of  annual  income  above  $2,400.  Then,  in 
the  hospital  service  benefits  portion  it  does  not  propose  that  $1  of  covered  hos- 
pitalization benefits  be  removed  from  coverage  for  every  $2  of  earned  income 
up  to  $2,400  annually,  nor  that  $1  of  covered  benefits  be  removed  from  coverage 
for  every  $1  of  annual  income  above  $2,400.  It  is  inconsistent.  The  greater  out- 
lay as  a  result  of  this  inconsistency  could  be  used  to  better  advantage  in  provid- 
ing greater  help  to  those  who  have  the  greatest  need  for  help. 

Cash,  not  services,  means  that  the  physician  would  be  working  directly  for  the 
patient  rather  than  for  a  governmental  program. 

4.  The  administration  of  medical  matters  should  rest  in  the  hands  of  those 
with  the  highest  medical  training  and  should  take  place  at  the  lowest  practical 
governmental  level. 

Administration  at  the  lowest  practical  governmental  level  is  the  most  eco- 
nomical administration. 

In  Pennsylvania,  we  are  proud  of  our  current  department  of  public  welfare 
administration  of  our  medical  assistance  for  the  aged  program,  but  welfare  de- 
partments in  general  certainly  are  not  as  well  qualified  as  health  departments  to 
administer  health  matters.  The  fractionalization  of  the  administration  of  health 
«are  is  costly  and  detrimental  to  the  quality  of  care  provided  to  recipients. 

There  are  numerous  references  in  H.R.  6675  to  the  establishment  of  advisory  and 
regulatory  bodies  and  authority  without  guarantees  that  such  advisory  bodies 
would  have  adequate  representations  of  medical  doctors  and  without  specifying 
that  authority  for  medical  decisions  would  rest  in  the  hands  of  persons  medically 
trained.  Further  clarification  of  these  points  is  given  in  the  statement  of  the 
American  Medical  Association. 

5.  The  public  should  be  spared  the  lower  quality  of  medical  care  resulting  from 
over  and  poor  utilization  of  health  care  facilities  and  of  the  services  of  members 
of  the  health  care  team. 

You  may  say  the  physician  controls  the  degree  of  utilization  of  certain  health 
care  facilities  and  that  is  partially  true.  From  a  practical  standpoint,  the  degree 
of  such  control  is  considerably  less  than  some  would  believe.  Physicians  are 
subject  to  human  pressures  and  there  is  a  practical  limit  to  such  resistance. 
Physicians,  especially  in  Pennsylvania,  have  been  at  work  for  years  to  correct 
any  over  and  poor  utilization  of  facilities  so  that  hospitalization  costs  can  be 
kept  as  low  as  possible,  but  there  is  ample  evidence  that  where  there  is  a  "free" 
service,  there  is  increased  utilization.  In  most  instances,  increased  utilization  is 
over  and/or  poor  utilization. 

Various  hospital  planning  groups  have  been  estimating  that  the  passage  of 
H.R.  6675  would  bring  almost  immediately  a  need  for  a  25-percent  increase  in 
facilities  and  services  of  members  of  the  health  care  team.  This  would  result  in 
deterioration  of  the  hospitalization  and  medical  care  provided  to  the  entire 
public.  Under  our  present  system,  we  are  not  experiencing  the  British  difficulty 
of  having  to  undergo  a  waiting  period  of  6  to  24  months  for  elective  surgery. 

Under  our  present  system,  we  have  an  almost  unlimited  number  of  specialists 
able  to  purvey  the  best  type  of  medical  service  in  virtually  every  crossroads 
hospital. 

6.  The  direct  or  indirect  fixing  of  prices,  for  whatever  the  purpose,  stifles  in- 
centive, halts  and  reverses  progress,  and  hurts  those  whom  it  would  profess  to 
help. 

We  mentioned  the  danger  inherent  in  the  provision  of  services  because  the 
Government  must  purchase  services  at  market  prices  or,  it  must  control  the  ven- 
dors of  the  services.  In  various  parts  of  H.R.  6675  there  is  the  establishment  of 
control  or  the  ultimate  authority  to  control.  These  are  detailed  in  the  American 
Medical  Association's  statement  and  we  vsdll  not  repeat  them  here. 

Under  our  current  system,  every  hospital  certainly  is  in  competition  with  every 
other  hospital  accessible  to  the  patient.  Every  physician  in  private  practice  is 
literally  in  competition  with  every  other  accessible  physician.    Ignore,  if  you 
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choose,  the  dedication  that  the  vast  majority  of  physicians  bring  to  their  calling, 
but  the  competition  that  exists  under  free,  non-State  medicine  dare  not  be  dis- 
carded, dare  not  be  glossed  over  by  anyone  who  shares  our  goal  of  providing  the 
highest  possible  quality  of  medical  care.  Fixed  payments  never  can  provide  the 
impetus  toward  perfection  inherent  in  competitive  fees-for-services,  be  those  fixed 
payments  set  by  the  hospital,  the  Government,  or  any  other  group. 

Those  physicians  who  have  chosen  specialties  of  anesthesiology,  pathology, 
radiology,  and  physiatry  should  not  be  set  apart  from  the  other  practitioners  of 
medicine. 

Those  who  would  sweep  under  hospital  and  governmental  control  the  profes- 
sional medical  services  of  the  above  four  named  specialties  would  make  an 
arbitrary  decision.  The  services  are  not  now  covered  under  the  hospital  benefits 
portion  of  H.R.  6675  and  should  not  be,  for  the  practice  of  those  four  medical 
specialties  differs  in  no  way  from  the  practice  of  other  medical  specialties. 

Louis  Goodman,  M.D.,  president  of  the  Pennsylvania  Association  of  Clinical 
Pathologists,  in  an  April  27,  196.5,  letter  to  the  Pennsylvania  Medical  Society 
asked  for  our  support  in  attempts  to  prevent  any  inclusion  of  the  above  medical 
specialty  services  in  the  bill. 

Seymour  Schotz,  M.D.,  president  of  the  Pennsylvania  Society  of  Anesthesiolog- 
ists, inc.,  in  a  letter  dated  April  30, 1965,  wrote  us  in  part : 

"It  is  commonly  stated  that  the  services  of  anesthesiologists  are  a  part  of  a 
hospital  service.  The  most  recent  surveys  have  indicated  that  on  a  countrywide 
basis,  more  than  85  percent  of  all  practicing  anesthesiologists  practice  on  a  strict 
fee-for-service  basis.  They  render  their  own  statements  to  patients  for  whom 
they  administer  a  service  and  are  paid  directly  by  the  patient.  The  hospital 
does  not  enter  into  such  relationships  any  more  than  it  does  in  the  relationship 
between  a  surgeon  and  a  patient.  Therefore  any  attempt  to  alter  this  rela- 
tionship would  work  a  serious  inequity  against  the  practicing  anesthesiologist 
All  organizations  of  anesthesiology  are  unanimous  in  their  opposition  to  any 
inclusion  of  anesthesiologists'  services  in  hospital  services." 

Similar  expressions  have  been  made  by  oflQcials  of  the  other  two  mentioned 
medical  specialties. 

It  may  be  that  the  American  Hospital  Association  has  seized  upon  this  bill  as 
a  vehicle  for  its  members  to  gain  a  wider  degree  of  control  over  the  provision 
of  hospital  and  medical  care  and  we  submit  that  hospitals  are  not  and  should 
not  be  the  practitioners  of  the  art  and  science  of  medicine.  Hospitals  exist  so 
that  physicians  better  can  provide  their  services  to  their  patients.  The  hospi- 
tals do  not  provide  these  highest  medical  skills  and  arts ;  the  physicians  do,  and 
may  they  continue  to  do  so  if  the  high  quality  of  medical  care  in  this  Nation  is 
to  continue  to  advance. 

Before  concluding,  we  point  out  that  we  do  not  feel  the  hospital  benefits  portion 
of  the  bill  should  be  expanded  to  cover  certain  services  that  are  not  now  covered 
in  the  bill.  We  are  suggesting  that  the  hospital  benefits  portion  is  the  wrong 
way  to  solve  any  existing  problem  the  aged  have  in  meeting  their  hospitalization 
care  costs. 

H.R.  6675  would  place  a  burden  on  those  aged  who  need  the  most  help  because 
it  does  not  differentiate  between  the  needy  aged  and  the  affluent  aged  in  the 
degree  of  help  it  provides.  We  believe  the  direction  of  H.R.  6675  would  be  im- 
possible to  reverse  when  it  proves  to  be  unsatisfactory,  and  expansion  to  a  com- 
plete system  of  Government  medical  care  would  be  inevitable. 

Benefits  should  be  provided  in  proportion  to  need  and  taxes  should  be  collected 
in  proportion  to  ability  to  pay. 

There  are  many  alternatives  to  H.R.  6675  and  to  the  financing  method  it 
would  employ  for  the  hospital  benefits  portion.  It  is  our  earnest  hope  that  this 
committee  will  propose  that  the  Congress  of  the  United  States  accept  as  an  alter- 
native one  that  will  not  unnecessarily  burden  the  lower  wage  earners  and  will  not 
place  or  drive  the  profession  represented  by  the  Pennsylvania  Medical  Society 
into  any  further  degree  of  State-controlled  medical  care.  One  such  alternative, 
an  alternative  with  proven  workability,  exists  in  Pennsylvania's  program  of 
providing  hospitalization  for  those  who  need  help. 

We  offer  every  resource  at  our  command  to  assist  in  arriving  at  such  an 
alternative. 

And  with  our  offer  to  help  in  any  way  consistent  with  our  convictions,  I  extend 
on  behalf  of  my  12.000  fellow  physician-members  our  thanks  to  you  the  members 
of  this  committee  for  this  opportunity  to  present  our  views. 
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Statement  on  H.R.  3920,  Presented  to  the  Committee  on  Ways  and  Means, 

November  20,  1963 

(By  W.  Benson  Harer,  M.D.,  immediate  past  president,  Pennsylvania  Medical 

Society) 

Tlie  Pennsylvania  Medical  Society,  representing  12,000-member  medical  doctors 
in  the  State,  has  long  advocated  and  supported  such  legislation  as  will  accrue  to 
the  health  and  well-being  of  the  public.  Specifically,  our  society  was  one  of  the 
first  to  study  and  act  on  medical  care  for  the  aged.  In  1959,  it  started  a  program 
for  improved  medical  service  and  is  attempting  to  expand  that  program  through' 
out  the  State.  The  program  establishes  a  system  of  evaluation  and  review 
procedures  to  provide  control  against  misuse  of  health  care  facilities. 

H.R.  3920  is  not  needed  in  Pennsylvania.  There  is  no  medical  care  for  the 
aged  problem  in  Pennsylvania  requiring  any  type  of  additional  Federal  legisla- 
tion. As  evidence,  our  society  surveyed  10  representative  general  hospitals  in 
the  State.  It  reviewed  a  total  of  132,807  hospital  admissions  between  January  1, 
1962,  and  July  1,  1963.  Of  these  admissions,  19,996  or  15.1  percent,  were  persons 
age  65  or  older.  Of  this  older  group.  47.6  percent  paid  their  hospital  bills  with 
Blue  Cross  plan  insurance ;  29.3  percent  with  commercial  insurance  or  cash ;  20.5 
percent  had  their  hospital  bills  paid  under  the  Kerr-Mills  law;  only  2.6  percent 
had  not  paid  their  hospital  bills  at  the  time  of  the  survey.  Hospitals,  then,  re- 
ceived payment  for  97.4  percent  of  all  patients  age  65  or  older.  And  since  the 
time  of  the  survey,  Kerr-Mills  implementation  has  been  expanded  and  further 
payments  have  reduced  the  nonpayers  to  less  than  1  percent. 

The  cost  of  providing  medical  assistance  for  the  aged  and  old  age  assistance 
coverage  in  Pennsylvania  averaged  $23.5  million  annually  and  under  the  im- 
proved provisions,  is  expected  to  cost  $26.5  million  a  year.  Under  H.R.  3920, 
Pennsylvania  taxpayers  would  be  forced  to  pay  $152  million  more  taxes  the  first 
year  alone,  based  on  the  administration's  own  questionably  low  estimates.  In 
other  words,  Pennsylvania  residents  would  be  trading  a  working  program  costing 
$26.5  million  annually  for  an  inadequate,  compulsory  program  costing  a  mini- 
mum of  six  times  as  much.  Ajid  under  PI.R.  3920  the  cost  w^ould  be  borne  by 
many  least  able  to  bear  it. 

With  the  Federal  Government  returning  general  tax  dollars  to  the  States 
through  the  Kerr-Mills  law,  the  aged  in  need  will  continue  to  have  adequate 
medical  care  at  the  lowest  possible  cost  and  without  further  endangering  the 
freedom  of  our  citizens. 

We  urge  the  abandonment  of  H.R.  3920  as  not  only  undesirable  legislation,  but 
an  unneeded  legislation. 

(Testimony  follows :) 

I  am  W.  Benson  Harer,  a  medical  doctor,  now  in  my  40th  year  of  practice 
in  Upper  Darby,  Pa.,  where  I  specialize  in  obstetrics  and  gynecology.  I  am 
appearing  here  today  as  immediate  past  president  and  the  spokesman  of  the 
Pennsylvania  Medical  Society,  a  nonprofit  organization  of  12,000  physicians. 
It  is  a  constituent  of  the  American  Medical  Association  and  has  60  component 
county  medical  societies  in  63  of  Pennsylvania's  67  counties. 

The  organization  that  I  represent  is  115  years  old  and  is  actively  engaged 
in  extending  medical  knowledge,  advancing  medical  science,  elevating  and  main- 
taining medical  education,  upholding  the  ethics  and  dignity  of  the  medical 
profession,  and  in  health  education  of  the  public. 

In  fact,  it  is  considered  a  leader  in  enlightening  and  directing  public  opinion 
concerning  health  and  hygiene  because  it  has  not  shirked  the  responsibilities 
that  are  the  lot  of  a  leader. 

As  a  specific  example,  the  Pennsylvania  Medical  Society  has  been  extremely 
active  in  carrying  out  its  responsibility  in  connection  with  advocating  and  sup- 
porting legislation  that  will  improve  the  health  and  general  well-being  of  the 
public  that  the  society  serves. 

The  society  wishes  to  present  evidence  to  you  here  today  to  show  that  the 
legislation  you  are  considering  simply  is  not  needed  in  Pennsylvania.  This 
may  sound  surprising  to  some  of  you.  It  is  nontheless  true.  What  has  been 
done  in  Pennsylvania  can  be  done  in  other  States. 

MEDICAL  service  IMPROVED 

Medical  care  for  all  ages  always  has  been  the  society's  concern.  Of  special 
concern  has  been  the  care  of  older  persons.  Our  society  was  one  of  the  first  to 
recognize  the  position  into  which  older  persons  were  being  relegated.    It  studied 
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the  situation,  disseminated  information  on  the  proper  care  of  the  elderly  to  our 
members  and  to  the  public,  and  advocated  and  supported  specific  legislation 
and  other  measures  to  meet  their  needs.  In  other  words,  our  society  not  only 
recognized  the  existence  of  the  social  changes  affecting  the  aging,  it  acted  to 
combat  undesirable  results. 

One  of  our  society  actions  that  aided  in  reaching  a  solution  was  the  establish- 
ment of  a  program  for  improved  medical  service.  The  program  was  started  in 
western  Pennsylvania  about  7  years  ago  and  is  spreading  throughout  the  Com- 
monwealth. The  program,  simply  explained,  seeks  to  insure  the  maximum 
amount  of  the  highest  quality  health  care  for  the  public  at  the  most  reasonable 
cost.  Physicians,  acting  through  their  medical  society  and  cooperating  with 
health  care  partners  such  as  hospitals,  voluntary  prepayment  agencies,  and 
commercial  health  insurance  carriers,  have  been  able  to  serve  health  care  con- 
sumers more  efficiently.  The  program  establishes  a  system  of  evaluation  and 
review  procedures  which  are  guided  by  established  standards  for  the  quality, 
cost,  and  utilization  of  health  care  facilities  so  as  to  provide  controls  against 
misuse  and  provide  a  stimulus  for  continual  improvement  in  performance. 
The  program  is  working  and  is  working  well  and  it  benefits  the  general  public 
as  well  as  the  over-65  segment  of  the  State's  population.  Just  last  month,  our 
house  of  delegates  voted  to  w^ork  to  extend  this  program  throughout  the  State. 

GOOD  LEGISLATION  SUPPORTED 

This  activity  of  the  medical  profession  has  been  praised  by  many  persons  and 
organizations.  As  an  example,  the  Hon.  Francis  R.  Smith,  former  insurance 
commissioner  of  Pennsylvania,  last  year  said  in  a  speech  in  New  York  City : 

"I  directed  the  Blue  Cross  to  take  specific  actions  to  minimize  any  over- 
utilization  that  might  exist.  I  asked  for  the  cooperation  of  medical  societies, 
doctors,  hospitals,  and  the  public.  *  *  *  j  ^m  pleased  with  the  cooperative 
response  of  interested  persons  and  organizations  *  *  *." 

The  Pennsylvania  Medical  Society  always  has  supported  suitable  welfare 
legislation  that  has  had  either  a  direct  or  indirect  effect  on  the  aged  indigent, 
such  as  the  public  assistance  law.  Through  the  years,  we  have  supported 
amendments  to  give  public  assistance  recipients  as  much  additional  coverage  as 
the  State  could  afford.  In  1959,  we  supported  in  our  general  assembly  passage 
of  a  bill  which  provided  that  aged  indigent  persons  may  be  cared  for  in  foster 
homes  at  State  expense.  In  1958,  the  State  Department  of  Public  Welfare 
began  to  pay  for  needed  nursing  home  care  of  the  indigent. 

We  have  been  in  the  forefront  in  insisting  that  nursing  homes  achieve  maxi- 
mum efficiency.  We  have  encouraged  the  enactment  of  appropriate  practical 
nursing  licensure  laws  to  assure  that  nursing  care  is  provided  by  competent 
individuals  for  all  of  our  citizens,  especially  those  over  65. 

This  year,  our  society  saw  the  passage  of  a  series  of  bills  it  has  long  ad- 
vocated and  fought  for — bills  that  provide  a  broader,  more  adequate  implemen- 
tation of  the  Kerr-Mills  law  in  Pennsylvania. 

HOSPITAL  SIJE\'EY  CONDUCTED 

We  point  to  this  broader  implementation  as  an  example  for  other  States  and 
as  part  of  the  evidence  for  the  statement  I  made  earlier — that  there  no  longer 
is  a  medical  care  for  the  aged  problem  in  Pennsylvania  requiring  any  type  of 
additional  Federal  legislation. 

We  will  now  support  that  statement. 

In  discussing  the  following  points,  it  would  be  helpful  to  know  the  extent  of 
the  Kerr-Mills  implementation  that  existed  in  Pennsylvania  from  .January 
1962,  to  Septem^ber  1963.  It  is  outlined  for  your  information  in  appendix  A 
to  this  testimony. 

Those  members  of  this  committee  previously  acquainted  with  the  Kerr-Mills 
implementation  as  it  existed  in  Pennsylvania  prior  to  September  of  this  year  and 
those  who  have  read  appendix  A  to  this  testimony  can  see  the  administrative 
problems  that  were  created  by  the  methods  of  eligibility  determination.  One 
could  reach  the  conclusion  that  such  methods  of  determination  would  guarantee 
the  program's  eventual  failure. 

Now.  let  us  see  if  this  program  was  a  "failure." 

To  find  out.  the  Pennsylvania  Medical  Society  in  July  of  this  year  completed 
a  survey  of  10  general  hospitals  in  Pennsylvania.  The  hospitals  were  selected 
as  representative  of  those  serving  all  of  the  varied  areas  of  the  Commonwealth, 
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with  different  industries,  differences  in  economic  well-being,  different  geo- 
grapMcal  areas,  and  with  different  ratios  of  age-65-and-over  residents  to  the 
general  population.  | 

Seven  of  the  hospitals  surveyed  serve  highly  industrialized,  moderate-to-low 
income  areas  where  the  unemployment  in  July  1963,  ranged  between  12  and  13 
percent.    All  except  one  of  the  hospitals  serve  areas  where  the  ratio  of  resi-  j 
dents  age  65  and  over  is  somewhat  above  the  national  average.   The  one  excep- 
tion serves  an  area  where  the  ratio  is  almost  the  same  as  the  national  average. 

The  eighth  hospital  serves  an  area  with  both  industrial  and  rural  residents 
with  moderate  to  low  incomes  and  with  an  employment  rate  of  8.6  percent. 
The  ninth  also  is  an  industrial-rural  area  with  an  unemployment  rate  of  6.1 
percent.  The  tenth  hospital  is  in  a  large  metropolitan,  highly  industrialized  area 
with  an  unemployment  rate  of  7  percent  and  with  residents  with  moderate  in- 
comes. It  is  a  teaching  hospital  and  handles  more  clinic  (free)  cases  than  the 
average. 

EXCELLENT  PAYMENT  RECORD 

The  survey  figures  were  obtained  from  the  hospitals  themselves  in  August  of 
1963.  We  will  present  the  figures  as  compiled  in  August  although  a  check  made 
just  a  few  days  ago  reveals  that  with  the  passage  of  time,  the  already  small 
number  of  nonpaying  patients  is  reduced  drastically.  That  reduction  will  be 
explained  after  we  present  the  August  survey  figures. 

A  total  of  132,807  hospital  admissions  since  January  1,  1962,  were  reviewed. 
Of  this  total  number  of  admissions,  19,996,  or  15.1  percent,  were  persons  65  years 
old  or  older. 

Of  the  19,996  persons  65  or  older  admitted  to  the  hospitals: 

9,528,  or  47.6  percent,  paid  the  hospital  bill  with  Blue  Cross  plan  insurance. 
5,866,  or  29.3  percent,  paid  the  hospital  bill  with  commercial  insurance,  or 
cash. 

4,097,  or  20.5  percent,  had  their  hospital  bills  paid  under  the  Kerr-Mills  law. 
504,  or  2.6  percent,  had  not  paid  their  hospital  bills  at  the  time  this  survey 
was  taken. 

These  hospitals,  at  the  time  of  the  survey,  had  received  payment  for  97.4  per- 
cent of  all  persons  age  65  or  over. 

It  is  enlightening,  to  say  the  least,  to  note  that  76.9  percent  of  these  19,996 
patients  paid  their  hospital  bills  either  by  private  voluntary  insurance  or  cash. 

Thus,  even  under  the  limited  Kerr-Mills  implementation  that  then  existed  in 
Pennsylvania,  it  paid  the  hospital  bills  for  20.5  percent  of  the  over-65  patients 
admitted  to  these  hospitals.  There  is  every  reason  to  believe  that  the  experience 
of  these  10  hospitals  does  not  differ  in  any  way  from  that  of  other  hospitals 
across  the  State.  Studies  made  in  other  hospitals  bear  this  out.  A  breakdown 
of  the  information  gathered  in  this  survey  is  provided  in  appendix  B  to  this 
testimony. 

BESTTLTS  OF  A  RECHECK 

In  1962  the  Congress  of  the  United  States,  in  considering  an  added  program  of 
financing  medical  care  for  the  aged  through  an  increased  social  security  tax, 
would,  therefore,  have  been  considering  a  program  which  would  have  taxed 
every  working  Pennsylvanian  to  meet  a  need  that  existed  with  less  than  2.6  percent 
of  those  persons  over  age  65  who  were  admitted  to  a  hospital.  In  fact,  this 
figure  probably  will  be  reduced  to  less  than  1  percent  by  the  passage  of  time. 

We  say  less  than  1  percent  because  of  what  we  found  in  a  recheck  made  a  few 
days  ago.  We  selected  for  rechecking  hospital  H,  as  listed  in  appendix  B, 
because  its  percentage  of  nonpaying  patients  age  65  and  over  was  closest  to  the 
survey  average  of  2.6  percent.    This  is  what  we  found : 

In  the  3  months  since  hospital  H  was  first  surveyed,  the  percentage  of  non- 
paying  patients  age  65  and  over  dropped  from  2.5  percent  to  0.4  percent.  This 
was  accompanied,  naturally,  by  a  2.1-percent  increase  in  the  number  of  over-65 
patients  who  paid  their  hospital  bills  with  private  insurance  or  cash. 

Hospitals  tell  us  that  this  change  is  a  natural  one — that  included  in  the  original 
group  of  nonpayers  are  such  patients  as  accident  victims  whose  temporary  non- 
payment occurs  because  of  litigation ;  persons  who  need  a  few  weeks  to  withdraw 
money  from  a  time  savings  account;  some  persons,  who,  although  eligible  for 
Kerr-Mills  assistance,  refuse  it  because  they  prefer  to  meet  their  own  obligations  ; 
and,  a  few  real  hardship  cases  generally  reflected  in  the  less  than  1  percent  of 
nonpayers  that  ultimately  result. 
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The  experience  of  hospital  H  is  uot  unique.  "We  Iiad  time  to  check  with  2 
other  hospitals  in  the  original  10  and  found  that  their  percentage  of  nonpaying 
patients  age  65  and  over  also  has  been  greatly  reduced  since  August.  The  final 
payment  picture  cannot  be  obtained  for  at  least  a  year  after  the  patient's  release 
from  the  hospital,  it  was  pointed  out.  The  hospital  officials  also  tell  us  that 
nonpaying  hospital  patients  of  all  ages  average  out  to  about  5  percent.  Thus,  the 
loss  to  hospitals  from  age-65-and-over  patients  is  less  than  one-fifth  of  the  loss 
incurred  from  ail  patients. 

Now,  let  me  tell  you  how  this  small  need  has  been  further  diminished. 

The  1963  session  of  our  general  assembly  passed,  with  the  full  support  of  the 
Pennsylvania  Medical  Society,  measures  which  will  increase  the  scope  of  our 
Kerr-Mills  program  and  should,  with  earnest  and  sincere  administrative  effort, 
make  it  one  of  the  finest  programs  in  the  United  States.  Our  new  Governor  has 
insisted  that  our  Kerr-Mills  program  be  one  of  the  best.  The  Kerr-Mills  law 
in  Pennsylvania,  beginning  September  1  of  this  year,  is  far  better  than  its 
predecessor. 

KERR-MILLS  IMPLEMENTATION  BROADENED 

Beginning  September  1,  the  following  gratifying  modifications  were  added  to 
our  law : 

The  asset  and  income  limits  for  those  applying  for  medical  assistance  to  the 
aged  were  increased  from  $1,500  to  $2,400  in  the  case  of  single  persons,  and  for 
married  couples  from  $2,400  to  $3,840,  because  the  overwhelming  number  of  those 
applying  for  medical  assistance  who  were  ineligible  were  found  to  be  so  by 
reason  of  asset  and  income  limitations.  The  estimated  additional  cost  in  State 
funds  for  those  added  benefits  will  be  approximately  $975,000  a  year. 

The  placing  of  liens  on  estates  of  recipients  has  been  eliminated.  The  re- 
covery provision  has  been  unpopular  and  in  some  instances  may  have  caused 
persons  to  refrain  from  seeking  to  establish  medical  assistance  eligibility.  The 
estimated  annual  cost  of  this  provision  is  $720,000  in  State  money. 

Under  another  new  and  very  important  provision,  the  State  will  determine 
annual  eligibility  whether  the  persons  are  sick  or  well.  Such  eligibility  may  be 
established  in  advance  of  need.  After  eligibility  once  has  been  established,  the 
renewal  process  will  be  a  simple  one.  This  will  eliminate  the  need  for  sick 
persons  to  discuss  their  financial  position  at  a  time  when  they  are  undergoing 
physical  pain  and  hardship. 

Another  provision  will  give  the  State  department  of  public  welfare  the  au- 
thority, with  the  approval  of  the  secretary  of  the  budget,  for  adjusting  the 
responsibility  of  relatives  downward  or  possibly  eliminating  it.  There  has 
been  $1  million  in  State  funds  budgeted  for  this  provision. 

Finally,  a  provision  for  public  nursing  home  care  has  been  extended  to  include 
posthospital  care  in  non-tax-supported  nursing  homes,  not  in  excess  of  60  days 
during  any  12-month  period ;  if  prescribed  by  a  licensed  physician ;  and  if 
initiated  within  5  days  following  inpatient  hospital  care.  This  provision  is  ex- 
pected to  cost  about  $2.50,000  in  State  funds. 

It  is  estimated  that  an  additional  7,000  persons  in  Pennsylvania  over  the  age 
of  65  will  benefit  from  these  new  provisions  at  an  additional  estimated  cost  in 
State  funds  of  $2,945,000. 

DOES  NOT  CORRECT  CAUSE 

When  one  considers  the  data  presented  by  the  survey  of  10  hospitals  and  con- 
siders the  increase  in  the  scope  of  the  Kerr-Mills  program  effective  September 
1,  it  causes  us  in  Pennsylvania  to  wonder  why  the  Federal  administration  and 
some  segments  of  the  Congress  feel  that  additional  Federal  legislation  is  re- 
quired. What  Pennsylvania  has  done  with  the  Kerr-Mills  law  can  be  done  by 
other  States, 

Adequate  Kerr-Mills  law  implementation,  then,  meets  the  need.  We  are 
aware  that  it  does  not  solve  the  cause  of  that  need  and  as  good  physicians  we 
cannot  treat  symptoms  without  seeking  to  eliminate  causes. 

It  is  the  Pennsylvania  Medical  Society's  long-range  goal  to  reduce  the  need  for 
Kerr-Mills  funds  and  to  reduce  the  need  for  any  government-operated  plan — or 
scheme. 

How?  By  seeking  to  establish  eventually  an  actuarially  sound  system  of  pre- 
payment insurance  so  that  workers  can  make  systematic  payments  into  a  fund 
to  be  used  for  their  own  medical  care — not  for  someone  else's  medical  care. 

The  cost  to  the  State  of  providing  medical  care  coverage  imder  the  medical 
assistance  for  the  aged  and  the  old-age-assistance  programs  in  Pennsylvania  for 
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the  first  17  months  of  the  MAA  implementation  averages  out  to  $1,959,823  a 
month  or  $23,517,876  for  a  year  of  operation.  The  new  MAA  provisions  effective 
September  1,  1963,  are  estimated  to  bring  the  annual  cost  to  $26,462,876. 

With  the  added  scope  of  the  program  cleared  during  the  new  State  administra- 
tion, the  future  in  Pennsylvania  should  prove  conclusively  that  local  and  State 
governments  can  meet  problems  and  administer  programs  without  additional 
Federal  intervention  and  control. 

COST  OF  H.R.  3920 

Remember  that  estimated  figure  of  $26.5  million,  given  for  the  cost  of  providing 
medical  care  fur  the  aged  needy  in  Pennsylvania  for  a  year?  If  H.R.  3920 
should  be  cleared  by  this  committee  and  passed  by  the  Congress,  Pennsylvania 
taxpayers  would  be  forced  to  pay  $152  million  more  in  taxes  the  first  year  alone 
And  this  estimate  is  based  on  the  administration's  own  figures,  despite  the  fact 
insurance  actuaries  believe  the  proposal  will  cost  at  least  twice  the  administra- 
tion's estimate.  The  bill  which  you  are  considering  would  trade  a  medical  care 
for  the  aged  program  that  works  and  will  cost  $26.5  million  a  year  in  Pennsyl- 
vania for  an  inadequate  compulsory  program  that  would  cost  the  State's  resi- 
dents a  minimum  of  six  times  that  amount. 

To  provide  some  added  statistical  information,  there  are  approximately 
1,129,000  Pennsylvanians  over  the  age  of  65.  About  49,000  of  these  older  resi- 
dents of  the  State  are  old-age-assistance  recipients  under  the  Federal-State  public 
assistance  program  which  has  been  in  operation  in  Pennsylvania  for  more  than 
25  years.  Subtracting  49,0U0  old-age-assistance  recipients  from  the  total  number 
of  Pennsylvanians  over  the  age  of  65  leaves  1,0^)0,000.  Certainly,  some  of  these 
1,080,000  aged  persons  experience  hardship  in  meeting  the  expenses  of  their 
medical  care  to  the  same  degree  that  they  experience  hardship  in  meeting  any 
of  their  other  living  costs.  What  our  hospital  survey  would  indicate,  however, 
is  that  the  portion  of  the  aged  who  require  hospital  care  has  more  means  avail- 
able for  meeting  the  cost  of  that  care  than  does  any  other  segment  in  Pennsyl- 
vania.   ^\  hat's  more,  85  percent  of  all  persons  05  or  older  are  in  good  health. 

The  Peunsiyvania  Medical  Society  almost  hesitates  to  mention  the  above  facts. 
It  almost  fears  that  the  figures  will  provide  certain  segments  of  government 
with  ammunition  for  demanding  a  program  of  medical  care  for  those  under  65, 
financed  with  an  added  social  security  tax.  Those  persons  who  are  unable  to 
meet  living  expenses  certainly  require  help,  whether  those  expenses  are  for  food, 
for  shelter,  for  clothing,  for  transportation,  or  for  medical  care.  The  i'ennsyl- 
vania  Medical  Society  will  always  be  in  the  forefront  of  those  who  help  that 
segment  of  our  population  which  needs  help.  It  would  seem,  from  the  survey 
and  rechecks  conducted  in  our  State  that  fewer  than  1  out  of  every  100  persons 
over  the  age  of  65  who  are  hospitalized  does  not  pay  his  or  her  hospital  bill  or 
have  it  paid  under  the  Kerr-Mills  law.  I'm  sure  that  most  nonpaying  persons 
have  just  reasons  for  nonpayment,  but  do  the  members  of  this  committee  feel 
that  in  order  to  pay  part  of  the  hospital  bill  of  that  1  person  out  of  lUO  in  Penn- 
sylvania, there  should  be  established  a  massive  taxation  and  administrative 
paycheck-eating  monster  to  pay  for  some  of  the  hospital  costs  of  all  100  persons? 

INSURANCE  PROGRAMS  GROWING 

The  Penns3ivania  Medical  Society  wholeheartedly  believes  that  the  members 
of  this  committee  cannot  objectively  weigh  the  facts  that  we  have  presented 
and  arrive  at  a  conclusion  other  than  the  obvious  one — that  the  legislation  you 
are  considering  simply  is  not  needed,  that  legislation  already  enacted  into  law 
provides  an  adequate,  fair  vehicle  for  meeting  the  medical  care  costs  of  the 
overwhelming  majority  of  those  over  65  who  need  help. 

What  we  have  presented  so  far  only  scratches  te  surface  of  the  evidence  that 
shows  the  concern  and  activities  of  our  society  in  the  areas  of  medical  care  for 
the  aged. 

The  Pennsylvania  Medical  Society  has  provided  the  stimulus  for  a  Blue  Shield 
senior  citizens  insurance  program.  It's  being  offered  on  a  voluntary  basis  to 
Pennsylvanians  65  years  of  age  and  older  and,  like  previously  existing  Blue 
Shield  programs,  permits  persons  to  secure  voluntary  prepaid  medical  care 
insurance  regardless  of  age  or  condition  of  health. 

Under  the  new  senior  citizens  insurance  program,  an  individual  with  an  in- 
come of  less  than  $1,500  or  a  person  with  dependents  having  an  income  of  under 
$2,400  will  receive  covered  services  v/ithout  additional  charges  from  the  15,000 
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Pennsylvania  physicians  who  have  adjusted  their  fees  to  participate.  Sub- 
scription rates  for  this  plan  are  $1.83  a  month  for  a  single  person,  and  $3.06 
for  a  subscriber  with  one  or  more  dependents.  These  low  rates  are  possible  be- 
cause the  physicians  have  voluntarily  lowered  their  fees.  At  the  present  time, 
over  4  million  Pennsylvanians  have  Blue  Shield  coverage  and  can  continue  this 
coverage  past  the  age  of  05.  Blue  Shield  presently  covers  a  grand  total  of 
371,482  persons  over  the  age  of  65  in  Pennsylvania.  In  addition,  many  other 
persons  have  other  forms  of  health  insurance.  Pennsylvania's  Blue  Cross  plans 
offer  over  65  coverage  to  individuals  and  to  groups,  and  feature  extended  pro- 
tection, including  nursing  home  care  in  addition  to  hospital  care  and  visiting 
nurse  care. 

SOCIETY  WOKKS  WITH  AGED 

The  Pennsylvania  Medical  Society  has  been  supporting  a  move  in  Pennsylvania 
to  make  it  legal  for  insurance  carriers  to  band  together  to  provide  a  uouprotit 
program  similar  to  the  "'05  plans"  in  several  other  States.  Such  statewide  under- 
writing pools  are  gaining  favor  across  the  United  States  and  our  society  hopes 
that  tney  will  continue  to  grow  where  needed.  It  will  support  legislation  to 
enable  the  creation  of  such  an  underwriting  pool  in  Pennsylvania. 

To  touch  on  some  of  our  society's  other  activities  in  connection  with  the  aging, 
the  Pennsylvania  Medical  Society  was  instrumental  in  organizing  the  Penn- 
sylvania Council  on  Health  Care  of  the  Aging.  The  council  is  compo.>ed  of  repre- 
sentatives of  hospitals,  nursing  homes,  dental,  i)harmaceutical,  nursing,  and  medi- 
cal organizations.  This  council  has  been  supporting  conferences  on  heaith  care 
of  the  aging  throughout  the  State.  Our  society's  commission  on  geriatrics,  estab- 
lished in  1952,  has  been  assisting  the  development  of  appropriate  courses  in  medi- 
cal schools  which  will  acquaint  medical  students  with  the  problems  they  will  be 
facing  in  the  care  of  older  citizens.  This  same  commission  has  been  instrumental 
in  developing  programs  for  the  X-ray  screening  of  older  persons  and  has  cooper- 
ated with  various  departments  of  State  government  in  advising  them  of  the  nec- 
essary requirements  for  nursing  homes.  Our  society  has  been  stimulating  the 
development  of  home  care  services  which  are  of  principal  interest  to  the  aged. 
Nutritional  manuals  have  been  distributed  by  our  society  to  help  pnysiciaiis  and 
others  provide  proper  diets. 

Vrhat  have  the  individual  Pennsylvania  physicians  been  doing?  They  have 
a  long  and  commendable  history  of  supplying  eight  different  types  of  medical 
facilities  for  the  aged  and  needy.  Traditionally,  physicians  working  in  all  of 
the  facilities  and  as  individuals  and  private  practitioners  of  medicine  have  offered 
freely  and  generously  their  services  in  furnishing  medical  care  to  tne  aged  m 
Pennsylvania. 

Our  hospitals  are  partially  reimbursed  by  the  State  for  the  care  that  is  rendered 
to  needy  patients,  but  I  would  like  to  point  out  that  the  physicians  vrorking  in 
these  hospitals  caring  for  these  patients  have  never  received  any  reimbiirsement. 
These  doctors  provide  medical  care  needed  by  indigent  patiei^ts  and  prefer  not 
to  have  more  of  their  time,  after  caring  for  every  such  patient,  devoted  to  filling 
out  involved  government  forms. 

Are  the  free  services  a  physician  provides  impossible  to  describe  in  dollars? 
No,  according  to  the  publication  New  Medical  Materia  which  took  a  random  sam- 
pling across  the  United  States  in  1960  and  came  up  with  this  report : 

That  Pennsylvania  physicians  provided  $41,969,000  worth  of  free  care  during 
1960.  This  free  care  was  apportioned  on  the  following  basis  :  28.4  percent  resulted 
from  treating  private  patients  without  charge  ;  37.3  percent  resulted  from  hospital 
ward  service ;  24.3  percent  was  provided  in  outpatient  clinic  service :  10  percent 
resulted  from  free  care  to  ail  other  persons,  including  physicians'  relatives,  stu- 
dents, campers,  amateur  athletes,  clergymen,  emergei-cy  cases,  and  charity  ca  -es. 

Many  of  us.  after  discussions  with  our  patients,  are  of  the  opinion  that  the 
majority  of  the  citizens  of  Pennsylvania  prefer  to  provide  for  their  own  heaith 
care  upon  retirement,  on  a  voluntary  basis.  It  is  our  considered  opinion  that  the 
aged  in  Pennsylvania  who  need  assistance  for  their  medical  care,  do  receive  it 
through  the  aid  that  is  already  available  from  Federal,  State,  and  local  govern- 
ments, and  with  the  continued  cooperation  of  those  who  provide  health  care. 

To  summarize  this  area,  the  physicians  in  cooperation  with  the  health  insurance 
plans  have  made  available  voluntary  insurance  that  will  protect  those  aged 
whose  life  savings  would  be  endangered  in  the  event  of  a  prolonged  illness.  That 
such  voluntary  insurance  is  meeting  the  need  is  evident  in  the  results  of  the 
hospital  survey  that  we  have  presented  to  you  here  today. 
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"PBQBLEM"  IS  DIMINISHING 

Our  survey  showed  that  more  than  three  out  of  evei-y  four  persons  65  or  older 
admitted  to  hospitals  took  care  of  their  hospital  obligations  with  Blue  Cross,  other 
types  of  health  insurance,  and  with  cash.  With  this  must  he  considered  the  fact 
that  health  insurance  plans  are  still  growing  and  that  with  their  current  noncan- 
celable  features,  the  number  of  insured  is  certain  to  increase  in  the  years  ahead. 
In  other  words,  the  legislation  you  are  considering  is  aimed  at  a  "problem"  that 
is  diminishing  every  year  and  w^ill  continue  to  grow  less  and  less.  Kerr-Mills  can 
and  is  meeting  the  "grey  area"  between  indigency  where  old-age  assistance  meets 
the  problem  and  ability  to  budget  for  health  insurance. 

It  all  leads  us  to  the  conclusion  that  there  is  no  need  to  force  each  and  every 
working  person  to  submit  to  an  added  tax  under  social  security  to  provide  a  pro- 
gram of  Government-directed  payments  for  a  portion  of  the  medical  care  expenses 
of  all  persons  over  the  age  of  65.  The  proposal  being  considered  by  this  commit- 
tee today  vv^ould  give  aid  to  anyone  over  the  age  of  65  whether  aid  is  needed  or  not. 
It  is  a  proven  fact  that  many  of  our  social  security  recipients  have  adequate  funds 
to  buy  the  luxuries  of  life  as  well  as  to  provide  for  their  own  medical  care.  In 
fact,  200,000  older  Americans  had  incomes  of  $20,000  or  more  in  1962.  To  tax  a 
less  fortunate  individual  to  provide  a  fund  for  payment  for  the  more  fortunate 
is  so  far  from  the  principles  of  democracy  that  it  causes  us  to  shudder.  We  have 
found  that  Pennsylvanians  over  the  age  of  65  believe  in  the  principles  of  democ- 
racy and  wish  to  be  free  and  independent  and  have  bought  private  insurance  for 
their  own  protection.  These  individuals  can  choose  their  own  hospital,  can 
select  their  own  doctor,  and  are  not  being  subsidized  by  a  younger  and  frequently 
less  fortunate  generation. 

For  anyone  or  any  group  to  insist  on  the  passage  of  legislation  to  provide  aid 
for  an  area  where  the  need  is  not  clear  causes  one  to  question  the  motives  behind 
such  urgings.  Previous  proponents  of  legislation  much  like  H.R.  3920  publicly 
admitted  that  their  proposals  were  aimed  at  providing  a  foot  in  the  door  so  that 
the  step  could  be  followed  with  the  full-scale  adoption  of  socialized  medicine  with 
its  heavy  tax  burden  and  its  Government  control  of  the  hospitals  and  the  medical 
profession. 

NOT  AN  INSURANCE  PROGRAM 

The  proposed  law  will  provide  care  in  only  those  hospitals  which  have  made 
agreements  with  the  Federal  Government.  It  further  provides  for  the  payment 
of  funds  to  hospitals  for  care  rendered  by  pathologists,  radiologists,  anesthesi- 
ologists, and  physiatrists.  These  people  are  all  doctors  of  medicine,  practicing 
in  a  specialized  field  of  medicine.  How  soon  will  you  be  asked  to  include  the 
surgeon,  the  internist,  or  the  general  practitioner?  How  soon  will  you  be  asked 
to  provide  complete  hospitalization  and  medical  care  for  every  man,  woman,  and 
child  in  the  United  States  once  our  aged,  regardless  of  need,  have  become  direct 
wards  of  the  Federal  Government  ? 

H.R.  3920  is  designed  as  a  foot  in  the  door.  With  its  social  security  financing 
mechanism,  it  taxes  many  who  can  afford  it  the  least  to  pay  for  the  current 
medical  costs  of  many  who  do  not  need  and  do  not  want  the  help.  It  is  not  an 
insurance  program.  It  would  use  current  income  to  pay  for  current  costs  which 
would  mean  that  as  the  percentage  of  our  over-65  population  increases  and  as 
the  cost  of  hospitalization  rises,  the  tax  rate  would  have  to  be  increased  again 
and  again.  H.R.  3920  is  a  monster  that  would  eat  away  chunks  of  the  incomes 
of  those  in  the  lower  income  brackets. 

With  the  evidence  that  we  have  presented,  with  the  Federal  Government  return- 
ing tax  dollars  to  the  individual  States  through  the  Kerr-Mills  law,  the  aged  in  j 
need  will  continue  to  have  adequate  medical  care  at  the  lowest  possible  cost  and  ' 
without  further  endangering  the  freedom  of  you,  me,  or  our  children.  The  legis- 
lation that  you  are  considering  here  today  is  a  threat  to  our  cherished  freedom 
and  democracy  and  we  urge  you  to  abandon  it  as  not  only  undesirable  legislation, 
but  as  unneeded  legislation. 

On  behalf  of  the  Pennsylvania  Medical  Society,  I  wish  to  thank  the  members 
of  this  committee  for  this  opportunity  to  present  our  views.  You  have  been 
kind.    I  hope  you  feel  that  we  have  been  convincing. 

(Appendices  A  and  B  follow  : ) 

[Appendix  A] 

Kebr-Mills  Program  in  Pennsylvania  January  1962  to  September  1963 

The  medical-assistance-for-the-aged  program  in  the  Commonwealth  of  Penn-  j 
sylvania  specified  the  particular  elements  of  medical  care  within  the  scope 
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of  the  provisions  as  follows:  (1)  Inpatient  hospitalization;  (2)  posthospitali- 
zation  home  care  when  provided  by  a  hospital;  (3)  nursing  care  in  the  home; 
and  (4)  nursing  home  care  in  county  institutions.  The  law  did  not  authorize 
medical-assistance-for-the-aged  payments  for  any  other  elements  of  medical  care. 

The  amount  of  the  assistance  to  be  provided  to  eligible  beneficiaries  also  was 
specified  in  our  public  assistance  law.  The  beneficiaries  of  our  State  medical- 
assistance-for-the-aged  program  were  defined  in  the  public  assistance  and  support 
law  as  follows : 

(A)  Over-65  residents  of  the  State  who  did  not  have  a  spouse  or  dependent 
child  living  with  them  were  entitled  to  medical  care  within  the  scope  of  the 
program  when  that  medical  care  costs  more  than  the  sum  of  these  four  amounts  : 
(1)  The  amount  by  which  the  clear  market  value  of  real  and  personal  property 
exceeded  $1,500,  excluding  his  home,  household  furnishings,  car,  and  life  insur- 
ance with  cash  surrender  value  not  exceeding  $500;  (2)  the  amount  legally  re- 
sponsible relatives  (spouse  and  children)  were  financially  able  to  pay  toward 
the  cost  of  the  medical  care  as  determined  by  the  State  department  of  public 
welfare ;  (3)  six  times  the  difference  between  the  aged  person's  average  monthly 
gross  income  and  $125;  and  (4)  the  amount  of  any  health  insurance  or  other 
benefit  available  to  meet  the  cost  of  the  medical  care. 

(B)  Residents  who  had  a  spouse  living  with  them  were  entitled  to  specified 
medical  care  when  the  cost  of  that  medical  care  exceeded  the  sum  of  these  four 
amounts:  (1)  The  amount  by  which  the  clear  market  value  of  the  real  and  per- 
sonal property  belonging  to  the  person  or  spouse  exceeded  $2,400,  excluding  their 
home,  household  furnishings,  car,  and  the  spouse  and  aged  person's  life  insur- 
ance with  cash  surrender  value  not  exceeding  $500;  (2)  the  amount  legally 
responsible  relatives  (children)  could  pay  as  determined  by  the  State  department 
of  public  welfare;  (3)  six  times  the  difference  between  the  average  monthly 
combined  gross  income  of  the  i)erson  and  spouse  and  $200;  and  (4)  the  amount 
of  any  health  insurance  or  other  benefits  available  to  meet  the  cost  of  medical 
care. 

Aged  residents  of  the  State  who  had  dependent  children  living  with  them  were 
eligible  for  specific  care  when  the  cost  of  that  care  was  more  than  the  sum  of 
the  four  amounts  given  in  paragraph  (B)  above,  except  that  the  income  figure 
in  item  (3)  was  increased  by  $41.66  for  each  dependent  child. 

The  Pennsylvania  support  law  stipulated  in  general  terms  how  the  amount 
required  of  legally  responsible  relatives  was  to  be  determined.  The  same  law 
also  made  the  medical-assistance-for-the-aged  recipient's  home  and  other  prop- 
erty available  after  death  for  repayment  of  the  amount  granted.  Although  it 
prohibited  the  placing  of  any  lien  against  the  recipient's  property  during  his 
lifetime,  except  when  that  payment  was  improperly  obtained,  the  law  makes  an 
individual's  property  liable  for  medical-assistance-for-the-aged  repayment  or,  for 
that  matter,  any  other  type  of  public  assistance  granted  to  or  in  behalf  of  the 
individual's  spouse. 

[Appendix  B] 


Survey  of  10  general  hospitals  in  Pennsylvania  conducted  in  August  1963,  of 

65-and-over  admissions 


Total 

Admis- 

Number 

Cash, 

Paid  by 

Not  pay- 

Hospital 

admissions 

sions  over 

paid  by 

private 

Kerr-Mills 

ing  by  any 

age  65 

Blue  Cross 

insurance 

means 

A 

11,832 

2, 291 

1,314 

679 

278 

20 

B 

5, 699 

588 

203 

284 

97 

4 

C 

19, 671 

2,  588 

1,463 

677 

386 

62 

D 

11,  706 

1, 830 

1,  026 

630 

159 

15 

E 

18,  495 

2,844 

1,  548 

768 

444 

84 

F 

18,  043 

2,440 

1,  074 

559 

732 

75 

G 

18. 193 

3,265 

1, 068 

844 

1,240 
242 

113 

H 

11,  020 

1,422 

727 

418 

35 

I 

10,  930 

1,955 

758 

844 

290 

62 

J 

7,  218 

773 

347 

163 

229 

34 

Totals  

132,  807 

19.  996 

9,  523 

5,  866 

4,  097 

504 

Percent   

100 

15.1 

47.6 

1  29.3 

20.5 

2  2.6 

1  Time  INCREASES  this  percentage. 

2  Time  DECREASES  this  percentage. 


Survey  of  hospitals  A  through  H  covers  1962  calendar  year,  survey  of  hospital 
I  covers  1962-63  fiscal  year ;  survey  of  hospital  J  covers  Januarv  1  to  June  30, 
1963. 

(Explanation  follows :) 
47-140— 65— pt.  2  11 
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Survey  data. — The  hospitals  checked  in  the  survey  cover  a  broad  range  of  geo- 
graphical and  economic  areas  in  Pennsylvania.  They  range  from  hospitals  in  the 
largest  cities  to  community  hospitals  serving  rural  areas.  All  except  J  serve  areas 
where  the  number  of  residents  age  65  and  older  is  somewhat  above  the  national 
average.  Hospitals  A  through  G  serve  highly  industrialized,  moderate  to  low-in- 
come areas  which  as  of  July  1963,  were  averaging  between  12  and  15  percent  un- 
employment. Hospital  H  also  serves  an  industrialized  area,  but  the  unemployment 
rate  is  8.6  percent  and  it  is  in  a  moderate-  to  low-income  section.  Hospital  I 
serves  an  industrial-rural  area,  the  unemployment  rate  is  6.1  percent  and  it  is 
in  a  moderate-  to  low-income  section.  Hospital  J  serves  a  large  metropolitan 
highly  industrialized  area  with  an  unemployment  rate  of  7  percent.  It  is  in  a 
moderate-income  area,  but  as  a  teaching  hospital,  handles  more  clinic  (free)  cases 
than  the  average. 

Time  changes  statistics. — Earlier  this  month,  we  rechecked  several  of  the  hos- 
pitals involved  in  the  survey  to  determine  how  time  changes  the  survey  results. 
Hospital  H,  for  instance,  with  percentages  in  all  categories  close  to  the  totaj 
survey  averages,  was  rechecked.  This  is  what  we  found  : 

In  3  months,  the  percentage  of  nonpaying  patients  age  65  and  over  dropped 
from  2.5  to  0.4  percent. 

There  was  a  resulting  increase  of  2.1  percent  in  the  number  of  patients  paying 
with  private  insurance  or  cash — from  29.4  to  31.5  percent. 

Hospital  officials  tell  us  that  this  change  is  a  natural  one — that  included  in  the 
original  group  of  nonpayers  are  such  patients  as  accident  victims  whose  tem- 
porary nonpayment  occurs  because  of  pending  litigation ;  persons  who  need  a  few 
weeks  to  withdraw  money  from  a  time  savings  account ;  some  persons,  who,  al- 
though eligible  for  Kerr-Mills  assistance,  refuse  it  because  they  prefer  to  meet 
their  own  obligations ;  and,  a  few  real  hardship  cases  generally  reflected  in  the 
less  than  1  percent  of  nonpayers  that  ultimately  result.  The  experience  of  hos- 
pital H  is  not  unique.  In  spot  checking  other  hospitals  in  the  original  10,  we 
found  their  percentage  of  nonpaying  patients  age  65  and  over  also  has  been 
reduced  since  August.  These  hospital  officials  tell  us  that  the  final  payment  pic- 
ture cannot  be  obtained  for  at  least  a  year  after  the  patient's  release  from  the 
hospital. 

Senator  Anderson.  Any  questions  ? 

Senator  Smathers.  I  have  no  questions.  Thank  you,  Doctor. 
Senator  Anderson.  Thank  you. 

I  stated,  Doctor,  that  we  got  very  little  testimony  on  what  the  doc- 
tors thought  about  the  correctness  of  the  $72  payment  that  is  going 
to  be  made  per  year  for  these  extra  services.  If  you  have  any  doubts 
as  to  the  financial  solvency  of  the  program  we  would  like  to  have  tliem 
raised.  We  would  be  glad  to  have  that  comment.  I  know  you  feel 
eldercare  is  a  good  way  of  taking  care  of  it.  That  income  is  a  proper 
way  to  evaluate  these  things. 

I  was  supplied  a  memorandum  a  while  back  that  in  1961  there  were 
17  Americans  with  incomes  of  more  than  $1  million  a  year,  who  paid 
no  taxes  of  any  kind.  That  is  true  because  of  the  oil  depletion  allow- 
ance, capital  gains,  trust  arrangements,  and  so  forth,  and  they  would 
be  eligible  under  eldercare  because  they  have  no  income,  taxable  in- 
come. The  had  a  $1  million  income.  So  you  do  have  problems  in  these 
fields,  and  I  just  hope  you  would  bear  in  mind  that  we  have  problems, 
too,  as  we  start  to  deal  with  it  in  the  Finance  Committee. 

Senator  Douglas.  I  ask  consent  that  there  be  printed  as  a  part  of 
today's  hearings  the  statement  of  Dr.  A.  A.  Adams,  president-elect  of 
the  American  Chiropractic  Association. 

(The  statement  referred  to  follows :) 

Statement  by  Dr.  A.  A.  Adams,  Peesident-Elect  of  the  American 
Chiropractic  Association 

Mr.  Chairman  and  members  of  the  committee,  the  American  Chiropractic  As- 
sociation is  fully  in  accord  with  the  objectives  of  Federal  legislation  to  provide 
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needed  liealth  services  to  our  older  citizens.  In  a  letter  to  President  Johnson 
on  January  8  of  this  year,  this  organization  endorsed  the  President's  position 
and  supported  the  passage  of  the  medicare  bill.  Our  endorsement  was  offered 
because  the  need  for  adequate  health  protection  for  millions  of  our  Nation's  older 
citizens  has  been  so  long  unfulfilled. 

We  believe  that  those  older  citizens  who  are  to  benefit  by  this  bill  should  have 
the  American  right  of  free  choice  to  select  the  method  of  health  care  which  they 
deem  best.  This  choice  does  not  appear  to  be  granted  to  them  in  the  legislation 
this  committee  is  now  considering. 

It  appears  to  us  that  the  provisions  of  the  legislation  are,  in  some  areas,  so 
restrictive  of  chiropractic  services  as  to  deny  recipients  the  helpful  and  bene- 
ficial care  of  doctors  of  chiropractic.  This  is  particularly  true  of  the  voluntary 
extended  care  portion  of  the  bill.  Therein  we  note  that  chiropractic  health  care 
is  available  provided  the  doctor  of  chiropractic  is  a  member  of  the  staff  of  a 
"home  health  agency"  and  that  his  services  be  classified  "medically  necessary." 

The  fact  that  "home  health  agencies"  are  either  wholly  or  to  a  great  extent 
under  the  exclusive  control  of  the  medical  profession  tends  to  exclude  doctors 
of  chiropractic  from  membership  and/or  participation  in  the  services  performed 
by  these  agencies.  We  further  understand  that  chiropractic  care,  if  it  is  to  be 
rendered  at  all  by  these  agencies,  must  be  specified  by  a  doctor  of  medicine.  The 
history  of  this  type  of  arrangement  has  demonstrated  it  to  be  tantamount  to  an 
exclusion  of  chiropractic  services. 

We  respectfully  submit  that  the  voluntary  feature  of  the  bill  should  include 
chiropractic  health  service  as  a  matter  of  the  patient's  choice.  If  there  be  a 
stipulation  in  this  instance,  it  should  be  that  the  practitioner  has  been  properly 
examined  and  duly  licensed  in  that  State  in  which  he  practices.  Please  bear  in 
mind  that  in  this  section  the  patient  pays  part  of  the  cost  from  his  own  funds. 

Under  title  XVIII,  which  expands  those  services  now  provided  by  existing 
Kerr-Mills  statutes,  we  understand  chiropractic  health  services  are  provided  as 
an  option  to  be  accepted  or  rejected  by  a  given  State.  Here  we  submit  this  option 
tends  to  diminish  the  value  of  the  license  issued  for  the  practice  of  chiropractic 
in  the  various  States.  This  optional  inclusion  relegates  chiropractic  to  a  second- 
ary level  of  care.  It  is  our  contention  that  those  fields  of  health  care  which 
are  properly  examined  and  duly  licensed  by  the  various  States  should  participate 
under  this  section  equally  under  the  law. 

Rather  than  to  limit  inclusion  of  these  legally  recognized  and  licensed  pro- 
fessions, their  helpful  ministrations  should  be  permitted  and  encouraged. 

This  legislation  far  surpasses  any  like  social  legislation  in  the  history  of  cur 
Nation.  The  benefits  of  this  needed  legislation  have  been  withheld  from  the 
people  in  part  through  the  efforts  of  the  American  Medical  Association,  its  affili- 
ated subdivisions,  and  agencies  under  its  partial  or  direct  control.  Now,  ironi- 
cally, it  seems  that  the  opponent  of  the  legislation  has  been  given  control  of  its 
administration. 

We  most  emphatically  declare  that  this  legislation  must  be  evaluated  in  terms 
of  the  restrictions  we  have  called  to  your  attention.  It  is  the  aged  population 
of  our  Nation  for  which  this  legisltaion  is  being  considered  *  *  *  not  any  seg- 
ment of  the  health  professions.  If  this  legislation  does  not  more  adequately 
include  services  of  other  than  medical  doctors,  their  organizations,  enterprises, 
and  subsidiaries,  it  will  fall  short  of  the  noble  puri>oses  for  which  it  was 
conceived. 

The  American  Chiropractic  Association  and  its  thousands  of  members  wish  to 
devote  such  valuable  talents  as  this  profession  possesses  toward  the  betterment 
of  the  health  and  pleasures  of  our  aged  citizens.  Our  profession  can  accom- 
plish these  purposes  only  with  proper  recognition  and  fair  participation  assured 
under  law. 

We  are  about  to  enter  a  phase  of  legislation  which  will  possibly  endure  for 
the  rest  of  our  existence  as  a  nation.  This  is  the  time  and  the  piace  to  make 
those  changes  which  assure  the  right  of  citizens  to  express  tlieir  free  choice  in  the 
selection  of  their  personal  health  care.  There  is  no  greater  individual  choice 
than  that  by  which  life  itself  is  either  bettered  or  maintained. 

Thank  you. 

Senator  Anderson.  Thank  you  very  much.  We  thank  all  the  wit- 
nesses, and  we  are  very  sorry  vre  had  to  run  late.  We  will  adjourn  until 
10  o'clock  tomorrow  morning. 

(^Yliereupon,  at  12 :30  p.m.  the  committee  recessed,  to  reconvene  at 
10  a.m.,  Wednesday,  May  12, 1965.) 
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WEDNESDAY,  MAY  12,  1965 

U.S.  Senate, 
Committee  on  Finance, 

Washington^  D.C. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  2221, 
New  Senate  Office  Building,  Senator  Clinton  P.  Anderson  presiding. 

Present:  Senators  Anderson,  Long,  Talmadge,  McCarthy,  Wil- 
liams, Carlson,  and  Curtis. 

Also  present :  Senator  Cooper  of  Kentucky ;  Elizabeth  B.  Springer, 
chief  clerk. 

Senator  Anderson.  The  committee  will  be  in  order. 

It  is  my  very  great  pleasure  this  morning  to  welcome  m.y  colleague. 
Senator  Javits  to  testify.  I  have  publicly  and  privately  expressed 
my  appreciation  to  Senator  J avits  for  the  fine  study  which  he  and  his 
group  made  on  the  whole  health  care  question  and  I  personally  wel- 
come you. 

STATEMENT  OF  HON.  JACOB  K.  JAVITS,  A  U.S.  SENATOE  FEOM  THE 
STATE  OF  NEW  YORK 

Senator  Javits.  Thank  you,  Mr.  Chairman. 

May  I  express  my  thanks  to  the  committe  and  to  its  principal  ad- 
ministrative aid,  Elizabeth  Springer,  to  its  chairman.  Senator  Byrd 
and  the  present  occupant  of  the  chair.  Senator  Anderson,  and  his  col- 
leagues for  giving  me  this  opportunity  to  testify.  I  know  the  tre- 
mendous time  limitations,  and  so  without  further  ado  I  would  like  to 
proceed. 

I  am  especially  happy  that  the  chairman  today  is  my  long-time 
colleague  in  arms  in  this  struggle,  and  it  is  a  historic  moment,  Mr. 
Chairman,  because  I  am  confident  that  we  shall  have  a  medical  care 
for  the  aging  bill  in  this  session  of  the  Congress.  I  know  of  no  one 
who  has  a  right  to  be  m.ore  gratified  than  the  present  occupant  of  the 
chair.  It  really  will  be  the  crown  of  a  great  senatorial  career.  I  sin- 
cerely hope  that  the  bill  will  bear  his  name,  as  King- Anderson  has  for 
so  very  long.    It  certainly  is  well  deserved. 

For  my  own  part,  my  credentials  are  that  I  have  been  very  active 
in  this  field  since  1949  when  the  first  bill  was  introduced  in  the  House, 
in  which  I  joined  with  a  number  of  colleagues  who  since  became  very 
famous  in  my  party,  like  former  Vice  President  Nixon,  Christian  Her- 
ter,  former  Secretary  of  State,  Thruston  Morton,  who  is  now  in  the 
Senate,  and  others.  In  1960,  together  with  other  members  of  the  Re- 
publican Party,  I  sponsored  the  bill  for  medical  care  for  the  ^iging 
based  on  general-revenue  financing,  which  was  the  main  alternative  to 
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the  bill  President  Kennedy  and  the  present  occupant  of  the  chair 
advocated  in  the  Senate.  Neither  got  anywhere  until  1964  when, 
teaming  up  with  the  present  occupant  of  the  chair,  and  Senator  Gore, 
the  Senate  did  pass  a  bill,  having  very  much  the  basic  principles  of  the 
bill  which  is  before  us.  Mr.  Chairman,  I  support,  in  essence,  the  bill 
which  is  before  us,  and  my  testimony  this  morning  is  designed  to  offer 
certain  constructive  suggestions  for  amendment  which  I  think  could 
make  the  bill  even  more  useful. 

The  basic  lines  of  principle  upon  which  it  is  constructed  are  a  social- 
security-financed  hospitalization  plan,  plus  a  complementary  oppor- 
tunity for  insurance  for  full  medical  coverage.  This  was  also  the 
basic  principle  of  the  so-called  Anderson-Gore- Javits  bill.  It  is  the 
basic  principle  developed  by  the  National  Committee  on  Health  Care 
of  the  Aged,  a  very  distinguished  committee  which  reported  in  1963, 
and  which  I  had  the  honor  of  organizing.  I  ask  unanimous  consent 
to  include  the  names  of  the  members  of  that  committee  in  the  record 
and  pertinent  excerpts  from  their  report. 

Senator  Anderson.  Without  objection  that  will  be  done. 

May  I  stop  you  there  for  just  a  moment.  Senator  Javits? 

When  the  American  Medical  Association  testified  yesterday  a  state- 
ment was  made.   [Reads :] 

To  this  day  eldercare  remains  the  only  proposal  before  Congress  for  providing 
health  care  for  the  aged  that  was  drawn  up  in  consultation  with  the  medical 
profession. 

I  want  to  ask  the  distinguished  Senator  from  New  York  if  his  group 
had  the  benefit  of  any  consultation  with  the  medical  profession. 

Senator  Javits.  The  answer  is  distinctly  "Yes,"  Mr.  Chairman.  I 
would  like,  as  long  as  the  Chair  will  allow  me — I  am  so  concerned 
about  intruding  on  time — to  read  into  the  record  now  the  names  of  the 
members  of  the  committee  which  unanimously  reported  in  favor  of 
a  bill  along  the  lines  of  the  bill  that  passed  the  Senate  in  1964  and  this 
bill. 

Senator  Anderson.  Did  you  not  have  a  former  Nobel  Prize  winner  ? 
Senator  Javits.  Exactly  right.    May  I  just  read  the  names,  Mr. 
Chairman  ? 

Senator  Anderson.  Yes. 

Senator  Javits.  Arthur  Flemming,  who  was  the  chairman,  is  the 
president  of  the  University  of  Oregon  and  former  Secretary  of  Health, 
Education,  and  Welfare.  The  others  were  Russell  Nelson,  president 
of  the  Johns  Hopkins  Hospital,  an  M.D.  Dr.  James  Dixon,  also  an 
M.D.,  president  of  Antioch  College.  Dr.  Vernon  W.  Lippard,  dean 
of  the  Yale  Medical  School ;  Dr.  Dickinson  W.  Richards,  Lambert  pro- 
fessor of  medicine  emeritus,  of  Columbia  College  of  Physicians  and 
Surgeons ;  and  Dr.  Russell  Lee,  founder  of  the  Palo  Alto  Clinic. 

Now,  in  addition  to  these  very  distinguished  doctors  other  members 
of  the  committee  were  Winslow  Carlton,  the  chairman  of  Group 
Health  Insurance ;  Marion  Folsom,  former  Secretary  of  Health,  Edu- 
cation, and  Welfare,  now  treasurer  of  Eastman  Kodak ;  Aurthr  Lar- 
son, director  of  the  Law  Center  at  Duke  University ;  J ohn  C.  Leslie, 
a  leading  businessman  and  high  official  of  Pan  American  Airways. 
Plis  presence  on  the  committee  was  as  chairman  of  the  Committee  of 
the  Community  Services  Society  of  New  York ;  Thomas  M.  Tiemey,  a 
director  of  the  Colorado  Hospital  Service,  that  is  equivalent  to  Blue 
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Cross  and  Blue  Shield ;  Herbert  Yount,  who  was  former  executive  vice 
president  of  Liberty  Mutual  Insurance;  and  the  study  director  was 
Dr.  Howard  Bost  of  the  University  of  Kentucky. 

It  was,  as  is  evident  from  the  distinguished  membership,  a  very  com- 
posite panel  and  had  very  distinguished  medical  advice. 

Senator  Anderson.  I  thank  the  Senator  for  that  statement,  because 
a  member  of  my  staff  is  in  constant  touch  with  his  work.  We  had  a 
chance  at  firsthand  to  appraise  the  efforts  that  the  Senator  from  New 
York  and  his  panel  made.  It  was  a  distinguished  panel  and  I  thought 
it  was  fine,  the  studies  made  by  that  panel.  I  knew  they  consulted 
the  medical  profession  and  had  full  regard  for  the  medical  profession 
and  I  obj ected  to  the  statement  of  the  AMA. 

It  was  not  true  that  the  AMA's  plan  was  the  only  program  with 
medical  attention  and  I  thank  the  Senator  from  New  York. 

Senator  Javits.  May  I  have  unanimous  consent  to  include  the  ex- 
cerpts from  the  report  as  part  of  my  testimony  ? 

Senator  Anderson.  Without  objection  that  will  be  done. 

Thank  you. 

Senator  Javits.  Mr.  Chairman,  proceeding  further,  may  I  say  that 
it  took  this  committee  a  year  to  turn  out  its  report  but  it  was  financed 
from  private  sources. 

( The  excerpts  and  list  referred  to  follow : ) 

Proposed  Solution  :  A  Dual  Public-Peivate  Health  Insurance  Program 

The  central  purpose  of  an  American  solution  to  the  problem  of  financing  the 
health  care  of  present  and  future  generations  of  the  aged  must  be  to  encourage 
and  protect  the  independence  and  dignity  of  the  individual.  In  its  basic  approach 
to  this  problem,  our  Nation  must  aim  at  preventing  dependency  as  a  concomitant 
of  the  deterioration  of  health  in  the  declining  years  of  life. 

This  requires  a  shift  in  public  policy  from  placing  major  reliance  upon  charity 
and  welfare  assistance  measures  to  placing  emphasis  upon  the  development  with- 
in the  Nation  of  health  insurance  for  the  aged.  Public  assistance  programs  pre- 
sent the  prospect  of  great  increases  in  requirements  for  public  funds  without  ac- 
complishing the  objective  of  preserving  the  independence  of  elderly  people  or  of 
reducing  the  economic  hazard  of  illness  as  a  threat  to  their  independence.  By 
their  nature,  such  programs,  including  the  Kerr-Mills  program,  deal  with  de- 
pendency after  it  occurs ;  health  insurance,  by  reducing  the  cost  which  must  be 
met  at  the  time  of  illness  to  a  level  that  is  manageable,  can  prevent  dependency 
and  encourage  self-reliance. 

Clearly,  the  solution  required  in  America  today  and  for  the  future  lies  in  actions 
which  will  achieve  the  health  insurance  coverage  called  for  by  the  risk  of  illness 
in  old  age. 

To  accomplish  the  necessary  development  of  health  insurance  for  the  aged, 
the  committee  proposes  a  dual  public-private  program,  consisting  of  separate 
and  distinct  plans  in  the  respective  sectors  of  the  economy.  These  plans  are 
equally  essential  and  should  be  complementary.  Together  they  should  provide 
balanced  and  effective  basic  protection  covering  roughly  two-thirds  of  the  aggre- 
gate health  care  costs  incurred  by  the  aged,  leaving  the  remaining  costs  to  be  met 
by  the  individual  on  an  out-of-pocket  basis  or  through  supplementary  private 
insurance. 

The  public  plan,  in  the  committee's  view,  should  utilize  the  principle  of  con- 
tributory social  insurance  to  cover  all  persons  65  years  of  age  and  over,  with 
payments  collected  during  the  working  years  of  all  employed  and  self-employed 
persons.  The  most  appropriate  area  of  protection  to  be  provided  by  the  public 
plan  is  institutional  care,  which  is  the  most  frequent  cause  of  financial  shock  loss 
to  the  aged.  The  extent  of  this  protection  under  the  proposed  plan  would  repre- 
sent approximately  one-third  of  the  aggregate  health  care  costs  of  the  aged. 

Another  third  of  these  costs,  the  Committee  believes,  should  be  the  subject  of 
special  private  insurance  covering  the  largest  noninstitutional  costs  that  occur 
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most  frequently  among  the  aged.  Special  efforts  are  called  for  in  order  to  bring 
the  cost  of  such  basic,  complementary  private  coverage  within  reach  of  most  of 
the  aged,  to  whom  the  most  economical  and  efficient  forms  of  insurance  are  not 
ordinarily  available.  The  Committee  sees  a  need  for  congressional  action  to 
permit  insurance  organizations  to  join  together  in  concerted  efforts  to  provide 
low-cost  protection  on  a  mass-enrollment  basis. 

These  components  of  the  proposed  dual  program  for  the  aged  are  both  mutually 
reinforcing  and  mutually  dependent.  The  Committee  urges  that  one  aspect  not 
be  considered  out  of  the  context  of  the  other ;  rather,  they  should  be  considered 
together.  To  this  end,  the  Committee  recommends  the  establishment  of  a  Na- 
tional Council  on  Health  Care  of  the  Aged,  which  would  keep  both  the  public 
and  private  components  of  the  program  under  continuing  review. 

Under  the  proposed  program,  the  health  services  that  are  to  be  financed  will  be 
obtained  and  rendered  within  the  American  system  of  medical  care,  the  same  sys- 
tem which  serves  the  general  population  of  the  Nation.  The  financing  of  health 
care  costs  by  the  program  will  be  supportive  of  the  patient-physician  relationship 
requisite  for  good  medical  care.  The  program  will  strengthen  the  economic  base 
supporting  the  operation  and  improvement  of  the  health  care  establishment 
throughout  the  Nation,  helping  to  stimulate  expansion  of  needed  health  care 
resources  to  serve  all  groups. 

To  provide  guidelines  for  developing  health  insurance  for  the  aged  under  broad 
national  policy,  the  Committee  has  formulated  a  number  of  principles.  These  are 
set  forth  below  and  are  discussed  in  the  sections  of  the  report  which  follow.  We 
believe  that  through  combined  public  and  private  action  embodying  these  prin- 
ciples, a  solution  to  the  problem  of  financing  the  health  care  of  the  aged  will  be 
attainable  in  a  way  that  is  compatible  with,  and  in  fact  will  strengthen  and 
reinforce  American  traditions  and  values. 

GUIDING  PRINCIPLES  FOR  PUBLIC  INSURANCE 

(1)  A  long-range  public  plan  should  be  established,  based  on  the  principle  of 
contributory  insurance  and  calling  for  all  employed  and  self-employed  persons 
to  participate  during  their  working  years,  so  that  upon  reaching  age  65  all  will 
have  the  protection  provided  under  the  plan  without  further  payment. 

(2)  The  long-range  public  plan  should  be  self -financed  by  a  separately  desig- 
nated payroll  tax,  collected  as  a  part  of  the  social  security  tax  and  equally  shared 
by  employees  and  their  employers  (or  paid  by  the  self-employed),  with  the 
benefit  level  under  the  plan  tied  to  the  proceeds  from  this  source.  Contributions 
should  be  placed  in  a  special  trust  fund  committed  to  provide  stipulated  benefits 
after  age  65  to  those  under  the  plan. 

(3)  The  extent  of  health  insurance  protection  provided  by  the  public  plan 
should  be  designed  to  offset  substantially  the  abnormal  burden  resulting  from 
greater  use  and  higher  cost  of  health  services  required  in  old  age,  so  as  to  give 
the  aged  a  fair  chance  of  maintaining  their  independence  and  providing  for 
themselves. 

(4)  The  public  plan  should  be  designed  to  encourage  and  facilitate  coverage 
of  the  aged  under  private  health  insurance  for  additional  protection.  It  is  essen- 
tial that  health  insurance  coverage  provided  under  the  public  and  private  plans 
be  complementary  and  that  the  roles  of  the  public  and  private  sectors  in  providing 
protection  be  mutually  reinforcing. 

(5)  The  benefit  structure  of  the  public  insurance  plan  should  be  focused  upon 
health  services,  the  cost  of  which  tends  to  have  the  greatest  and  sharpest  impact, 
rather  than  upon  services  involving  routine  costs  or  costs  which  tend  to  fall  in  a 
less  concentrated  fashion. 

(6)  The  public  insurance  plan  for  the  aged  should  fit  into  the  current  system 
of  health  facilities  and  medical  care  in  the  Nation,  with  maximum  free  choice 
among  providers  of  services,  and  it  should  contribute  to  the  improvement  and 
expansion  of  needed  health  resources  in  the  communities  of  the  Nation. 

(7)  A  fundamental  long-range  objective  of  the  public  insurance  plan  for  the 
aged  should  be  progressive  improvement  in  the  quality  of  the  services  financed 
through  the  plan. 

(8)  Responsibility  for  the  administration  of  the  public  insurance  plan  for 
the  aged  should  be  assigned  to  the  Secretary  of  Health,  Education,  and  Welfare, 
with  the  assistance  of  an  Advisory  Council  on  Health  Insurance  for  the  Aged. 
In  administering  the  plan,  the  Secretary  should  be  authorized  to  contract  for 
services  of  voluntary  organizations  and  required  to  invite  proposals  from  such 
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organizations  for  consideration.  Direct  administration  of  benefits  should  be 
undertaken  by  the  Federal  agency  only  if  proposals  from  voluntary  agencies  are 
not  adequate. 

GUIDING  PRINCIPLES   OF  COMPLEMENTARY  PRIVATE  INSURANCE 

(1)  As  a  corollary  action  to  the  establishment  in  the  public  sector  of  a  plan 
for  the  aged  limited  to  basic  institutional  services,  national  policy  should  assign 
to  private  insurance  the  complementary  role  of  establishing  protection  to  cover 
other  health  care  requirements  of  aged  persons. 

(2)  Private  health  insurance  should  concentrate  primarily  on  covering  the 
major  clusters  of  expense  for  physician  care  and  other  noninstitutional  services, 
so  that,  together  with  the  institutional  care  covered  by  the  public  plan,  the  aged 
will  have  a  well-balanced  package  of  basic  protection. 

(3)  Basic  complementary  protection  under  private  insurance  should  be  made 
available  to  all  persons  in  the  aged  population  without  disqualifications,  reduc- 
tions in  benefits,  or  increases  in  premiums  because  of  advanced  age  or  condition 
of  health. 

(4)  Private  insurance  organizations  should  devote  intensive  efforts  to  extend- 
ing basic  complementary  protection  to  the  aged  population,  with  concentration 
on  developing  marketing  methods  designed  to  produce  high-volume,  low-cost 
mass  coverage. 

(5)  Congress  should  take  action  which  would  make  it  possible  for  insurance 
companies  and  nonprofit  health  plans  to  join  in  concerted  nationwide  efforts 
to  extend  to  the  aged  population  basic  protection,  complementary  to  that  estab- 
lished under  the  public  insurance  plan  for  the  aged. 

(6)  To  increase  the  proportion  of  the  aged  covered  in  the  future  under  com- 
plementary protection,  private  insurance  organizations  should  develop  methods 
for  prepaying  during  the  years  of  active  employment  the  cost  of  health  insurance 
in  old  age.  Employed  groups  also  should  be  encouraged  to  continue  retirees 
under  group  insurance  plans. 

NATIONAL  ADVISORY  COUNCIL 

A  National  Advisory  Council  on  Health  Insurance  for  the  Aged  should  be 
created  and  charged  with  advising  the  Secretary  in  administering  the  public 
insurance  plan  for  the  aged  and  with  making  periodic  reports  to  the  Congress 
through  the  President  on  the  status,  in  both  the  private  and  public  sectors,  of 
implementation  of  national  policy  for  health  care  of  the  aged. 

Senator  Ja^tts.  Xovt,  the  main  part  of  my  statement  is  as  follows, 
Mr.  Chairman. 

These  hearings  constitute  a  significant — perhaps  even  a  historic — 
milestone  in  the  provision  of  health  care  in  the  United  States,  and  I 
am  ver\^  pleased  to  have  the  opportunity  to  testify. 

Since  1960,  as  I  said,  I  have  been  working  to  establish  a  system  of 
health  care  for  the  aged — and  I  have  already  recounted  my  connec- 
tion with  the  establishinent  of  this  commitee,  and  its  report. 

I  would  like  to  also  advert  to  the  fact  that  this  report,  when  com- 
pleted, and  I  have  it  here,  and  I  will  include  excerpts,  was  presented 
to  former  President  Kennedy  at  the  AYliite  House  in  November  1963, 
and  at  that  time,  the  statement  which  he  issued,  was,  in  part,  and  I 
quote,  ''The  report  would  be  extremely  helpful  in  our  effort  to  obtain 
action  in  the  Congress  on  this  vital  matter."' 

The  main  feature  of  this  report  was  a  -plan  for  supplementary  in- 
surance covering  those  surgical  and  medical  bills  which  were  not  in- 
cluded in  the  original  hospitalization-through-social-security  financing 
plan  ( King- Anderson ) .  I  believe  this  report  served  to  call  public 
attention  to  the  inadequacies  of  the  administration  proposal — as  it  was 
standing  alone — which  at  that  time  covered  only  hospital  and  limited 
home  health  services — an  estimated  30  percent  of  health  care  services 
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required  by  the  aged — but  made  no  provision  for  insurance  against 
medical  bills. 

The  committee  proposed  that  this  latter  feature  be  added  in  the  form 
of  a  voluntary,  supplementary  insurance  policy  offered  by  existing 
carriers  v^^hich  would  be  contributory  in  form,  would  be  offered  on  a 
nonprofit  basis  to  every  American  over  65  and  could  be  obtained  for 
an  estimated  $2  per  person  per  week.  The  Senate  bill  was  passed  on 
September  2,  1964,  by  a  vote  of  49  to  44,  but  the  House  of  Representa- 
tives failed  to  act  on  it. 

This  year,  essentially  the  same  proposal — except  that  the  sources  of 
payment  of  the  supplementary  insurance  premium,  that  is  now  a  Fed- 
eral contribution  of  $3 — was  made  part  of  the  bill  which  was  reported 
by  the  House  Ways  and  Means  Committee,  by  our  distinguished  col- 
league, Congressman  Mills,  and  which  you  have  before  you  today.  I 
support  this  bill,  in  substance,  and  particularly  urge  j^our  favorable 
consideration  of  the  supplementary  feature  which  makes  comprehen- 
sive health  coverage  possible  for  those  over  65. 

May  I  interject  there,  Mr.  Chairman,  and  still  within  my  time,  that 
I  am  deeply  disappointed  with  the  insurance  companies  of  the  United 
States  for  not  having  come  forward  to  take  up  the  option  which  the 
Senate  ex^tended  to  them  when  it  passed  this  bill  and  for  not  being 
before  this  committee  today  testifv^mg  to  a  plan  which  it  will  sponsor 
as  part  of  this  comprehensive  health  care  proposal  which  is  before  the 
committee,  and  I  think  that  the  insurance  companies  really  should  give 
very  earnest  thought  to  this  proposal  before  they  let  this  go  as  it  is, 
with  the  United  States  as  the  insurer. 

Inevitably  it  will  represent  a  difference,  in  their  opportunity  for 
business,  which  I  think  is  unwise  in  terms  of  the  private  enterprise 
system  and  I  would  still  urge  them  at  this  late  date  to  take  counsel 
with  each  other  in  terms  of  making  themselves  the  insurers,  and  giving 
the  American  people  the  benefit,  which  Senator  Anderson  and  I  have 
always  tried  to  get  for  them,  of  a  complete  private  enterprise  han- 
dling of  the  supplementary  part  of  this  effort  rather  than  letting  the 
Government  be  the  insurer. 

I  realize  that  many  will  argue  that  it  is  nothing  but  a  technical 
status  for  the  Government,  that  the  Government  will  then  contract, 
as  it  does  in  health  coverage  for  Government  employees,  with  car- 
riers of  various  kinds  including  Blue  Cross,  Blue  Shield,  GHI,  and 
others  but  it  is  not  the  same  thing  as  having  the  insurance  companies 
take  the  basic  responsibility. 

I  am  very  disappointed  they  haven't  done  so.  I  expressed  that  on 
the  record  and  I  still  express  the  hope  that  they  will  realize  what  this 
means  not  only  to  their  business,  but  to  the  private  enterprise  system 
generally  and  will  yet  come  up  with  a  plan  in  which  they  can  take 
over  the  basic  insurance  themselves,  even  though  the  Government 
makes  the  contribution. 

There  is  no  reason  why  they  should  not  be  the  fundamental  insurers. 

^Ir.  Chairman,  I  then  contmue. 

There  are,  however,  three  areas  in  which  I  believe  the  bill  needs  to  be 
amended,  and  I  would  like,  briefly  to  bring  them  to  the  attention  of  the 
committee : 

1.  The  Anderson-Gore- Javits  bill  had  a  provision  under  which  the 
supplementary  insurance  coverage  would  include  prescription  drugs 
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and  I  call  the  attention  of  the  committee  to  that  section  of  our  bill, 
S.  849,  as  it  was  introduced  which  was  contained  at  section  101  of  that 
bill,  on  page  10,  lines  1  to  10,  which  contained  a  comprehensive  defi- 
nition of  drugs  which  would  be  covered,  and  I  ask  unanimous  consent 
to  include  that  definition  as  part  of  the  record. 

Senator  Anderson.  Without  objection,  that  will  be  done. 

(The  definition  referred  to  follows :) 

Defixitiox  of  "Deugs  and  Biologicals" 

The  term  "drugs"  and  the  term  "biologicals",  except  for  purposes  of  subsection 
(c)  (5)  of  this  section,  include  only  such  drugs  and  biologicals,  respectively,  as 
are  included  in  the  "U.S.  Pharmacopoeia,"  "National  Formulary,"  "New  and 
Non-Official  Drugs,"  or  "Accepted  Dental  Remedies,"  or  are  approved  by  the 
pharmacy  and  drug  therapeutics  committee  (or  the  equivalent  committee)  of  the 
medical  staff  of  the  hospital  furnishing  such  drugs  or  biologicals  (or  of  the 
hospital  with  which  the  skilled  nursing  facility  furnishing  such  drugs  or  bio- 
logicals is  affiliated  or  is  under  common  control) . 

Senator  Javits.  This  proposal,  Mr.  Chairman,  was  part  of  the  re- 
port of  the  National  Committee  on  Health  Care  for  the  Aged  to  which 
I  have  already  referred  and  that  report  contemplated  an  insurance 
policy  dealing  not  only  with  medical  and  surgical  bills  but  also  with 
certain  other  health  care  expenses  of  which  the  cost  of  drugs  was  a 
foremost  item. 

It  has  been  estimated  that  25  percent  of  the  per  capita  health  ex- 
penditure of  aged  persons  is  for  drugs.  On  the  average  they  spend 
more  than  twice  as  much  for  medicines  as  does  the  whole  population. 
JsTineteen  States,  including  my  own  State  of  New  York,  include  the 
cost  of  drugs  as  a  covered  expense  in  the  Kerr-Mills  program. 

Now,  the  actuary's  office  in  the  Social  Security  Administration  when 
asked  what  this  would  cost,  that  is,  the  inclusion  of  dmgs,  gave  us  an 
estimate  that  it  would  increase  the  cost  of  the  supplementary  policy  in 
the  pending  bill  by  approximately  $1.50  a  month — half  of  which  would 
be  paid  by  the  beneficial  and  the  other  half  by  the  Government. 

Tliis  appears  to  me  to  be  a  modest  price  for  insurance  against  what 
is  often  a  most  burdensome  expense,  particularly  in  light  of  the  fact 
that  the  cost  to  the  subscriber  will  be  more  than  covered  by  the  con- 
tem-plated  7  percent  social  security  benefit  increase  which  will  provide 
a  minium  benefit  increase  of  $4  a  month. 

The  supplementary  policy  as  contained  in  the  House  bill  now  would 
cost  the  beneficiary  $3  a  month  and  the  addition  of  another  75  cents 
for  drugs  insurance  would  still  be  covered  for  many  by  even  the  mini- 
mum increase  in  his  social  security  benefit. 

I  believe  most  older  Americans  would  welcome  the  chance  to  pur- 
chase such  coverage;  with  adequate  control  by  the  Secretary  to  pre- 
clude cost  increases,  this  program  could  not  only  provide  for  coverage 
but  in  some  instances  where  drug  costs  are  a  significant  factor  in  treat- 
ment would  I  am  sure  make  the  difference  between  home  treatment 
and  expensive  hospitalization,  and  it  will  be  remembered.  Mr.  Chair- 
m.an,  that  in  the  report  which  I  filed  with  the  Senate  of  a  famous  sem- 
inar at  the  College  of  Physicians  and  Surgeons  on  Health  Care  for  the 
Aging,  the  main  thrust  of  the  recommendations  of  distinguished  au- 
thorities in  the  geriatrics  field  was — 

Keep  them  on  their  feet ;  keep  them  ambulatory  and  that  is  the  most  economical 
and  most  constructive  way  to  deal  with  people  over  65. 
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While  medicine  is  a  ver}^,  very  important  contribution  to  keeping  the 
patient  ambulatory  just  as  medical  care  is,  one  of  the  big  defects  of 
the  original  administration  bill  was  that  in  order  to  get  drugs  you  had 
to  go  into  the  hospital. 

Now,  with  this  bill  which  the  committee  has  before  it,  which  contains 
the  supplementary  coverage,  the  older  person  is  just  as  well  off  going  to 
a  doctor.  His  drug  expenses  are  covered  just  the  same,  and  that  is  very 
advantageous,  and  I  point  out  that  these  relate  to  prescription  drugs 
with  a  very  specific  definition  which  was  contained  in  the  bill  that 
formerly  passed  the  Senate. 

The  second  point,  Mr.  Chairman,  is  that  I  would  like  to  give  my  sup- 
port to  the  amendment  proposed  by  Senator  Douglas  to  implement  the 
services  of  radiologists  and  anesthesiologists,  pathologists  and  other 
related  specialists  into  the  fundamental  hospitalization  aspect  of  the 
bill  as  advocated  by  Senator  Douglas,  of  Illinois,  who  is  sponsoring 
that  amendment. 

The  third  pont  relates  to  the  improvement  in  the  Kerr-Mills  program 
which  sets  a  deadline  of  July  1,  1970,  after  which  all  non-Federal 
money  used  for  medical  assistance  to  the  indigent  must  come  from 
State  sources  as  distingiushed  from  subdivisions,  political  subdivisions 
of  each  State. 

In  New  York,  as  in  a  number  of  other  States  which  have  acted  under 
the  Kerr-Mills  program,  the  non-Federal  share  has  been  divided  be- 
between  the  States  and  local  welfare  boards.  This  is  a  pattern  common 
to  many  matching  programs  and  I  believe  it  is  an  equitable  formula. 

At  the  very  least  each  State  shall  be  allowed  to  determine  how  its 
non-Federal  share  is  raised,  whether  entirely  from  the  State  treasury, 
entirely  from  local  sources,  or,  as  in  New  York,  from  contributions  of 
both. 

Mr.  Chairman,  as  to  items  1  and  3  in  my  presentation,  I  will  submit 
to  the  committee  the  text  of  amendments  which  I  recommend. 

Now,  the  only  other  point  I  would  like  to  raise  is  that  the  Public 
Health  Association  has  approached  me,  as  it  has  approached  other 
members,  with  various  recommendations  which  ought  to  go  into  this 
bill. 

I  believe  that  most  of  the  things  that  they  legitimately  would  w^ant 
have  been  taken  care  of,  to  wit,  the  matter  of  the  specialists  like  radi- 
ologists, which  is  covered  by  Senator  Douglas'  amendments  and  this 
will  be  voted  up  or  down  by  the  committee.  Their  other  suggestion 
is  that  local  health  departments  as  well  as  local  welfare  agencies  should 
have  the  opportunity  to  administer  this  bill,  depending  upon  the  views 
of  each  State,  and  we  have  checked  the  bill  carefully,  and  that  appears 
to  be  in  the  bill. 

We  have  a  feeling  that  the  Public  Health  Association  may  want  to 
make  it  mandatory  for  State  and  local  health  agencies  to  handle  this. 
I  can't  go  along  with  that.  I  think  the  option  is  the  right  way  to  do  it 
and  that  is  apparently  now  contained  in  the  bill. 

They  also  asked  some  guarantee  that  charges  made  to  patients  for 
services  rendered  by  doctors  will  be  only  those  that  are  paid  from  the 
funds  generated  by  this  bill,  and  I  will  look  into  that  carefully  and 
if  I  think  it  rates  an  amendment  I  will  submit  one  to  the  committee. 

Finally,  Mr.  Chairman,  I  ask  unamimous  consent  that  at  a  later 
date  I  may  file  a  statement  with  the  committee  and  the  text  of  any 
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amendments  which  I  believe  ought  to  be  proposed  to  the  social  security 
aspects  of  this  bill  as  distinguished  from  that  part  which  deals  with 
medical  care  for  the  aging. 

Senator  Anderson.  Without  objection  that  will  be  done. 

Senator  Williams,  do  you  have  any  questions  ? 

Senator  Williams.  No  questions,  except  to  say,  Senator  Javits,  that 
we  are  delighted  to  have  you  here  this  morning  and  testify  on  this 
bill.  The  point  that  you  raised  about  the  bill  allowing  the  States  the 
choice  as  to  whether  the  Public  Welfare  or  the  Public  Health  Service 
shall  handle  this  program  is  well  taken.  The  objections  we  have  had 
raised  before  this  committee  are  that  the  bill  does  not  spell  out  this 
authority  quite  clearly  enough. 

I  think  it  was  intended  that  the  States  have  this  choice,  and  I  agree 
with  you  that  they  should  have  the  choice. 

However,  we  have  had  several  representatives  from  both  welfare 
agencies  and  the  other  departments,  too,  raising  a  question  as  to 
whether  the  langTiage  is  clear  in  the  bill. 

Senator  Javits.  Well,  Mr.  Chairman,  if  I  may  have  permission 
to  do  so,  and  I  have  given  the  Senate  some  legal  ser^dces  before,  I  will 
look  it  over  very  carefully,  and  if  in  my  judgment  as  a  lawyer,  it  can 
be  tightened  up,  I  will  take  the  privilege,  if  the  Chair  will  allow  me  to 
submit  an  amendment. 

Senator  Anderson.  Surely. 

As  I  understand  it^  Mr.  Mills  made  a  statement  or  the  committee 
report  made  a  statement  that  certain  things  were  done.  Then  people 
examining  the  bill  found  another  section  of  the  bill  that  seemed  to 
direct  something  else.  One  of  the  great  problems  where  you  are 
drafting  legislation  is  that  you  can't  plug  all  loopholes  at  the  same 
time  and  that  is  the  main  question,  we  find  in  the  testimony  here  before 
us  people  thought  it  did  certain  things,  found  it  did  not,  thought  it 
ought  to  be  resolved. 

And  I  appreciate  the  offer  of  the  Senator  from  JSTew  York  to  look 
at  it. 

Senator  Javits.  I  am  sure  you  have  other  lawyers  doing  the  same 
thing  but  if  I  can  be  of  any  help  I  will  help. 
Senator  Anderson.  Senator  Carlson  ? 

Senator  Carlson.  Only  this.  I  appreciate  the  Senators  appear- 
ance before  this  committee.  He  has  not  only  been  dedicated  to  this 
type  of  program  for  years,  he  has  been  diligent  in  tiying  to  secure 
approval  and  he  has  made  some  suggestions  this  morning  that  will  be 
very  helpful  to  the  committee. 

I  appreciate  very  much  your  appearance. 

Senator  Javits.  Thank  you  so  much. 

Senator  Anderson.  Thank  you  very  much,  Senator  Javits. 
We  are  happy  to  have  you  here. 
Dr.  Stokes? 

STATEMENT  OP  DE.  J.  BUROUGHS  STOKES,  MANAGEE,  WASHING- 
TON,  D.C.,  OmCE,  CHEISTIAN  SCIENCE  COMMITTEE  ON  PUBLICA- 
TION  OP  THE  EIEST  CHUECH  OF  CHEIST,  SCIENTIST 

Dr.  Stokes.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  J.  Buroughs  Stokes.    I  am  a  manager  of  the  Washington,  D.C., 
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office,  Christian  Science  Committee  on  Publication  of  the  First  Church 
of  Christ,  Scientist,  in  Boston,  Mass.  The  Christian  Science  board 
of  directors,  the  administrative  head  of  the  Christian  Science  denomi- 
nation, has  authorized  my  appearance  before  you. 

H.R.  6675,  the  Social  Security  Amendments  of  1965,  as  passed  by 
the  House  of  Representatives,  defines  the  term  "hospital"  to  include 
Christian  Science  sanatoriums  (sec.  1861(e),  p.  67,  lines  9-18),  thus 
offering  a  type  of  benefits  which  Christian  Scientists  could  accept,  and 
with  which  we  strongly  support,  in  lieu  of  the  inpatient  hospital  bene- 
fits available  to  other  citizens. 

However,  we  believe  the  House  inadvertently  overlooked  including 
similar  provision  with  respect  to  Christian  Science  nursing  homes 
and  Christian  Science  visiting  nurse  services,  and,  accordingly,  we 
respectfully  submit  for  j^our  consideration  the  following  two  techni- 
cal amendments  designed  to  correct  this  apparent  oversight: 

Re  nursing  homes,  page  74,  line  3,  add  the  following : 

The  term  "extended  care  facility"  also  includes  an  institution  (or  a  distinct 
part  of  an  institution)  which  is  operated,  or  listed  and  certified,  as  a  Christian 
Science  nursing  home  by  the  First  Church  of  Christ,  Scientist,  in  Boston,  Massa- 
chusetts, but  only  with  respect  to  items  and  services  ordinarily  furnished  by  such 
institution  to  inpatients,  and  payment  may  be  made  with  respect  to  services  pro- 
vided by  or  in  such  an  institution  only  to  the  extent  and  under  such  conditions, 
limitations,  and  requirements  (in  addition  to  or  in  lieu  of  the  conditions,  limi- 
tations, and  requirements  otherwise  applicable)  as  may  be  provided  in 
regulations. 

Re  visiting  nurse  services,  page  81,  line  3,  add  the  following : 

The  term  "home  health  agency"  also  includes  a  Christian  Science  visiting 
nurse  service  operated,  or  listed  and  certified,  by  the  First  Church  of  Christ, 
Scientist,  in  Boston,  Massachusetts,  but  only  with  respect  to  items  and  services 
ordinarily  furnished  by  such  service  to  individuals,  and  payment  may  be  made 
with  respect  to  services  provided  by  such  service  only  to  the  extent  and  under 
such  conditions,  limitations,  and  requirements  (in  addition  to  or  in  lieu  of  the 
conditions,  limitations,  and  requirements  otherwise  applicable)  as  may  be  pro- 
vided in  regulations. 

TV^iile  these  amendments  are  of  a  minor  nature  when  viewed  in  the 
context  of  the  entire  bill,  they  are  of  major  importance  to  Christian 
Scientists  throughout  the  country.  Inclusion  of  these  amendments 
within  the  present  bill  would  be  consistent  with  recognition  already 
afforded  us  under  other  Federal  laws  such  as  the  Federal  Employees 
Health  Benefits  Act,  and  so  forth. 

Your  courtesy  in  according  us  the  privilege  of  making  this  presen- 
tation is  appreciated. 

Senator  Anderson.  Dr.  Stokes,  so  that  we  might  have  some  back- 
ground to  know  what  we  are  dealing  with  in  the  way  of  a  problem, 
how  many  persons  are  there  in  Christian  Scientists  nursing  homes 
now? 

Dr.  Stokes.  I  don't  have  that  figure. 

Senator  Anderson.  Will  you  supply  us  with  the  figure  of  how  many 
are  in  Christian  Scientists  nursing  homes,  how  many  are  aged,  about 
how  long  they  stay  in  these  homes,  what  is  generally  wrong  with  them, 
what  treatments  they  receive,  and  how  many  are  discharged  from 
those  institutions  as  a  result  of  the  treatment  received. 

Will  you  give  us  some  background  on  that  ? 

Dr.  Stokes.  I  will  try  to  do  that.  As  I  have  testified  on  this  sub- 
ject four  times  before  I  didn't  wish  to  take  the  time  of  the  committee 
to  give  you  more  today. 
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Senator  Axdersox.  I  appreciate  that.    It  just  so  happens  I  don't 
have  any  idea  how  man}'  Christian  Scientist  nursing  homes  there  are. 
Dr.  Stokes.  Yes,  sir. 

Senator  Anderson.  I  would  like  to  know  it.  I  would  like  to  know 
whether  the  Christian  Scientist  nursing  homes  would  involve  any 
religious  counseling. 

Dr.  Stokes.  Yes,  sir. 

Senator  Anderson.  As  I  understand  it  the  Christian  Scientist  nurs- 
ing homes  have  a  lot  of  aged  persons.  We  would  like  to  know  later 
on  wliat  services  the  sanatoriums  offer  which  are  now  provided  in 
nursing  home  care  and  if  you  can  furnish  that  information  we  can 
make  an  intelligent  appraisal  of  your  request. 

Dr.  Stokes.  Yes,  sir. 

( The  information  referred  to  follows : ) 

Christian  Science  Committee  on  Publication, 
OF  the  First  Church  of  Christ,  Scientist,  in  Boston,  Mass., 

Washington,  D.C.,  May  18, 1965. 

Re  H.R.  6675,  Social  Security  Amendments  of  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Committee  on  Finance, 

U.S.  Senate, 

Washington,  D.C. 

Dear  Senator  Byrd:  In  accordance  with  the  request  of  the  Senate  Finance 
Committe  on  May  12,  1965,  when  I  testified  on  H.R.  6675,  the  following  informa- 
tion relative  to  Christian  Science  sanatoriums,  nursing  homes,  and  nursing 
services  is  respectfully  submitted. 

It  is  necessary  in  order  for  you  to  evaluate  properly  this  material  to  explain 
briefly  that  Christian  Science  is  a  religion  based  on  the  words  and  works  of 
Christ  Jesus.  It  relies  solely  on  spiritual  means  for  healing  as  did  the  Master. 
This  healing  is  the  result  of  prayer ;  it  never  has  included,  or  does  include, 
medication  or  surgery.  Healing  by  prayer  as  understood  and  practiced  in 
Christian  Science  has  been  tested  before  the  public  for  nearly  100  years.  During 
that  time  a  great  body  of  evidence  as  to  its  eflScacy  in  healing  every  sort  of 
disease  has  been  established,  including  numerous  healings  of  organic  as  well 
as  functional  disease,  of  malignancies,  pronounced  fatal  by  competent  medical 
authorities,  as  well  as  of  obviously  neurasthenic  disorders.  Many  of  the  cases 
have  long  medical  histories  behind  them  ;  in  many  instances  the  expert  diagnoses 
made  before  the  patient  turned  to  Christian  Science  for  healing  have  been 
supported  by  X-ray  examinations,  microscopic  tests,  and  so  forth.  In  a  number 
of  cases  the  healings  have  been  instantaneous,  or  so  rapid  as  to  rule  out  any 
theory  of  the  "natural  recuperative  powers  of  the  human  organism."  Not 
infrequently,  doctors  who  have  observed  these  healings  have  stated  frankly 
that  only  God  could  have  wrought  them. 

As  a  healing  system.  Christian  Science  is  the  antipode  of  the  medical.  In 
fact,  there  is  no  way  to  equate  the  two.  The  only  thing  they  have  in  common 
is  their  healing  abjective.  To  heal  by  spiritual  means,  one  must  look  away  from 
the  body  to  God — divine  truth  and  love — the  source  of  man's  health  and  true 
being.  Spiritual  healing  therefore  does  not  require  medical  examinations  and 
diagnoses,  nor  are  any  records  kept  by  a  Christian  Science  practitioner,  patient 
or  sanatorium  as  to  the  patient's  physical  condition,  as  would  be  done  under  a 
medical  system. 

Although  Christian  Scientists  do  not  use  medical  methods,  they  do  not  ignore 
or  neglect  human  ailments,  diseases  or  injuries.  On  the  contrary,  healing  the 
sick  and  maintaining  physical  health  through  spiritual  means  is  for  them  a 
matter  of  religious  conviction  and  practice.  In  fact,  the  Christian  Science 
Cliurch  accredits  a  list  of  Christian  Science  practitioners  and  nurses  and  certifies 
Christian  Science  sanatoriimis,  etc.,  to  which  individuals  confronted  with  sick- 
ness and  disability  may  turn  for  treatment  and  care,  much  as  the  non-Christian 
Scientist  would  employ  the  services  of  medical  doctors,  nurses,  and  hospitals 
under  similar  circumstances. 

Most  healings  in  Christian  Science  are  quickly  accomplished  by  a  Christian 
Science  practitioner  in  his  oflice  or  during  a  home  call.    Unlike  those  under 
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medicine,  a  Christian  Scientist  does  not  go  on  the  slightest  provocation  to  a 
sanatorium  for  treatment,  but  only  in  cases  of  acute  need  where  24-hour  nursing 
care  and  attention  are  required.  This  is  well  illustrated  by  the  facts  revealed  in 
the  enclosed  table  (see  enclosure  A).  For  the  countless  thousands  who  rely 
upon  Christian  Science  for  health  care  there  were,  as  of  May  14,  1965,  on  actual 
tabulation,  only  250  patients  in  our  sanatoriums  throughout  the  United  States. 
Again,  as  you  may  note  from  enclosure  A,  there  are  only  17  sanatoriums  in  this 
country,  2  maintained  by  the  church  and  the  others  privately  run,  after  meet- 
ing accreditation  requirements  of  the  Committee  on  Care  for  Christian  Scien- 
tists of  the  First  Church  of  Christ,  Scientist,  in  Boston,  Mass. 

Like  all  other  religious  organizations,  we  are  deeply  concerned  over  the  prob- 
lem of  health  care  for  the  aged,  and  want  to  do  all  we  possibly  can  to  assist  in 
a  program  such  as  outlined  in  H.R.  6675.  In  this  we  have  set  up  the  Com- 
mittee on  Care  for  Christian  Scientists,  and  have  established  standards  for — 

Christian  Science  sanatoriums  (see  enclosure  B), 

Christian  Science  nursing  homes  (see  enclosure  C) , 

Christian  Sicence  rest  homes  ( see  enclosure  D ) , 

Christian  Science  visiting  nurse  services  (see  enclosure  E) , 
all  of  which  are  required  to  comply  with  State  fire,  safety,  and  sanitary 
regulations. 

The  questions  given  to  us  by  your  committee  on  May  12  are  answered  herewith 
as  honestly  and  as  fully  as  possible. 

1.  Christian  Science  sanatoriums. — There  are  seventeen  Christian  Science 
sanatoriums  in  the  United  States  certified  by  the  First  Ohurch  of  Christ,  Scien- 
tist, in  Boston,  Mass.  Until  recently,  these  institutions  have  been  available  for 
Christian  Scientists  with  all  types  of  illnesses,  major  or  minor,  with  the  excep- 
tion of  contagious  and  maternity  cases.  Under  the  Committee  on  Care  for 
Christian  Scientists,  which  was  organized  in  July  1964,  however,  sanatoriums 
will  henceforth  be  designated  only  for  the  care  of  patients  who  would  be  confined 
in  a  hospital  if  they  were  not  relying  entirely  on  Christian  Science  for  healing. 

To  gain  admission  to  a  sanatorium,  an  individual  must  be  receiving  treatment 
from  a  Christian  Science  practitioner  listed  in  the  Christian  Science  Journal, 
the  ofiicial  organ  of  our  church,  and  must  be,  in  the  opinion  of  the  practitioner, 
unable  to  take  physical  care  of  himself  as  a  result  of  an  acute  condition  and  in 
need  of  intensive  Christian  Science  nursing  care  in  conjunction  with  daily 
Christian  Science  treatment.  Admission  is  certified  only  after — 

1.  Personal  application  by  the  patient. 

2.  Verification  of  need  for  Christian  Science  sanatorium  care  by  the  listed 
Christian  Science  practitioner  on  the  case, 

3.  Approval  of  application  by  Admission  and  Utilization  Review  Com- 
mittee of  the  sanatorium,  and  verification  of  need. 

4.  Engagement  of  a  local  Christian  Science  practitioner  by  the  patient  for 
treatment. 

The  Admission  and  Utilization  Review  Committee  consists  of  at  least  two 
persons,  such  as  the  manager  of  the  institution,  head  nurse,  or  supervisor  of 
admissions,  under  the  system  in  use  for  the  past  45  years  in  the  Christian  Science 
Benevolent  Associations. 

Christian  Science  as  a  healing  method  cannot  be  scientifically  compared  to 
medicine  using  medical  standards  because  Christian  Scientists  do  not  diagnose 
medically.  However,  a  Christian  Scientist  knows  when  he  is  very  sick  or  bed- 
fast just  as  well  as  any  other  individual,  and  we  believe  that  the  standards  for 
establishing  a  need  for  sanatorium  care  outlined  above  are  adequate  to  exclude 
the  senile,  recuperatives,  malingerers,  hypochondriacs,  and  persons  only  mod- 
erately ill. 

At  present  there  are  250  persons  in  Christian  Science  sanatoriums.  The  ap- 
pended table  (see  enclosure  A)  will  give  you  some  facts  concerning  the  patients 
over  65,  such  as  number  of  cases,  and  average  length  of  stay.  It  is  safe  to  say 
that  virtually  every  major  disease  and  physical  disability  has  been  treated  and 
healed  while  individuals  were  patients  at  these  sanatoriums.  For  instance,  the 
Christian  Science  Benevolent  Association  at  Chestnut  Hill,  Mass.,  reports  heal- 
ings during  the  past  year  of  broken  limbs,  broken  pelves,  all  without  surgery ; 
cerebral  thrombosis  ;  stroke ;  paralysis  ;  ulcers  ;  cancer,  to  name  but  a  few,  all  of 
which  had  been  diagnosed  medically  prior  to  admission  to  the  sanatorium. 

It  may  interest  your  committee  to  know  that  for  years,  private  insurance 
companies  have  provided  hospitalization  benefits  to  Christian  Scientists  in  their 
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sanatoriums  under  the  same  conditions,  and  at  the  same  premiums,  as  persons 
who  use  medical  hospitals.    Among  these  companies  are  the  following: 

The  Aetna  Life  Insurance  Co. 

The  Aetna  Casualty  and  Surety  Co. 

Connecticut  General  Life  Insurance  Co. 

Washington  National  Life  Insurance  Co. 

New  York  Life  Insurance  Co. 

Nationwide  Insurance  Co. 

The  Travelers  Insurance  Co. 

United  Pacific  Insurance  Co. 

The  Metropolitan  Life  Insurance  Co. 

Continental  Casualty  Co.'s  Golden  65. 

Massachusetts  65. 

Connecticut  65. 

Christian  Science  nursing  liomes. — The  Committee  on  Care  for  Christian 
Scientists  is  in  the  process  of  reorganizing  and  reexamining  the  system  of 
Christian  Science  nursing  homes.  At  present,  there  are  about  50  of  such  homes 
which  might  qualify  for  accreditation  by  this  committee. 

CJiristian  Science  visiting  nurse  service. — The  Christian  Science  visiting  nurse 
service  (enclosure  E)  is  our  fastest  growing  facility.  It  provides  nursing  care 
for  Christian  Scientists  in  the  patient's  home  on  an  hourly  basis.  At  present, 
this  service  is  established  in  38  areas  throughout  the  United  States.  The  nurses 
who  offer  this  service  are  graduates  of  an  approved  Christian  Science  nurses 
training  course,  and  must  be  listed  in  the  current  issue  of  The  Christian 
Science  Journal.    They  provide  nursing  service  on  an  intermittent  basis. 

2.  The  above-described  admission  requirements  will  exclude  individuals  who, 
although  unable  to  care  for  themselves,  are  not  in  need  of  healing.  The 
Christian  Science  practitioner  and  the  Admissions  and  Utilization  Eeview  Com- 
mittee examining  each  case  will  eliminate  cases  where  no  rehabilitation  or  res- 
toration is  needed. 

There  are  a  number  of  Christian  Science  institutions,  commonly  referred 
to  as  nursing  homes,  which  do  give  only  personal  health  care  on  a  long-term 
basis.  However,  none  of  these  institutions  would  be  eligible  to  provide  services 
under  H.R.  6675. 

3.  The  Christian  Science  nurse  is  equipped  to  give  skilled  nursing  care  and 
execute  procedures  requiring  training,  judgment,  knowledge,  and  skills  beyond 
those  which  the  untrained  iK)ssess.  Since  it  is  the  Christian  Science  practi- 
tioner, and  not  the  nurse,  who  provides  the  curative  treatment,  the  Christian 
Science  nurse  is  specifically  instructed  not  to  interfere  with  or  supplant  the 
practitioner.  The  only  nursing  activity  which  approximates  religious  counseling 
might  be  the  reading  of  religious  matter  to  a  patient  unable  to  read  by  him- 
self, much  as  a  medical  nurse  might  read  to  a  blind  patient  in  a  medical  nursing 
home.  Christian  Science  nurses  are  trained  to  assist  in  physical  needs  which 
attend  a  healing  such  as  changing  bandages  and  teaching  patients  how  to  walk 
again,  etc. 

4.  Christian  Science  sanatoriums  perform  services  that  are,  to  a  degree,  similar 
to  those  in  personal  care  nursing  homes,  since  their  patients  do  not  seek  healing 
through  the  orthodox  methods  used  in  hospitals.  The  distinction  between 
sanatoriums  and  personal  care  nursing  homes  is  found  not  in  the  services  pro- 
vided, but  by  the  physical  needs  of  the  patients.  Sanatorium  patients  are 
suffering  from  diseases  which  would  require  hospital  care  if  they  were  not 
Christian  Scientists ;  personal  care  nursing  home  patients  do  not  require  the 
same  skilled  professional  attention.  The  cost  of  room,  board  and  nursing  care 
for  a  patient  in  a  medical  hospital  are  included  in  his  hospital  bill.  In  a 
Christian  Science  sanatorium  such  costs  are  also  in  the  bill.  In  our  sanatoriums, 
however,  all  the  other  elements  of  a  hospital  bill — i.e..  X-rays,  drugs,  biologicals, 
laboratory  analyses,  etc. — ^are  not  present,  because  they  have  no  part  in  Christian 
Science  healing.  Those  unfamiliar  with  the  health  practices  in  a  Christian 
Science  sanatorium  sometimes  assume  that  they  function  somewhat  along  the 
lines  of  personal  care  nursing  homes,  which  is  definitely  not  the  case. 

5.  Christian  Science  institutions  admit  only  patients  who  are  under  the  care 
of  Christian  Science  practitioners  exclusively.  Patients  relying  upon  medical 
care  in  any  form  are  not  accepted.  It  is  not  correct  to  supplement  Christian 
Science  with  medical  care  since  they  are  mutually  exclusive  systems. 

Under  H.H.  6675,  individuals  are  entitled  to  limited  benefits  from  "hospitals." 
"extended  care  facilities"  and  "home  health  agencies"  during  a  ''single  spell  of 
illness."    The  inclusion  of  Christian  Science  institutions  within  these  defini- 
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tions  could  not  expand  tlie  length  of  stay  or  change  the  meaning  of  "spell  of 
illness"  to  permit  tacking  a  stay  in  one  institution  to  the  end  of  another. 

The  foregoing  facts  may  appear  surprising  to  one  not  familiar  with  Christian 
Science,  but  I  can  assure  you  that  spiritual  care  and  treatment  is  known  to  be 
a  safe,  effective  therapeutic  system — so  much  so,  that  Christian  Science  is  prac- 
ticed freely  and  without  legal  restriction  in  every  State  of  the  Union.  Further- 
more, today  hundreds  of  insurance  companies  in  the  United  States  recognize 
and  pay  for  Christian  Science  treatment  and  care  in  their  group  insurance 
agreements  and  their  various  casualty  and  accident  lines.  In  the  insurance 
field,  claims  by  Christian  Scientists  usually  are  paid  as  quickly  and  efficiently 
as  those  of  non-Christian  Scientists.  The  facts  that  Christian  Science  treatment 
and  care  are  established  on  a  definite  basis,  that  thoroughly  documented  records 
of  healings  extend  over  many  years,  and  that  Christian  Scientists  are  reasonable 
and  law-abiding  people,  have  had  considerable  influence  on  the  recognition 
afforded  us  by  insurance  companies. 

Because  of  this  recognition  and  realizing  that  the  Department  of  Health, 
Education,  and  Welfare,  and  those  charged  with  the  immediate  administration 
of  H.R.  6675,  if  enacted  into  law,  would  be  hard  pressed  to  understand  and 
gather  statistics  and  facts  on  our  religious  system  of  healing,  we  proposed  to 
the  House  Committee  on  Ways  and  Means  in  February  1965,  an  amendment 
providing  for  a  restricted  cash  option.  Briefly,  this  would  have  provided  that 
anyone  who  had  conscientious  objection  against  utilizing  the  medically  oriented 
services  and  care  enumerated  in  the  bill,  and  who  was  included  in  a  qualified 
private  health  insurance  benefit  plan,  would  have  been  entitled  to  a  monthly 
cash  payment ;  the  payment  to  which  the  individual  would  be  entitled  to  be  made 
to  the  appropriate  insurance  company  by  which  such  individual  is  covered  if 
the  individual  filed  with  the  Secretary  of  Health,  Education,  and  Welfare  a 
statement  designating  the  approved  insurance  carrier.  We  were  confident  this 
provision  could  have  been  easily  administered,  and  would  have  allowed  for  a 
scope  of  benefits  broad  enough  to  benefit  all  of  our  senior  citizens,  and  would 
definitely  have  been  in  keeping  with  the  intent  of  the  Congress  that  this  type  of 
legislation  be  extended  to  all  individuals,  regardless  of  race,  creed,  color,  and 
religious  beliefs. 

May  we  assure  you,  however,  that,  if  this  piece  of  legislation  is  finally  enacted 
into  law,  the  First  Church  of  Christ,  Scientist,  in  Boston,  Mass.,  and  our  adher- 
ents, will  cooperate  honestly  and  sincerely  with  its  administration. 

In  the  event  we  can  be  of  further  assistance,  please  do  not  hesitate  to  call  this 
office. 

Respectfully, 

J.  BuROUGHs  Stokes, 
Manager,  Washington,  D.C.  Office. 
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Enclosure  A 


Data  on  Christian  Science  Sanatoriums  (requested  ty  Finance  Committee,  U.S. 
Senate  on  May  12,  1965,  in  connection  with  hearings  on  H.R.  6675) 


Sanatoriums 

Number  of  patients  in 
institution 

Number  working  out 
acute  conditions 

Average  number  of  days 
spent  in  institution 

Over 
65 

Under 
66 

Total 

Over 
65 

Under 
65 

Total 

Over 
65 

Under 
65 

Aver- 
age 

Broadview,   Los  Angeles, 
Calif  

17 

4 

21 

12 

4 

16 

20 

Sunland  Home,  San  Diego, 

Calif_-     --  - 

7 

0 

7 

1 

0 

1 

21 

8 

15 

Christian  Science  Benevo- 

lent Association,  San 

Francisco,  Calif   . 

18 

5 

23 

11 

3 

14 

34 

27 

32 

Wide  Horizon,  Wheat 

Ridge,  Colo  

11 

0 

11 

7 

0 

7 

9 

0 

9 

Morningside,  St.  Peters- 

burg, Fla... 

9 

2 

11 

4 

2 

6 

25 

24 

25 

Hill  Top  Farm,  Lake  BlufI, 

111-     

4 

1 

5 

4 

0 

4 

24 

Christian  Science  Benevo- 

lent Association,  Chest- 

nut Hill,  Mass-. 

26 

9 

35 

15 

5 

20 

41 

20 

30 

Concord,  Detroit,  Mich  

9 

16 

9 

16 

22 

19 

20 

Great  Oaks,  Kansas  City, 

Mo_      _  -  -   

6 

0 

6 

4 

0 

4 

33 

6 

20 

Newhaven,  Puyallup, 

Wash.i  

43 

6 

49 

14 

0 

14 

17 

Peace  Haven,  St.  Louis, 

Mo  

9 

0 

9 

6 

0 

6 

10 

45 

28 

T^oTiaprfi  T-*ri'nf*A'f"nTi         T  1 

6 

3 

9 

3 

2 

5 

54 

54 

High  Ridge  House,  West- 

chester Countv,  N."y  _ 

5 

1 

6 

3 

0 

3 

38 

30 

34 

Overlook  House,  Cleveland, 

Ohio  

10 

3 

13 

3 

1 

4 

55 

65 

60 

High  Oaks,  Philadelphia, 

Pa  

6 

1 

7 

4 

1 

5 

27 

29 

28 

Sunrise  House,  Seattle, 

Wash  

8 

5 

13 

6 

2 

8 

42 

15 

35 

Clearview  Home,  Delafield, 

Wis  

5 

4 

9 

4 

5 

9 

22 

Total  (17)  

197 

53 

250 

108 

34 

142 

Note.— Only  two  institutions  equipped  to  handle  cases  with  mental  disorders,  Tenacre  Foundation, 
Princeton,  NJ.,  and  Newhaven,  Inc.,  Puyallup,  Wash. 
Christian  Science  treatment  is  solely  by  prayer  or  spiritual  means.   No  medication. 
Note.— Our  sanatoriums  accept  all  types  of  cases  which  normally  would  require  hospital  care. 
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Enclosure  B 

Christian  Science  Sanatoriums 

Committee  on  Care  for  Claristian  Scientists,  tlie  First  Churcli  of  Christ, 
Scientist,  Boston,  Mass. 

POLICY  OF  THE  CHRISTIAN  SCIENCE  BOARD  OF  DIRECTORS  RESPECTING  NURSING  CARE 
FOR   CHRISTIAN  SCIENTISTS 

1.  That  nursing  tlie  sicli  under  Christian  Science  care  is  an  important  part  of 
the  healing  ministry  of  Christian  Science.  See  Article  VIII,  Section  31,  of  the 
Manual  of  The  Mother  Church  by  Mary  Baker  Eddy. 

2.  That  (a)  sanatoriums,  (&)  nursing  homes,  (c)  rest  homes  and  homes  provid- 
ing special  attention  where  nursing  service  is  available,  and  (d)  visiting  nurse 
services  are  recognized  as  appropriate  and  helpful  means  in  providing  proper 
nursing  care  for  Christian  Scientists.  Their  purpose  is  to  support  the  healing 
activity  of  Christian  Science. 

3.  That  such  facilities  when  publicly  identified  as  being  operated  by  and  for 
Christian  Scientists  be  organized,  operated,  and  maintained  in  accordance  with 
standards  established  by  this  Board  in  order  to  be  eligible  for  accreditation  by 
The  Mother  Church. 

4.  That  such  facilities  be  managed  and  financed  on  a  local  or  area  basis  and, 
where  practicable,  all  related  services  in  a  given  locality  be  under  the  direction 
of  one  governing  board. 

5.  That  consultation  and  guidance  to  those  who  are  interested  in  planning  or 
organizing  or  who  are  presently  oxicrating  such  facilities  be  available  from  the 
Committee  on  Oare  for  Christian  Scientists. 

6.  That  the  Committee  on  Care  for  Christian  Scientists  be  authorized  to  receive 
applications  for  and  to  issue  certificates  of  accreditation  to  such  facilities  as  it 
finds  after  inspection  to  be  organized,  operated,  and  maintained  all  in  accord- 
ance with  prescribed  standards.  Residential  homes  for  those  of  advancing  years 
shall  not  be  eligible  for  accreditation. 

The  Christian  Science  Board  of  Directors. 

standards  established  by  the  christian  science  board  of  directors  for 
christian  science  sanatoriums 

1.  Definition 

The  term  "sanatorium"  as  used  herein  means  a  facility  or  unit,  however  named, 
which  is  designated,  staffed,  and  equipped  for  the  care  of  patients  who  would 
be  confined  in  a  hospital  if  they  were  not  relying  entirely  on  Christian  Science 
for  healing.  Only  spiritual  means ;  that  is,  prayer,  shall  be  employed  therein  for 
healing.  The  care  and  related  services  shall  be  performed  under  the  directions 
of  persons  qualified  to  provide  such  care  and  services.  The  sanatorium  shall  be 
operated  in  accordance  with  the  laws  of  the  state  in  which  the  facility  is  located. 

2.  Organization  Pattern 

Sanatoriums  for  those  relying  entirely  on  Christian  Science  may  be  organized 
on  a  nonprofit  or  a  profit  basis.  Such  facilities  shall  have  a  Board  of  Trustees  or 
a  Board  of  Directors  who  shall  be  responsible  for  the  overall  administration  of 
the  sanatorium.  Persons  serving  on  such  Boards  shall  be  available  and  in  reg- 
ular attendance  at  Board  meetings.  All  such  Trustees  and  Directors  shall  be 
acceptable  to  The  Christian  Science  Board  of  Directors. 

3.  License 

The  operation  of  a  Christian  Science  sanatorium  is  a  religious  activity.  It 
should  not  be  licensed  except  insofar  as  a  license  may  be  required  in  compliance 
with  fire,  safety,  and  sanitation  regulations. 

If.  Financial  Responsihility 

The  Trustees  or  Directors  shall  give  evidence  of  the  financial  responsibility  of 
the  sanatorium. 

5.  Administration 

The  administrator  of  a  sanatorium  shall  be  qualified  by  training  or  experience. 
He  shall  be  responsible  directly  to  the  Trustees  or  Directors  for  the  maintenance 
and  operation  of  the  sanatorium  and  its  compliance  with  all  current  standards. 
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It  is  the  responsibility  of  the  administrator  to  coordinate  the  efforts  of  all  sections 
within  the  sanatorium  and  to  maintain  an  efficient  administration  thereof.  He 
shall  act  as  liaison  between  the  Trustees  or  Directors  and  the  staff. 

Staff  employed  by  the  sanatorium  shall  have  qualifications  and  training  com- 
mensurate with  the  duties  assigned.  All  employees  must  be  found  to  be  fit  and 
proper  by  the  Committee  on  Care  for  Christian  Scientists. 

6.  Chwch  memdership 

All  Trustees,  Directors,  administrators,  and  key  x>ersonnel  shall  be  members  of 
The  Mother  Church,  The  First  Church  of  Christ,  Scientist,  in  Boston,  Massachu- 
setts, and  one  of  its  branches.  Only  membership  in  The  Mother  Church  is 
required  of  nurses. 

7.  Physical  plant  and  equipment 

The  physical  plant,  which  shall  conform  to  all  code  and  zoning  requirements 
for  buildings  used  for  sanatoriums,  and  all  equipment  shall  be  maintained  in  a 
good  state  of  repair. 

All  fire,  safety,  and  sanitation  requirements  shall  be  fully  met  and  clearance 
therefor  obtained  from  the  proper  authorities. 

8.  Eligidility  and  treatment 

To  be  eligible  for  admission  to  a  sanatorium,  a  patient  shall  be  under  treatment 
by  a  Christian  Science  practitioner  listed  in  the  current  issue  of  The  Christian 
Science  Journal,  and  shall  continue  under  such  treatment  during  his  entire  stay. 

9.  Nursing  staif 

The  sanatorium  administrator  is  responsible  to  see  that  skilled  nursing  care 
is  available  for  all  patients  on  a  24-hour  basis.  Christian  Science  nursing  service 
shall  be  supervised  by  a  graduate  of  an  approved  Christian  Science  nurses'  train- 
ing course  and  be  listed  in  the  current  issue  of  The  Christian  Science  Journal. 

10.  Rates 

The  charges  or  rates  of  a  sanatorium  shall  be  filed  with  the  Committee  on  Care 
for  Christian  Scientists. 

11.  Food  preparation  and  serving 

Food  served  shall  be  of  good  quality  and  suitable  variety  and  shall  be  prepared 
and  served  in  such  a  way  as  to  protect  its  quaUty  and  palatability. 

12.  Record  keeping 

Proper  records  and  books  of  account  as  may  be  required  or  needed  shall  be  kept. 
The  books  of  the  sanatorium  shall  be  audited  annually  by  a  certified  public 
accountant. 

13.  Operation 

A  sanatorium  at  all  times  shall  operate  in  accordance  with  these  standards  and 
such  other  requirements  as  are  now  or  may  hereafter  be  established  by  this 
Board. 

Information  and  assistance  are  available  from  Committee  on  Care  for  Christian 
Scientists,  107  Falmouth  Street,  Boston,  Mass. 


Enclosure  C 

Christian  Science  Nursing  Homes — Committee  on  Care  for  Christian 
Scientists,  the  First  Church  of  Christ,  Scientist,  Boston,  Mass. 

policy  of  the  christian  science  board  of  directors  respecting  nursing  care 
for  christian  scientists 

1.  That  nursing  the  sick  under  Christian  Science  care  is  an  important  part  of 
the  healing  ministry  of  Christian  Science.  See  Article  VIII,  Section  31,  of  the 
Manual  of  The  Mother  Church  by  Mary  Baker  Eddy. 

2.  That  (a)  sianatoriums,  (6)  nursing  homes,  (c)  rest  homes  and  homes  pro- 
viding special  attention  where  nursing  service  is  available,  and  (d)  visiting  uurse 
services  are  recognized  as  appropriate  and  helpful  means  in  providing  proper 
nursing  care  for  Christian  Scientists.  Their  purpose  is  to  support  the  healing 
activity  of  Christian  Science. 
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3.  That  such  facilities  when  publicly  identified  as  being  operated  by  and  for 
Christian  Scientists  be  organized,  operated,  and  maintained  in  accordance  with 
standards  established  by  this  Board  in  order  to  be  eligible  for  accreditation  by 
The  Mother  Church. 

4.  That  such  facilities  be  managed  and  financed  on  a  local  or  area  basis  and, 
vdiere  practicable,  all  related  services  in  a  given  locality  be  under  the  direction 
of  one  governing  board. 

5.  That  consultation  and  guidance  to  those  who  are  interested  in  planning  or 
organizing  or  who  are  presently  operating  such  facilities  be  available  from  the 
Committee  on  Care  for  Christian  Scientists. 

6.  That  the  Committee  on  Care  for  Christian  Scientists  be  authorized  to  re- 
ceive applications  for  and  to  issue  certificates  of  accreditation  to  such  facilities 
as  it  finds  after  inspection  to  be  organized,  operated,  and  maintained  all  in  ac- 
cordance with  prescribed  standards.  Residential  homes  for  those  of  advancing 
years  shall  not  be  eligible  for  accreditation. 

The  Christian  Science  Boabd  of  Dikectors. 

standards  established  by  the  christian  science  board  of  directors  for 
christian  science  nursing  homes 

1.  Definition 

The  term  "nursing  home"  as  used  herein  means  a  facility  or  unit,  however 
named,  which  is  designated,  staffed,  and  equipped  for  the  accommodation  of 
individuals  relying  entirely  on  Christian  Science,  in  need  of  nursing  oare  and 
related  services,  but  not  requiring  the  degree  of  care  given  in  an  accredited 
Christian  Science  sanatorium.  Only  spiritual  means,  that  is,  prayer,  shall  be 
employed  therein  for  healing.  Such  services  shall  be  performed  under  the 
directions  of  persons  qualified  to  provide  such  care  or  services.  The  nursing 
home  shall  be  operated  in  accordance  with  the  laws  of  the  state  in  which  the 
facility  is  located. 

2.  Organization  pattern 

Nursing  homes  for  those  relying  entirely  on  Christian  Science  may  be  organized 
on  a  nonprofit  or  a  profit  basis.  Incorporated  facilities  shall  have  a  Board  of 
Trustees  or  a  Board  of  Directors  which  shall  be  responsible  for  the  overall  admin- 
istration of  the  nursing  home.  Persons  serving  on  such  Boards  shall  be  avail- 
able and  in  regular  attendance  at  Board  meetings.  A  trusteeship,  copartnership, 
or  an  individual  may  also  establish  a  nursing  home  for  profit.  All  such  Trustees, 
Directors,  copartners,  and  individuals  shall  be  acceptable  to  The  Christian 
Science  Board  of  Directors. 

3.  License 

The  operation  of  a  Christian  Science  nursing  home  is  a  religious  activity.  It 
should  not  be  licensed  except  insofar  as  a  license  may  be  required  in  compliance 
with  fire,  safety,  and  sanitation  regulations. 

4.  Financial  responsiMlity 

The  Trustees,  Directors,  copartners,  or  individuals  shall  give  evidence  of  the 
financial  responsibility  of  the  nursing  home. 

5.  Administration 

The  administrator  or  operator  of  a  nursing  home  shall  be  qualified  by  training 
or  experience.  He  shall  be  responsible  for  the  maintenance  and  operation  of 
the  nursing  home  and  its  compliance  with  all  current  standards.  It  is  the  re- 
sponsibility of  the  administrator  or  operator  to  coordinate  the  efforts  of  all 
sections  within  the  nursing  home  and  to  maintain  an  efllcient  administration 
thereof. 

Staff  employed  by  the  nursing  home  shall  have  qualifications  and  training 
commensurate  with  the  duties  assigned.  All  employees  must  be  found  to  be  fit 
and  proper  by  the  Committee  on  Care  for  Christian  Scientists. 

6.  Church  membership 

All  Trustees,  Directors,  copartners,  individual  owners,  and  key  personnel  shall 
be  members  of  The  Mother  Church,  The  First  Church  of  Christ,  Scientist,  in 
Boston,  Massachusetts,  and  one  of  its  branches.  Only  membership  in  The  Mother 
Church  is  required  of  nurses. 
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7.  Physical  plant  and  equipment 

The  physical  plant,  which  shall  conform  to  all  code  and  zoning  requirements 
for  buildings  used  for  nursing  homes,  and  all  equipment  shall  be  maintained  in 
a  good  state  of  repair. 

All  fire,  safety,  and  .sanitation  requirements  shall  be  fully  met  and  clearance 
therefor  obtained  from  the  proper  authorities. 

8.  Eligibility  and  treatment 

To  be  eligible  for  admission  to  a  nursing  home,  a  patient  shall  be  under  treat- 
ment by  a  Christian  Science  practitioner  listed  in  the  current  issue  of  The  Chris- 
tian Science  Journal. 

9.  Nursing  staff 

The  nursing  home  administrator  is  responsible  to  see  that  adequate  nursing 
care  is  available  for  all  patients.  Christian  Science  nursing  service  shall  be 
supervised  by  a  nurse  listed  in  the  current  issue  of  The  Christian  Science  Journal, 

10.  Rates 

The  charges  or  rates  of  a  nursing  home  shall  be  filed  with  the  Committee  on 
Care  for  Christian  Scientists. 

11.  Food  preparation  and  serving 

Food  served  shall  be  of  good  quality  and  suitable  variety  and  shall  be  pre- 
pared and  served  in  such  a  way  as  to  protect  its  quality  and  palatability. 

12.  Recordkeeping 

Proper  records  and  books  of  account  as  may  be  required  or  needed  shall  be 
kept. 

The  books  of  the  nursing  home  shall  be  audited  annually  by  a  certified  public 
accountant. 

13.  Operation 

A  nursing  home  at  all  times  shall  operate  in  accordance  with  these  standards 
and  such  other  requirements  as  are  now  or  may  hereafter  be  established  by  this 
Board. 

Information  and  assistance  are  available  from  Committee  on  Care  for  Christian 
Scientists,  107  Falmouth  Street,  Boston,  Mass. 


exclosl'ee  d 

Rest  Homes  and  Homes  Providing  Special  Attention  for  Christian  Scientists 
Where  Nursing  Service  Is  A\  ailable 

Committee  on  Care  for  Christian  Scientists,  the  First  Church  of  Christ,  Scientist, 

Boston,  Mass. 

POLICY  OF  the  christian  SCIENCE  BOARD  OF  DIRECTORS  RESPECTING  NURSING  CARE 
FOR  CHRISTIAN  SCIENTISTS 

1.  That  nursing  the  sick  under  Christian  Science  care  is  an  important  part  of 
the  healing  ministry  of  Christian  Science.  See  Article  YIII,  Section  31.  of  the 
Manual  of  The  Mother  Church  by  Mary  Baker  Eddy. 

2.  That  (a)  sanatorinms.  (&j  nursing  homes,  (c)  rest  homes  and  homes  pro- 
viding special  attention  where  nursing  service  is  available,  and  {d)  visiting 
nurse  services  are  recognized  as  appropriate  and  helpful  means  in  providing 
proper  nursing  care  for  Christian  Scientists.  Their  purpose  is  to  support  the 
healing  activity  of  Christian  Science. 

3.  That  such  facilities  when  publicly  identified  as  being  operated  by  and  for 
Christian  Scientists  be  organized,  operated,  and  maintained  in  accordance  with 
standards  established  by  this  Board  in  order  to  be  eligible  for  accreditation  by 
The  Mother  Church. 

4.  That  such  facilities  be  managed  and  financed  on  a  local  or  area  basis  and, 
where  practicable,  all  related  services  in  a  given  locality  be  under  the  direction 
of  one  governing  board. 

5.  That  consultation  and  guidance  to  those  who  are  interested  in  planning 
or  organizing  or  who  are  presently  operating  such  facilities  be  available  from 
the  Committee  on  Care  for  Christian  Scientists. 
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6.  That  the  Committee  on  Care  for  Christian  Scientists  be  authorized  to  re- 
ceive applications  for  and  to  issue  certificates  of  accreditation  to  such  facilities 
as  it  finds  after  inspection  to  be  organized,  operated,  and  maintained  all  in  ac- 
cordance with  prescribed  standards.  Residential  homes  for  those  of  advancing 
years  shall  not  be  eligible  for  accreditation. 

The  CHRiSTiAisr  Science  Board  of  Directors 

Standards  Established  by  the  Christian  Science  Board  of  Directors  for 
Rest  Homes  and  Homes  Providing  Special  Attention  for  Christian  Scien- 
tists Where  Nursing  Service  Is  Available 

1.  Definition 

The  term  "rest  home"  or  "home  providing  special  attention"  as  used  herein 
means  a  facility  or  unit,  however  named,  which  is  designated,  staffed,  and 
equipped  for  the  accommodation  of  adults  or  children  relying  entirely  on 
Christian  Science,  in  need  of  light  nursing  care  from  time  to  time  and  related 
services,  but  not  requiring  the  degree  of  care  given  in  an  accredited  Christian 
Science  nursing  home.  Only  spiritual  means,  that  is,  prayer,  shall  be  employed 
therein  for  healing.  Such  services  shall  be  performed  under  the  direction  of 
persons  qualified  to  provide  such  care  or  services.  The  home  shall  be  operated 
in  accordance  with  the  laws  of  the  state  in  which  the  facility  is  located.  Resi- 
dential homes  for  those  of  advancing  years  shall  not  be  eligible  for  accreditation. 

2.  Organization  pattern 

Rest  homes  or  homes  providing  special  attention  for  those  relying  entirely  on 
Christian  Science  may  be  organized  on  a  nonprofit  or  a  profit  basis.  Incorporated 
facilities  shall  have  a  Board  of  Trustees  or  a  Board  of  Directors  which  shall  be 
responsible  for  the  overall  administration  of  the  rest  home  or  home  providing 
special  attention.  Persons  serving  on  such  Boards  shall  be  available  and  in 
regular  attendance  at  Board  meetings.  A  trusteeship,  copartnership,  or  an  in- 
dividual may  also  establish  a  rest  home  or  home  providing  special  attention  for 
profit.  All  such  Trustees,  Directors,  copartners,  and  individuals  shall  be  accept- 
able to  The  Christian  Science  Board  of  Directors. 

S.  License 

The  operation  of  a  rest  home  for  Christian  Scientists  or  a  home  providing 
special  attention  for  Christian  Scientists  is  a  religious  activity.  It  should  not  be 
licensed  except  insofar  as  a  license  may  be  required  in  compliance  with  fire, 
safety,  and  sanitation  regulations. 

^.  Financial  responsibility 

The  Trustees,  Directors,  copartners,  or  individuals  shall  give  evidence  of  the 
financial  responsibility  of  the  rest  home  or  home  providing  special  attention. 

5.  Administration 

The  administrator  or  operator  of  a  rest  home  or  home  providing  special  atten- 
tion shall  be  qualified  by  training  or  experience.  He  shall  be  responsible  for  the 
maintenance  and  operation  of  the  home  and  its  compliance  with  all  current 
standards.  It  is  the  responsibility  of  the  administrator  or  operator  to  coordi- 
nate the  efforts  of  all  sections  within  the  home  and  to  maintain  an  efficient  ad- 
ministration thereof. 

Staff  employed  by  the  home  shall  have  qualifications  and  training  commensurate 
with  the  duties  assigned.  All  employees  must  be  found  to  be  fit  and  proper  by 
the  Committee  on  Care  for  Christian  Scientists. 

6.  Church  membership 

All  Trustees,  Directors,  copartners,  individual  owners,  and  key  personnel  shall 
be  members  of  The  Mother  Church,  The  First  Church  of  Christ,  Scientist,  in 
Boston,  Massachusetts,  and  one  of  its  branches.  Only  membership  in  The 
Mother  Church  is  required  of  nurses. 

7.  Physical  plant  and  equipment 

The  physical  plant,  which  shall  conform  to  all  code  and  zoning  requirements 
for  buildings  used  for  rest  homes  and  homes  providing  special  attention,  and  all 
equipment  shall  be  maintained  in  a  good  state  of  repair. 

All  fire,  safety,  and  sanitation  requirements  shall  be  fully  met  and  clearance 
therefor  obtained  from  the  proper  authorities. 
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8.  EligiMlity  and  treatment 

To  be  eligible  for  admission  to  a  rest  borne  or  borne  providing  special  attention, 
a  guest  must  be  an  adberent  of  tbe  teachings  of  Christian  Science  and  depend 
solely  on  Christian  Science  for  healing. 

9.  Nursing  staff 

The  administrator  of  a  rest  home  or  home  providing  special  attention  is  respon- 
sible to  see  that  adequate  nursing  service  is  available  for  all  patients.  Christian 
Science  nursing  service  shall  be  performed  by  Christian  Science  nurses  who  at 
least  have  had  five  years'  practical  experience  in  Christian  Science  nursing. 

10.  Rates 

The  charges  or  rates  of  such  homes  shall  be  filed  with  the  Committee  on  Care 
for  Christian  Scientists. 

11.  Food  preparation  and  serving 

Food  served  shall  be  of  good  quality  and  suitable  variety  and  shall  be  pre- 
pared and  served  in  such  a  way  as  to  protect  its  quality  and  palatability. 

12.  Record  keeping 

Proper  records  and  books  of  account  as  may  be  required  or  needed  shall  be 
kept. 

The  books  of  the  rest  home  or  home  providing  special  attention  shall  be 
audited  annually  by  a  public  accountant. 

13.  Operation 

A  rest  home  or  home  providing  special  attention  at  all  times  shall  operate  in 
accordance  with  these  standards  and  such  other  requirements  as  are  now  or  may 
hereafter  be  established  by  this  Board. 

Information  and  assistance  are  available  from  Committee  on  Care  for  Christian 
Scientists,  107  Falmouth  Street,  Boston,  Mass. 


Enclosure  E 

Christian  Science  Visiting  Nurse  Services 

Committee  on  Care  for  Christian  Scientists,  the  First  Church  of  Christ,  Scientist, 

Boston,  Mass. 

policy  of  the  christian  science  board  of  directors  respecting  nursing  care 

FOR  christian  SCIENTISTS 

1.  That  nursing  the  sick  under  Christian  Science  care  is  an  important  part 
of  the  healing  ministry  of  Christian  Science.  See  Article  VIII,  Section  31,  of  the 
Manual  of  The  Mother  Church  by  Mary  Baker  Eddy. 

2.  That  (a)  sanatoriums,  (&)  nursing  iiomes,  (c)  rest  homes  and  homes  pro- 
viding special  attention  where  nursing  service  is  available,  and  (d)  visiting 
nurse  services  are  recognized  as  appropriate  and  helpful  means  in  providing 
proper  nursing  care  for  Christian  Scientists.  Their  purpose  is  to  support  the 
healing  activity  of  Christian  Science. 

3.  That  such  facilities  when  publicly  identified  as  being  operated  by  and  for 
Christian  Scientists  be  organized,  operated,  and  maintained  in  accordance  with 
standards  established  by  this  Board  in  order  to  be  eligible  for  accreditation  by 
The  Mother  Church. 

4.  That  such  facilities  be  managed  and  financed  on  a  local  or  area  basis  and, 
where  practicable,  all  related  services  in  a  given  locality  be  under  the  direction 
of  one  governing  board. 

5.  That  consultation  and  guidance  to  those  who  are  interested  in  planning 
or  organizing  or  who  are  presently  operating  such  facilities  be  available  from 
the  Committee  on  Care  for  Christian  Scientists. 

6.  That  the  Committee  on  Care  for  Christian  Scientists  be  authorized  to  re- 
ceive applications  for  and  to  issue  certificates  of  accreditation  to  such  facilities 
as  it  finds  after  inspection  to  be  organized,  operated,  and  maintained  all  in  ac- 
cordance with  prescribed  standards.  Residential  homes  for  those  of  advancing 
years  shall  not  be  eligible  for  accreditation. 

The  Christian  Science  Board  of  Directors. 
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STANDABDS  ESTABLISHED  BY  THE  CHRISTIAN  SCIENCE  BOARD  OF  DIRECTORS  FOR 
CHRISTIAN  SCIENCE  VISITING  NURSE  SERVICES 

1.  Definition 

The  term  "visiting  nurse  service"  as  used  herein  means  a  service  which  pro- 
vides Christian  Science  nursing  care  on  an  hourly  basis  to  those  relying  entirely 
on  Christian  Science  for  healing. 

2.  Organization  Pattern 

Visiting  nurse  services  for  those  relying  entirely  on  Christian  Science  for  heal- 
ing shall  be  organized  on  a  nonprofit  basis.  Such  services  shall  have  a  Board  of 
Trustees  who  shall  be  responsible  for  the  overall  administration  of  the  service. 
Persons  serving  on  such  Boards  shall  be  available  and  in  regular  attendance  at 
Board  meetings.  All  such  Trustees  shall  be  acceptable  to  The  Christian  Science 
Board  of  Directors. 

3.  Financial  Responsibility 

The  Trustees  of  a  visiting  nurse  service  shall  give  evidence  of  the  financial 
responsibility  of  the  service. 

4.  Administration 

The  Trustees  shall  be  responsible  for  the  maintenance  and  operation  of  the  vis- 
iting nurse  service  and  its  compliance  with  all  current  standards. 

5.  Church  Memdership 

Ail  Trustees  and  staff  shall  be  members  of  The  Mother  Church,  The  First 
Church  of  Christ,  Scientist,  in  Boston,  Mass.,  and  one  of  its  branches.  Only 
membership  in  The  Mother  Church  is  required  of  nurses. 

6.  Eligidility  for  Nursing  Service 

A  patient  must  be  an  adherent  of  the  teachings  of  Christian  Science  and  de- 
pend solely  on  Christian  Science  for  healing. 

7.  Nursing  Staff 

The  visiting  nurse  shall  be  a  graduate  of  an  approved  Christian  Science  nurses' 
training  course  and  be  listed  in  the  current  issue  of  The  Christian  Science 
Journal. 

8.  Record  Keeping 

Proper  records  and  books  of  account  as  may  be  required  or  needed  shall  be 
kept. 

The  books  of  a  visiting  nurse  service  shall  be  audited  annually  by  a  public 
accountant. 

9.  Operation 

A  visiting  nurse  service  at  all  times  shall  operate  in  accordance  with  these 
standards  and  such  other  requirements  as  are  now  or  may  hereafter  be  estab- 
lished by  this  Board. 

Information  and  Assistance  Are  Available  From  Committee  on  Care  for  Christian 
Scientists,  107  Falmouth  Street,  Boston,  Mass. 

Senator  Anderson.  Thank  you,  Dr.  Stokes,  I  appreciate  the  fact 
you  made  a  short  statement. 
Dr.  Stokes.  Thank  you. 
Senator  Anderson.  Dr.  Salmon? 

STATEMENT  OF  BE.  PIERRE  SALMON,  APPEARING  ON  BEHALF  OP 
THE  NATIONAL  COUNCIL  FOR  THE  ACCREBITATION  OF  NURSING 
HOMES;  ACCOMPANIEB  BY  JOHN  PICKENS,  GENERAL  COUNSEL, 
NATIONAL  COUNCIL  FOR  THE  ACCREBITATION  OF  NURSING 
HOMES 

Dr.  Salmon.  Mr.  Chairman  and  members  of  the  committee,  I  am 
Dr.  Pierre  Sahnon  of  San  Mateo,  Calif.  I  am  appearing  on  be- 
half of  the  National  Council  for  the  Accreditation  of  Nursing  Homes. 
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With  me  is  John  Pickens,  the  general  counsel  of  the  Xational 
Council  for  the  Accreditation  of  Xursing  Homes. 

I  am  one  of  the  members  of  the  board  of  directors  representing 
the  medical  profession. 

For  the  last  several  years,  I  have  been  superintendent  of  Insti- 
tutional Clinical  Services  for  San  Mateo,  Calif.,  Department  of 
Public  Health  and  Welfare.  As  such,  I  am  responsible  for  640  pa- 
tients in  proprietary  nursing  homes  in  San  Mateo  County  and  a  total 
of  800  to  900  patients  in  long-term  care  facilities  including  a  rehabili- 
tation center  and  TB  sanatorium. 

I  am  also  engaged  in  private  practice  of  medicine,  specializing  in 
cardiovascular  diseases.  Among  other  positions  which  I  hold  are 
chairman  of  the  California  Commission  for  the  Accreditation  of 
Xursing  Homes:  chairman  of  California  Commission  on  Health  Care 
of  Aging;  member,  Bay  Area  Health  Facilities  Plaiming  Associa- 
tion; vice  president,  Bay  Area  Welfare  and  Planning  Federation: 
and  chairman.  San  Mateo  Coimty  Health  Facilities  Plamiing  Com- 
mittee. 

I  shall  restrict  my  remarks  this  morning,  sir,  to  section  1865  of 
H.R.  6675  and  more  especially  the  portion  having  to  do  with  the  ac- 
creditation of  extended  care  facilities.  We  proposed  that  section 
1865  be  amended  to  specifically  recognize  the  accreditation  program 
of  the  Xational  Council  for  tiie  Accreditation  of  Xtirsmg  Homes. 
Our  proposed  amendments  are  attached  to  my  prepared  statement  as 
appendix  A. 

We  believe  that  wiiere  a  national  acr-reditation  progTam  has  been 
undertaken  by  an  independent  bilateral  body  having  the  stature  of  the 
X'ational  Council  for  the  Accreditation  of  Xursing  Homes,  it  should 
be  recognized  in  tlie  bill. 

The  composition  of  the  national  council  is  very  similar  to  the 
Joint  Commission  on  the  Accreditation  of  Hospitals  which  section 
1865  specifically  recognizes  in  regard  to  hospital  accreditation.  The 
national  coimcil  is  composed  of  outstanding  physicians  and  nursing 
home  administrators  among  whom  are  a  former  hospital  administra- 
tor, a  well  known  medical  social  worker  and  a  well  known  regis- 
tered nurse  with  manv  vears  of  experience  in  the  public  health  nurse 
field.        _  ^  ^ 

The  chairman  of  the  national  council.  Dr.  H.  Close  Hesseltine,  is 
also  a  member  of  the  Joint  Commission  on  the  Accreditation  of  Hos- 
pitals. For  your  information,  a  short  biography  of  each  member  of 
the  board  of  directors  is  attached  to  mv  prepared  statement  as  appen- 
dix B. 

The  American  Xursing  Home  Association  (AXHA)  worked  for  a 
decade  toward  the  establishment  of  a  national  accreditation  program 
for  nursing  homes.  It  carried  on  this  program  when  others  lost  or 
lacked  interest.  In  the  spring  of  1963.  the  American  Medical  Asso- 
ciation came  to  the  financial  aid  of  AXHA  and  jointly  sponsored  the 
formation  of  the  Xational  Cotmcil  for  the  Accreditation  of  Xursing 
Homes,  whose  principal  offices  are  located  at  645  Xorth  Michigan 
Avenue,  Chicago. 

The  A^Fl  provided  a  similar  service  to  the  Joint  Commission  on 
Accreditation  of  Hospitals  when,  m  1952,  the  American  College  of 
Stirgeons,  which  had  condticted  an  accreditation  program  of  hospitals. 
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fouPxd  the  continuing  financial  burden  too  great  and  suggested  that 
other  organizations  should  aid  in  the  task  of  accrediting  hospitals.  At 
that  time,  AMA  with  the  aid  of  AHA,  saved  the  accreditation  pro- 
gram of  the  Joint  Commission  on  Accreditation  of  Hospitals. 

The  joint  commission  is  likewise  composed  of  physicians  and  hos- 
pital administrators.  The  standards  of  the  national  council  are 
equally  as  high  in  the  nursing  home  field  as  those  of  the  joint  com- 
mission in  the  hospital  field. 

Today,  the  national  council  employs  qualified  and  experienced  nurs- 
ing home  surveyors  throughout  the  country,  and  classifies  nursing 
homes  under  three  categories :  Intensive  nursing  care,  skilled  nursing 
care  and  intermediate  care. 

The  first  two  categories  provide  more  rigid  requirements  than  in 
H.E.  6675.  It  is  believed  these  two  classifications  should  be  accepted 
under  the  medicare  program.  A  48-page  booklet  setting  forth  the 
"Standards  for  Accreditation"  is  attached  to  my  prepared  statement 
as  appendix  D.    (In  committee  files.) 

As  the  experience  of  the  joint  commission  has  demonstrated,  volun- 
tary policing  in  the  medical  and  paramedical  fields  is  the  best  and  most 
efficient  way  to  raise  professional  standards. 

The  members  of  the  board  of  directors  of  the  national  council  re- 
view each  and  every  surveyor's  report  and  staff  recommendation  to 
grant  or  deny  accreditation  of  a  facility. 

On  the  other  hand  the  board  of  the  joint  commission  does  not  review 
each  individual  recommendation  of  its  surveyors  and  staff. 

Since  H.R.  6675  recognizes  the  joint  commission  in  the  hospital 
field,  there  is  no  reason  other  than  oversight  as  to  why  the  national 
council  should  not  be  recognized  in  the  nursing  home  field. 

During  the  first  year,  the  national  council  proceeded  slowly  and 
with  thoroughness.  To  date,  it  has  accredited  595  facilities  in  43 
States  with  a  total  of  39,530  beds.  ""^"^ 

At  the  present  time,  however,  we  are  processing  on  the  average  of 
12  new  nursing  home  applications  each  week.  At  this  rate,  we  will 
have  surveyed  approximatehij2fifl-J^"ior^  nursing  homes  within  the  next 
18  months,  or  by  the  proposed  effective  date  of  the  nursing  home  pro- 
visions of  the  medicare  bill. 

The  national  council's  accreditation  program  is  recognized  by  many 
Blue  Cross  plans,  insurance  programs  and  by  the  Veterans'  Adminis- 
tration. In  one  or  two  instances  it  has  been  written  into,  and  promul- 
gated as,  State  regulations  governing  the  nursing  homes  in  which  the 
States  have  placed  their  public  assistance  patients. 

UTILIZATION  REVIEW 

The  national  council  has  rereviewed  its  standards  of  accreditation 
twice  in  the  past  2  years.  Its  sole  aim  is  to  raise  the  standards  of 
professional  care  in  nursing  homes  as  rapidly  as  possible.  It  is  al- 
ways looking  for  ways  to  improve  its  program.  For  this  reason  it 
does  not  ask  that  a  provision  be  inserted  in  H.E.  6675  to  the  effect 
that  the  Secretary  cannot  promulgate  standards  higher  than  the  na- 
tional council  requires,  even  though  we  do  not  believe  this  will  happen 
because  of  the  national  council's  dedication  to  progress  and  improve- 
ment. 
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Along  this  line,  the  national  coinicil,  and  its  sponsoring  organiza- 
tions, has  had  under  consideration  for  some  time  the  accreditation  of 
other  extended  care  facilities  other  than  nursing  homes  as  well  as 
a  plan  which  includes  utilization  review. 

At  the  present  time,  no  other  accrediting  commission,  coimcil,  list- 
ing or  approval  body  has  provision  for  utilization  review  as  contem- 
plated by  section  1861(e)(6).  It  does  not  appear  feasible  for  each 
extended  care  facility  to  establish  its  own  utilization  review  mechan- 
ism. 

However,  the  national  council,  through  the  cooperation  of  one  of  its 
sustaining  members — the  American  Medical  Association) — now  is  on 
the  threshold  of  incorporating  such  a  mechanism  in  its  accreditation 
program. 

The  proposal  embodies  the  creation  of  a  "medical  staff  equivalent" 
by  the  local  county  medical  society  for  the  "aggregate  of  extended  care 
facilities''  within  the  local  commimity.  In  this  activity  there  would 
be  close  cooperation  between  the  members  of  the  local  medical  com- 
mimity and  the  achninistrators  of  extended  care  facilities.  Within  the 
committee  structure  would  be  contained  the  equivalent  of  the  hospital 
executive  committee,  the  medical  audit  committee,  the  procedural  re- 
view committee  and  the  utilization  revieAv  committee. 

The  concept  is  detailed  more  explicitly  in  the  draft  of  the  document 
labeled  "Physician-Long  Term  Care  Facility  Kelationships,"  dated 
February  11,  1965,  attached  to  my  statement  as  appendix  C,  dis- 
tributed to  members  of  your  committee. 

The  ultimate  judges  of  appropriate  utilization  of  extended  care 
facilities  must  be  physicians  in  each  instance.  The  proposed  concept 
requires  that  this  judgment  be  made  by  a  committee  of  physicians  not 
directly  involved  with  the  treatment  of  the  patients  in  question.  Con- 
sequently, the  committee  would  be  as  free  as  possible  of  influence  from 
whatever  quarter  in  arriving  at  its  decisions  from  patient  to  patient. 
It  would  be  more  at  liberty  to  express  its  opinions  without  trepidation. 
The  Xational  Goimcil  for  the  Accreditation  of  Xursing  Homes,  sup- 
ported as  it  is  by  the  American  Z\Iedical  Association,  appears  to  be  the 
only  accrediting  body  for  extended  care  facilities  havmg  the  potential 
to  incorporate  a  means  of  utilization  review  within  its  framework  at 
this  time. 

It  is  recommended,  therefore,  that  section  1865  of  H.R.  6675  be 
amended  as  follows : 

Sec.  1865.  An  institution  shall  be  deemed  to  meet  tlie  requirements  of  tlie 
numbered  paragraphs  ui)  of  section  1861(e)  (except  paragraph  (6)  thereof) 
if  such  institution  is  accredited  as  a  hospital  by  the  Joint  Commission  on  Ac- 
creditation of  Hospitals,  and  (b)  of  section  lS61(j)  (except  paragraph  (6) 
thereof  )  if  such  institution  is  accredited  as  a  skilled  or  intensive  care  nursing 
home  by  the  Xational  Council  for  the  Accreditation  of  Nursing  Homes, 

If  such  commission  or  council,  as  a  condition  for  accreditation  of  a 
hospital  or  an  extended  care  facility,  as  the  case  may  be,  requires  a 
utilization  review  plan  or  imposes  any  other  requirement  which  serves 
substantially  the  same  purpose,  the  Secretary  is  authorized  to  find  that 
all  institutions  so  accredited  by  the  commission  or  council,  as  the  case 
may  be.  comply  also  with  section  1861  (e)  (6) . 

Tliank  you  veiw  much,  Mr.  Chairman,  and  I  will  be  happy  to  re- 
spond to  questions. 
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Senator  Axdersox.  Are  those  papers  wliicli  you  sent  along  rather 
long?  I  think  it  best  we  receive  appendix  D  for  the  files  of  the  com- 
mittee and  not  place  it  in  the  record. 

Is  that  agreeable  with  you  ? 

Dr.  Salmon.  Yes,  sir. 

Senator  LfOxo.  Let  me  see  if  I  understand  this.  You  are  saying  that 
a  nursing  home  would  be  eligible  to  participate  in  the  program  if  it 
were  either  approved  by  the  Secretaiy,  as  I  understand  it  or  by  the 
council  that  you  have  here. 

Is  that  the  case  or  would  you  provide  tliat  they  had  to  be  approved 
by  both? 

Dr.  Salmon.  A  long-tenn  extended  care  facility,  sir,  would  be  ap- 
proved by  the  national  council.  An  acute  hospital  would  be  approved 
by  the  Joint  Commission  on  Accreditation  of  Hospitals. 

Senator  Long.  Well  now,  as  I  understand  it,  you  don't  insist  on  the 
right  of  one  of  these  extended  care  facilities  to  participate  if  the  Sec- 
retary approves  it,  and  your  council  does  not,  I  take  it. 

In  other  words,  as  I  understand  it,  the  Secretary  would  have  the 
right  to  pass  judgment  on  the  extended  care  facility  and  impose  stand- 
ards higher  than  your  council  ? 

Dr.  Salmon.  Yes ;  this  I  understand  is  the  basic  provisions  of  the 
bill.  The  Secretary  may  set  up  whatever  standards  he  wishes.  But  as 
I  stated  in  the  statement,  it  is  unlikely  that  the  national  council  stand- 
ards would  be  lower  than  those  put  forth  by  the  Secretar3^ 

Senator  Long.  Well  now,  would  you  seek  an  amendment  that  would 
say  if  they  meet  the  Secretary's  standards  but  fail  to  meet  the  standards 
of  the  national  council  that  they  could  not  participate  in  the  program? 

Dr.  Salmon.  This  statement  suggests,  sir,  that  just  as  the  Joint 
Commission  on  Accreditation  of  Hopsitals  was  named  as  a  specific 
mechanism  for  identification  of  acute  hospitals,  in  which  medicare 
patients  would  be  treated,  so  accreditation  by  the  national  council 
would  be  recognized  as  a  mechanism  for  long,  extended  care  facilities 
where  a  patient  could  be  treated. 

There  are  other  mechanisms,  I  understand,  that  are  incoporated  in 
the  bill. 

Senator  Long.  AYhat  I  have  in  mind  is,  assuming  that  we  go  along 
with  you  and  recognize  your  group,  so  long  as  these  facilities  meet 
what  is  required  by  the  Secretary  of  Health,  Education,  and  Welfare, 
do  I  understand  you  would  not  insist  that  they  should  not  participate 
in  the  program  ?  Suppose  your  standards  are  higher  but  if  a  particular 
home  meets  the  standards  of  the  Secretary  of  HEW  then  you  are  not 
asking  that  it  be  barred  from  participating  in  the  program  ? 

Dr.  Salmon.  I  do  not  believe  that  this  is  the  intent,  sir,  nor  do  I 
believe  it  is  the  intent  for  hospitals,  either,  if  I  read  the  thing  correctly. 
Mr.  Pickens  may  be  able  to  amplify  this  for  you  further. 

Mr.  Pickens.  No,  Senator;  you  are  correct.  If  an  extended  care 
facility,  for  example,  has  not  been  surveyed  and  approved  by  the 
national  council,  as  long  as  it  still  meets  the  provisions  of  1861(e) 
and  whatever  additional  regulations  the  Secretary  issued  it  would  still 
be  eligible  under  the  bill.    You  are  correct. 

This  is  an  alternative. 

Senator  Long.  So,  in  other  words,  what  you  are  contending  is  that 
the  Secretary  could  look  at,  look  to  the  approval  of  the  ISTational  Coun- 
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cil  for  the  Accreditation  of  Xursiiig  Homes,  if  he  ^Yanted  to  accept 
that  as  satisfactory  indication  that  these  nursing  homes  are  all  right 
but  he  wouldn't  be  required  to  do  so. 

Mr.  PiCKExs.  That  is  correct.  He  could  accept  the  bare  provisions 
of  the  bill,  for  example,  in  accepting  a  nursing  home  as  a  provider 
of  services  or  he  could  require  additional  regulations  or  he  could  accept 
the  program  of  the  national  council.  He  really  would  have  three 
alternatives. 

Senator  LoxG.  Thank  you. 

Senator  Andersox.  Doctor,  do  I  read  this  correctly,  that  you  have 
now  accredited  595  institutions  in  43  States? 
Dr.  Salmox.  Yes. 

Senator  Axdersox.  Have  they  been  accredited  as  intensive  care 
facilities  or  skilled  nursing  homes  ? 

Dr.  Salmox.  They  have  accredited  all  classes,  sir.  I  don't  have 
the  breakdown  at  the  moment.  I  can  provide  it  for  you. 

(The  breakdown  was  not  furnished  as  promised.) 

Senator  Axdersox.  Have  your  standards  been  published  and  made 
available  to  the  public  ? 

Dr.  Salmox.  Yes,  sir;  they  have  and  a  copy  of  them  are  attached 
hereto. 

(In  committee  files.) 

Senator  Axdersox.  Has  your  program  developed  to  a  point  where 
it  uses  objective  criteria,  say,  for  instance  of  fire  safety,  which  experi- 
ence shows  has  been  respected  uniformly  throughout  the  countiw  ? 

Dr.  Salmox.  Yes,  sir;  there  are  regulations  having  to  do  with  the 
safety  of  the  patient. 

Senator  Axdersox.  Those  are  included  in  the  standards  which  you 
have  supplied  to  us  ? 

Dr.  Salmox.  Yes,  sir. 

Senator  Axdersox.  Is  it  true  these  proprietary  homes  sort  of  gravi- 
tate toward  your  program  and  nonprofit  homes  toward  the  American 
Hospital  Association  program  ? 

Dr.  Salmox.  This  is  an  oj)inion  which  I  think  I  am  not  qualified 
to  answer  nor  do  I  believe  anyone  is. 

Senator  Axdersox.  Well,  you  say  it  is  an  opinion.  I  am  merely 
asking  isn't  it  true  that  most  of  the  proprietaiy  places  want  your 
program  and  the  nonprofit  ones  want  the  Hospital  Association 
program  ? 

Mr.  PiCKEXs.  Senator,  if  I  may  answer  that,  I  don't  think  that  is 
the  case. 

The  American  Xursing  Home  Association,  which,  along  with  the 
American  Medical  Association  which  sponsors  tliis  national  council, 
represents  both  proprietary  and  nonproprietary  hom.es. 

As  a  matter  of  fact,  I  believe  they  have  more  nonprofit  homes  than 
AAHA  has.  About  15  percent  of  the  American  Xtirsing  Home  Asso- 
ciation are  nonprofit.  Their  total  membership  is  over  5,000.  In 
answer  to  vour  question  on  the  number  of  beds  accredited  there  are, 
I  think,  39^500  beds. 

Senator  Ax'dersox.  Your  statement  says  39.500,  yes. 

Mr.  PiC3o:xs,  5,000  of  those  beds  are  intermediate  care  homes,  and 
we  are  not  askinc-  that  our  intermediate  care  cateoforv  be  recofrnized. 
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So,  of  the  homes  that  would  qualify  under  the  bill  as  defined  as  an 
extended  care  facility  to  be  eligible,  at  the  present  time  you  would 
have  approximately  35,000-plus  beds  that  have  been  accredited. 

Senator  Anderson.  My  question  relates  to  this  question  of  the  non- 
profit and  the  profit  institutions.  The  profit  institutions  seem  mainly 
directed  toward  your  accreditation. 

The  nonprofit  prefer  the  American  Hospital  Association,  isn't  that 
correct  ? 

Mr.  Pickens.  No,  I  don't  believe  that  is  correct.  Senator,  we  can 
supply  you  with  figures. 

(The  figures  were  not  furnished  as  promised.) 

Senator  Anderson.  You  can  ?    Thank  you  very  much. 

Mr.  Pickens.  Senator,  I  wonder  if  appendixes  A,  B,  and  C  could 
be  entered  into  the  record? — C,  I  think,  is  very  important,  because  it 
is  a  new  concept  of  utilization  review. 

Senator  Anderson.  They  will  be  printed  in  the  record. 

Thank  you  very  much. 

Dr.  Salmon.  Thank  you. 

(The  information  referred  to  follows :) 

Appendix  A 

Suggested  NCANH  Amendments  to  Medicare  H.R.  6675  (House-Passed  Bill) 

I.  Amend  section  1863  by  striking  out  the  words  "listing  or"  on  line  7  between 
the  word  "National"  and  the  words  "accrediting  bodies." 

Explanation :  Mere  listing  bodies  should  not  be  consulted  in  such  serious  mat- 
ters as  professional  nursing  home  care.  Listing  is  not  a  guarantee  of  quality 
or  high  standards  as  is  accreditation.  To  leave  "listing"  in  the  bill  will  only 
serve  to  confuse  the  issue  and  make  one  believe  something  that  is  not  true  or 
valid. 

II.  Amend  section  1865  under  the  heading  "Effect  of  Accreditation"  by  strik- 
ing out  the  present  section  and  amending  it  to  read  as  follows  : 

"Sec.  1865.  An  institution  shall  be  deemed  to  meet  the  requirements  of  the 
numbered  paragraphs  (a)  of  section  1861(e)  (except  paragraph  (6)  thereof) 
if  such  institution  is  accredited  as  a  hospital  by  the  Joint  Commission  on  the 
Accreditation  of  Hospitals,  and  (&)  of  section  1861  (j)  (except  paragraph  (6) 
thereof)  if  such  institution  is  accredited  as  a  skilled  or  intensive  care  nursing 
home  dy  the  National  Council  for  the  Accreditation  of  Nursing  Homes.^  If  such 
Commission  or  Council,  as  a  condition  for  accreditation  of  a  hospital  or  an  ex- 
tended care  facility,  as  the  case  may  he,  requires  a  utilization  review  plan  or 
imposes  any  other  requirement  which  serves  substantially  the  same  purpose, 
the  Secretary  is  authorized  to  find  that  all  institutions  so  accredited  by  the 
Commission  or  Council,  as  the  hase  may  he,  comply  also  with  section  1861(e) 
(6).  In  addition,  if  the  Secretary  finds  that  accreditation  of  an  institution  or 
agency  by  the  American  Osteopathic  Association  or  any  other  independent  ac- 
creditation body  provides  reasonable  assurance  that  any  or  ail  of  the  conditions 
of  section  1861  (e),  (j),  or  (o),  as  the  case  may  be,  are  met,  he  may,  to  the 
extent  he  deems  it  appropriate,  treat  such  institution  or  agency  as  meeting  the 
condition  or  conditions  with  respect  to  which  he  made  such  finding. 

Explanation:  A  national  accreditation  program  that  has  been  undertaken 
by  an  independent  body  such  as  the  National  Council  for  the  Accreditation  of 
Nursing  Homes,  and  is  not  unilateral,  should  be  recognized.  The  composition 
of  the  national  council  is  similar  to  the  Joint  Commission  on  the  Accreditation 
of  Hospitals.  The  national  council  is  composed  of  five  outstanding  physicians  and 
four  outstanding  nursing  home  administrators,  among  whom  are  a  former  hospital 
administrator,  an  outstanding  medical  social  worker,  and  a  well-known  regis- 
tered nurse  with  many  years  of  experience  as  a  public  health  nurse  and  also 
as  a  private  duty  nurse.  The  chairman  of  the  national  council.  Dr.  H.  Close 
Hesseltine,  is  also  a  member  of  the  Joint  Commission  on  the  Accreditation  of 
Hospitals. 


1  Italic  indicates  matter  added  to  House-passed  bill. 
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The  joint  eommissiou  is  likewise  comiKised  of  physicians  and  hospital  adminis- 
trators. The  standards  of  the  national  council  are  equally  as  high  in  the  nurs- 
ing home  lield  as  those  of  the  joint  commission  are  in  the  hospital  field.  Since 
the  bill  recognizes  the  joint  commission  in  the  hospital  field,  there  is  no  reason 
other  than  oversight  as  to  why  the  national  council  should  not  be  recognized  in 
the  nursing  home  field. 

Appendix  B 

BlOGEAPHY  OF  THE  MeMBEES  OF  THE  NATIONAL  COUNCIL  FOE  THE  ACCEEDITATION 

OF  XuEsiNG  Homes 

The  National  Council  for  the  Accreditation  of  Nursing  Homes  has  a  rather 
distinguished  board  of  directors,  composed  of  five  outstanding  physicians  and 
four  outstanding  nursing  home  leaders. 

The  chairman  is  Dr.  H.  Close  Hesseltine,  Chicago,  a  leading  private  practi- 
tioner and  a  professor  of  obstretrics  and  gynecology  at  the  University  of  Chicago 
Medical  School.  He  is  a  member  of  the  joint  commission  on  the  accreditation 
of  hospitals.  He  is  past  president  of  State  of  Illinois  Medical  Society.  He  has 
also  served  on  various  boards  and  committees  of  the  Chicago  Medical  Society, 
the  Illinois  Medical  Society,  and  the  American  Medical  Association. 

Its  vice  chairman  is  Mr.  Alton  Barlow,  of  Canton.  N.Y..  a  former  president 
of  the  .American  Nursing  Home  Association  (1960-62)  ;  vice  chairman  of  joint 
council  to  improve  the  health  care  of  the  aging  (1960-62)  ;  chairman  of  tripartite 
liaison  committee.  AMA.  AHA.  and  ANHA  (1960)  ;  president.  New  York  State 
Nursing  Home  Association  (1953-61)  ;  member  of  White  House  Conference  on 
Aging  (1960)  ;  member  of  New  York  Governor's  committee  on  aging  (1959- 
61)  ;  fellow  and  member  of  the  board  of  directors  of  American  College  of  Nursing 
Home  Administrators. 

Mr.  Barlow  graduated  from  the  Albany  Business  College  in  1933.  From  1933 
to  1940  he  wa?  a  ntirsing  home  administrator.  From  1040  to  1949  he  was  ad- 
ministrator of  the  first  general  hospital  in  Canton.  N.Y.  From  1950  to  date  he 
has  been  owner  and  administrator  of  the  Canton  Nursing  Home.  At  the  present 
time,  he  has  almost  completed  the  constrttction  of  two  new  nursing  homes,  one 
at  Ithaca.  N.Y..  and  the  other  at  Ogdensburgh,  N.Y. 

Its  secretary.  Mrs.  Vesta  Bowden.  is  a  registered  professional  nurse  and  out- 
standing nursing  home  administrator.  She  was  graduated  from  University  of 
Denver  with  a  B.S.  degree  in  science,  and  from  Columbia  University  with  a 
master's  in  public  health  nursing.  From  1948  to  1953.  she  was  director  of 
public  health  nursing  for  the  Colorado  State  Department  of  Public  Health.  Prior 
to  that  time  she  had  been  in  visiting  nursing  service  in  Public  Health  Depart- 
ment of  the  City  of  Montclair,  N.J.  She  was  first  trained  nurse  in  public 
health  nursing  and  acted  as  the  community  public  health  nurse  in  Oklahoma 
City,  Okla. 

For  the  past  15  years  she  has  been  a  nursing  home  owner  and  administrator 
in  Atirora,  Colo.  Governor  Johnson  appointed  her  to  the  Colorado  Commission 
on  Aging  (1957-59).  She  has  been  a  regional  vice  president  (1958).  chairman 
of  ethics  committee  C1960-  )  and  a  member  of  accreditation  committee 
(196^?*-    )  of  American  Nursing  Home  Association. 

She  is  a  member  of  the  board  of  directors  and  past  president  of  the  Colorado 
Nursing  Home  Association,  Business  &  Professional  Woman's  Association  of  Den- 
ver and  was  chosen  Woman  of  the  Year  in  1959. 

Three  of  the  other  directors  are  Dr.  Frederick  C.  Swartz.  Lansing.  Mich.,  a 
leading  internist  with  wide  exx)€rience  in  the  field  of  diseases  of  the  aged 
and  aging,  among  others,  and  chairman  of  the  American  Medical  Association's 
Committee  on  Aging.  Dr.  Swartz  is  an  M.D.  and  FACP :  is  chief,  depart- 
ment of  internal  medicine.  St.  LavvTence  hospital :  diplomat.  American  Board  of 
Internal  Medicine ;  chairman.  American  Medical  Association  Committee  on  Ag- 
ing :  member.  American  College  of  Physicians ;  past  chairman,  joint  council 
to  improve  the  health  care  of  the  aging.  International  and  American  Gerontologi- 
cal Societies,  American  Geriatric  Society. 

Mrs.  Eleanor  Baird.  of  New  Milford,  Conn,,  is  a  leading  medical  social  worker 
with  IT  years'  experience  in  the  field  of  accreditation.  She  was  graduated 
from  the  College  of  Ste.  Rose  and  the  Fordham  University  School  of  Social  Work. 
She  has  been  director  of  personnel  and  employment  for  a  large  printing  firm. 
She  organized  and  was  the  first  director  of  medical  social  services  of  St.  Barna- 
bas Hospital  for  Chronic  Diseases  and  its  affiliated  Broker  Home  for  Aged  in 
Bronx.  N.Y. 

47-140— 65— pt.  2  1.3 


716 


SOCIAL  SECURITY 


Stie  was  the  prime  mover  in  accreditation  in  the  State  of  Connecticut.  She 
has  been  chairman  of  ANHA  accreditation  committee  since  1961.  She  has  been 
chairman  of  the  National  Council  for  Accreditation  of  Nursing  Homes  (1963)  ; 
member  of  Advisory  Committee  to  White  House  Conference  on  Aging  (I960)  ; 
treasurer  of  the  Connecticut  Chronic  and  Convalescent  Hospital  Association. 
She  is  active  in  many  organizations  concerned  with  problems  of  chronic  diseases 
and  aging.  For  the  past  several  years  she  has  been  administrator  of  the  Twin 
Pines  Convalescing  Hospital  of  New  Milf ord. 

Dr.  John  H.  Kelley,  of  Des  Moines,  Iowa,  is  a  specialist  in  orthopedics  and 
physical  medicine.  He  graduated  from  Northwestern  Medical  School,  interned  at 
Cook  County  Hospital  in  Chicago  and  served  his  residency  at  Mayo  Clinic  in 
Rochester,  Minn.  He  is  a  diplomat,  Board  of  Orthopaedic  Surgery;  member. 
Academy  of  Orthopaedic  Surgeons,  Clinical  Orthopaedic  Society;  Mid-Central 
States  Orthopedic  Society,  and  American  Medical  Association. 

He  is  a  member  of  the  board  of  directors  of  Iowa  Arthritis  and  Rheumatism 
Society,  Des  Moines  Convalescent  Home,  and  Employers  Mutual  Cos.  (of  which 
he  is  also  medical  director) . 

Among  other  outstanding  directors  are  Dr.  Pierre  Salmon,  San  Mateo,  Calif,, 
a  leading  public  health  officer  and  a  member  of  the  California  Commission  for 
the  Accreditation  of  Nursing  Homes  and  Related  Facilities.  He  is  superintendent 
of  institutional  clinical  services  for  San  Mateo  County,  Calif.  As  such,  he  is 
responsible  for  640  patients  in  proprietary  nursing  homes  in  San  Mateo  County 
and  a  total  of  800  to  900  patients  in  long-term-care  facilities  including  a  rehabili- 
tation center  and  TB  sanitarium.  He  is  engaged  in  the  private  practice  of 
medicine,  specializing  in  cardiovascular  diseases. 

He  is  chairman.  California  on  Health  Care  of  the  Aging;  a  member  Bay  Area 
Health  Facilities  Planning  Association ;  vice  president,  Bay  Area  Welfare  and 
Planning  Federation ;  and  chairman,  San  Mateo  County  Health  Facilities  Plan- 
ning Committee.  He  is  a  well-known  author  and  lecturer. 

Dr.  Wilson  T.  Sowder,  Jacksonville,  Fla..  is  a  well-known  physician  and  the  com- 
missioner of  health  for  the  State  of  Florida.  He  received  his  medical  education 
at  University  of  Virginia.  He  received  his  M.P.H.  degree  from  Johns  Hopkins. 
He  received  his  postgraduate  hospital  training  at  University  of  Iowa  Hospital, 
Iowa  City;  St.  Luke's  Hospital,  San  Francisco,  and  U.S.  Public  Health  Service. 
During  the  course  of  his  public  health  service,  his  various  assignments  included 
hospital  work,  quarantine  service,  and  Coast  Guard  service  in  Alaska  ;  consultant 
on  communicable  disease  control  with  War  Shipping  Administration,  and  regional 
consultant  to  the  Dallas  Regional  Office  of  Public  Health  Service. 

From  1945  to  1961  and  from  1963  to  date  he  has  been  State  health  officer  for 
the  State  of  Florida.  During  the  interim  period  he  was  chief,  Office  of  Aging, 
Bureau  of  State  Services,  Public  Health  Service,  in  Washington. 

Among  other  positions,  he  has  been  a  member  of  U.S.  delegation  to  13th 
World  Health  Conference  at  Geneva ;  chairman,  section  of  preventive  medicine, 
American  Medical  Association;  consultant  AID  program  to  Ecuador;  president, 
Florida  Public  Health  Association;  president,  American  Association  of  Public 
Health  Physicians ;  and  president,  State  and  Territorial  Health  Officers  Asso- 
ciation. 

Mrs.  Pauline  Williams,  of  Phoenix,  Ariz,,  is  an  outstanding  nursing  home 
administrator.  She  graduated  in  nursing  from  Mennonite  Hospital  in  1923. 
Thereafter  she  did  private  duty  nursing.  She  then  studied  physiatry  and  social 
studies  at  University  of  Oklahoma  and  at  Menninger  Clinic  at  Topeka,  Kans. 
She  was  president  of  Arizona  Association  of  Nursing  Homes  for  4  years  ;  member, 
ANHA  accreditation  committee  for  past  several  years.  She  is  a  member  of 
board  of  directors  of  Business  and  Professional  Women's  Club  of  Phoenix  and 
vice  president  of  the  Phoenix  club. 

Appendix  C 

Phtsican — Long-Term-Care  Facility  Relationships 

(A  concept  intended  to  assist  component  medical  societies  in  developing  a  struc- 
ture for  close  liaison  between  the  medical  community  and  facilities  providing 
supportive  care  for  chronically  ill  patients) 

The  guiding  principles  for  physician-hospital  relationships,  adopted  by  the 
California  Medical  Association  inl960,  has  been  useful  in  acquainting  physicans 
with  the  organizational  patterns  of  hospital  medical  staffs  and  delineating  the 
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responsibilities  of  physicians  as  hospital  staff  members.  In  an  attempt  to  pro- 
vide similar  guidelines  for  physicians  treating  patients  in  long-term-care  facili- 
ties, the  California  Medical  Association  has  adopted  this  set  of  principles  for 
use  in  the  several  types  of  institutions  devoted  to  care  of  chronically  ill  and 
disabled  patients. 

The  document  provides  a  format — 

(1)  Which  should  increase  the  interest  and  active  participation  of  com- 
munity physicians  in  the  affairs  of  long-term  facilities  ; 

(2)  Through  which  administrators/operators  of  long-term  care  facilities 
may  communicate  effectively  with  physicians  ;  and 

(3)  Which  should  result  in  improved  quality  of  medical  and  nursing  care 
in  long-term  facilities. 

Because  physicians  are  acquainted  with  the  concept  of  medical  staff  commit- 
tee structure  and  activities,  this  pamphlet  is  constructed  in  a  format  comparable 
to  that  of  the  physician-hospital  relationship  guiding  principles. 

The  basic  principle  on  which  these  guidelines  for  long-term-care  facilities 
stands  is  the  establishment  of  a  "medical  staff  equivalent"  by  the  component 
county  medical  society  for  the  "aggregate  community  of  long-term-care  facili- 
ties." 

By  this  is  meant  that  the  medical  society  in  a  county  would  join  with  repre- 
sentatives of  long-term-care  facilities  to  create  the  "medical  staff  equivalent"  and 
its  various  committees  as  described  below  to  achieve  the  objectives  listed  above. 
In  larger  communities  it  may  be  necessary  for  the  county  medical  society  to 
carry  out  this  function  on  a  district  basis  rather  than  as  a  single  entity,  either 
because  of  geographic  considerations  or  population  distributions.  In  smaller 
communities,  some  of  the  committee  functions  may  be  combined  in  conformance 
with  local  needs.  The  principles  will  be  set  forth  on  the  assumption  that  the 
county  planning  to  utilize  the  method  is  of  such  a  size  that  each  of  the  committees 
may  function  as  described.  Local  adaptations  of  the  concept  may  be  extremely 
variable  but  the  central  theme  of  bringing  together  members  of  the  medical 
society  and  members  of  the  community  of  long-term-care  facility  administrators 
for  the  welfare  of  the  patients  and  for  mutual  support  should  not  be  lost.  Thus, 
there  would  be  a  single  "medical  staff  equivalent"  for  all  the  facilities  in  a 
county  or  a  district,  not  a  separate  "medical  staff"  for  each  facility.  It  should  be 
kept  in  mind  that  physicians  serving  on  the  various  committees  of  the  "medical 
staff  equivalent"  will  not  be  involved  in  direct  patient  care  any  more  than  they 
would  be  if  serving  on  hospital  medical  staff  committees. 

DEFINITION  OF  LONG-TEEM-CAEE  FACILITIES  IN  CALIFORNIA 

There  is  confusion  among  physicians  as  well  as  in  the  public  mind  about  the 
definitions  of  long-term-care  facilities  in  general.  Many  attempts  have  been 
made  to  describe  the  variety  of  services  available  in  the  different  categories,  but 
labels  tend  to  be  used  inexactly  and  inappropriately  by  the  majority  of  physicians 
and  practically  all  lay  persons.  In  California,  the  State  department  of  public 
health  is  responsible  for  licensing  facilities  providing  long-term  medical  and/or 
nursing  care.  The  facilities  are  licensed  under  the  generic  term  "hospital," 
which  includes  such  installations  as  sanatoriums,  nursing  homes,  convalescent 
homes,  convalescent  hospitals,  chronic  disease  hospitals,  tuberculosis  nursing 
homes,  tuberculosis  hospitals,  and  specialized  hospitals.  The  characteristic 
which  these  facilities  have  in  common  is  their  structure  designed  to  provide  medi- 
cal and/or  nursing  care  for  patients  with  long-term  illnesses  or  disabilities,  or 
for  patients  convelescing  from  an  acute  illness  or  disability.  General  hospitals 
are  primarily  structured  to  treat  illnesses  and  disabilities  of  relatively  short 
duration. 

The  State  department  of  social  welfare,  on  the  other  hand,  is  responsible  for 
licensing  so-called  rest  homes,  either  directly  or  by  delegation  of  this  responsi- 
bility to  Individual  counties,  depending  on  the  size  or  capacity  of  the  home.  Best 
homes  are  also  known  by  a  variety  of  other  names,  including  homes  for  the  well- 
aged,  boarding  homes,  group  care  facilities,  domicilary  care  facilities,  congre- 
gate living  homes,  retirement  living  homes  and  nonmedical  out-of-home  facilities. 
There  may  also  be  other  synonyms.  Residents  in  these  facilities  are  provided 
with  food  and  shelter,  medical  and/or  nursing  care  being  available  only  inci- 
dentally. The  analogy  to  a  person  living  in  his  own  home  may  be  made.  If  the 
resident  of  a  boarding  home  can  take  his  medications  without  assistance  or  with 
minimal  assistance  from  the  operator,  he  is  appropriately  situated.   If  he  is  not 
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self-sufficient  to  this  degree,  if  he  requires  nursing  care  or  supervision  regularly, 
and  is  under  the  professional  care  of  a  physician  for  the  illness  or  disability 
which  makes  him  dependent  on  nursing  care  or  supervision,  by  law,  he  may  not 
be  retained  in  a  boarding  home. 

Similarly,  the  State  department  of  mental  hygiene  is  responsible  for  licensing 
long-term-care  facilities  looking  after  the  mentally  ill.  These,  too,  are  divided 
into  categories  roughly  comparable  to  the  installations  under  the  jurisdiction  of 
both  the  State  department  of  public  health  and  the  State  department  of  social 
welfare.  The  types  with  which  comparison  may  be  made  are  type  G,  facilities 
for  mentally  ill  senile  patients,  and  type  R,  residential  care  centers  for  mentally 
retarded  or  emotionally  disturbed  patients. 

The  distinctions  are  not  precise.  There  are  many  areas  of  potential  overlap 
and  a  person  may  have  his  needs  for  support  change  from  time  to  time  in  a 
chronic  situation.  The  vagueness  of  the  categories  may  be  diminshed  in  spe- 
cific cases  by  consultation  between  the  physician  and  the  administrator  of  the 
prospective  long-term  facility  about  the  needs  of  the  x>atient  or  resident  in  ques- 
tion. If  discussion  takes  place  before  placement,  the  responsible  administrator 
will  invariably  state  whether  or  not  his  facility  is  designed  and  operated  to  take 
proper  care  of  the  person  seeking  aid.  Additionally,  there  is  variation  among  the 
abilities  of  facilities  licensed  as  nursing  homes  to  handle  different  types  of  medical 
problems.  Some  homes  can  provide  a  highly  sophisticated  level  of  professional 
care,  while  others  may  merely  be  capable  of  giving  a  minimal  sort  of  custodial 
care  to  patients  of  advanced  age  or  with  diseases  of  advanced  and  irreversible 
natures. 

These  guiding  principles  are  desi2:ned  to  foster  the  interchange  of  information 
about  facilities  and  their  capabilities  between  physicians  and  administrators. 

ACCREDITATION  OF  LONG-TERM-CARE  FACZLITIES 

Accreditation  of  hospitals  has  been  in  existence  for  almost  half  a  century  and 
has  been  an  important  factor  in  improving  the  quality  of  medical  care  in  many 
hospitals  across  the  country.  Accreditation  of  long-term-care  facilities  is  a 
relatively  new  activity,  not  yet  having  the  far-reaching  effects  obtained  in  hos- 
pitals. The  principle,  however,  is  similar.  Essentially,  the  process  consists  of 
survey  of  a  facility  by  the  representative  of  a  nongovernmental  agency  which 
has  developed  standards  of  performance  considered  to  be  compatible  with  a  c:ood 
quality  of  medicaf  and/or  nursing  care.  The  surveyor  uses  the  standards  to 
assess  the  capability  of  a  facility  to  provide  such  care.  A  certificate  is  generally 
issued  attesting  to  the  fact  that,  in  the  judgment  of  the  accrediting  body,  the 
facility  has  the  capability  of  performing  in  accordance  with  the  standards  and 
was  doing  so  at  the  time  of  survey.  The  certificate  is  generally  valid  for  a  neriod 
of  several  years,  as  long  as  the  facility  remains  under  the  same  ownership  or 
administration.    Resurvey  is  carried  out  periodically. 

Licensure  by  a  Government  agency  is  primarily  concerned  with  standards  of 
construction,  safety,  and  certain  areas  of  performance.  The  licensing  agency 
usually  carries  on  periodic  inspections  and  has  policing  power  to  compel  the 
facility  to  comply  with  official  regulations.  The  accrediting  body  is  a  voluntary 
group  and  has  no  such  power,  having  to  rely  on  the  authority  of  education  and 
persuasion  to  attain  its  goals.  However,  the  denial  of  accreditation  after  survey 
is  frequently  a  potent  force  affecting  the  quality  of  operation  in  long-term 
facilities. 

MAINTENANCE  OF  QUALITY  CARE  IN  LONG-TERM-CARE  FACILITIES 

These  guiding  principles  suggest  a  means  by  which  good  quality  care  can  be 
reasonably  assured  in  fostering  improved  communication  between  physicians  and 
administrators  of  long-term-care  facilities  and  creating  a  mechanism  conducive 
to  the  solution  of  many  problems  shared  by  the  two  groups. 

The  guiding  principles  contain  basic  concepts  designed  to  serve  the  public  in- 
terest. They  are  not  precise  mechanisms  for  universal  use  but  rather  should 
serve  as  descriptions  of  goals  to  be  achieved.  The  underlying  philosophy  ap- 
pears to  have  sufficient  validity  to  be  applicable  to  any  area  throughout  the 
country,  from  the  smallest  community  where  perhaps  a  single  facility  may  exist, 
to  large  metropolitan  centers  with  a  great  number  of  institutions.  Application 
of  the  guiding  principle  assumes  an  expenditure  of  energy  by  the  membership 
of  the  county  medical  society,  but  the  total  level  of  energy  expenditure  should  be 
proportionately  equal  in  a  small  community  to  the  effort  made  in  a  large  one, 
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for  obvious  reasons.  The  committee  activities  should  be  spread  among  as  many- 
physicians  as  is  feasible  in  a  given  locale  to  avoid  the  pitfall  of  having  a  few 
individuals  involved  in  the  situation  with  the  bulk  of  physicians  abrogating 
their  responsibilities  in  this  increasingly  important  field. 

The  quality  of  general  care  which  patients  receive  is  affected  by  the  coopera- 
ation,  understanding,  and  coordination  reflected  in  high  morale  and  good  rapport 
existing  among  the  physicians,  the  administrative  staff,  the  nursing  staff,  and 
the  governing  body  of  a  facility. 

ROLE  OF  THE  GOVERNING  BODY  IN  LONG-TERM-CARE  FACILITIES 

The  governing  authority  of  a  long-term-care  facility  may  be  a  governmental 
agency,  an  elected  or  appointed  board  of  trustees,  a  board  of  directors,  an  in- 
dividual proprietor,  a  corporate  proprietor,  or  a  partnership.  Hereinafter  it  shall 
be  referred  to  as  the  governing  body.  It  is  legally  and  morally  resix)nsible  for 
the  manner  in  which  the  facility  is  conducted,  including  the  responsibility  that 
each  patient  in  the  facility  is  being  treated  regularly  by  a  physician  legally 
licensed  to  practice  medicine. 

ROLE  OF  THE  PHYSICIAN  IN  THE  LONG-TERM-CARE  FACILITY 

The  primary  responsibility  of  a  physician  is  to  render  medical  care  to  the 
ill  and  disabled  persons  who  have  selected  him  as  their  physician  or  who  have 
been  placed  in  his  care  by  a  responsible  agent.  In  discharging  his  responsibility 
he  is  expected  to  bring  to  bear  all  his  medical  skill  and  judgment.  His  resi>onsi- 
bility  in  long-term  situations  differs  in  no  way  from  those  inherent  in  acute 
illnesses  or  disabilities. 

ROLE  OF  COMMITTEES  IN  LONG-TERM-CARE  FACILITIES 

It  is  through  the  combined  activities  of  the  committees  described  below  that 
continuing  direct  control  of  the  quality  of  medical  and/or  nursing  care  may  be 
maintained.  Even  though  a  community  may  see  fit  not  to  establish  each  of  the 
committees  as  described,  it  is  important  that  the  functions  enumerated  for  each 
committee  be  contained  within  the  operational  framework  as  it  is  finally  con- 
stituted. The  specific  format  of  the  relationship  matrix  between  physicians 
and  the  others  responsible  for  provision  of  long-term  care  to  patients  is  im- 
material so  long  as  the  basic  mechanisms  for  interaction  are  preserved.  These 
committees  will  influence  the  interaction  of  the  governing  body,  the  administra- 
tive staff,  the  nursing  staff,  and  the  physicians  in  specific  facilities,  the  com- 
bination ultimately  responsible  for  the  level  of  performance.  Each  facility  may 
choose  the  intensity  of  care  which  it  deems  itself  capable  of  rendering,  but,  in 
each  instance,  it  must  be  prepared  to  provide  the  best  quality.  The  "medical 
staff  equivalent"  provides  the  means  of  insuring  the  maintenance  of  good-quality 
performance  at  whatever  level  of  intensity  by  means  of  joint  interaction  between 
physicians  and  representatives  of  long-term-care  facilities. 

1.  Executive  committee. — This  committee  should  consist  of  a  combination  of 
physicians  and  representatives  of  long-term-care  facilities.  The  total  number 
of  members  should  be  in  keeping  with  the  size  of  the  community  in  which  it  func- 
tions. The  ratio  between  physicians  and  institutional  representatives  should  be 
approximately  2  to  1.  The  physician  members  should  be  the  chairmen  of  the 
other  committees  described  below,  plus  enough  others  to  constitute  a  number 
which  may  function  efficiently  and  realistically.  Its  duties  would  be  to  coordi- 
nate the  general  policies  and  specific  activities  of  the  facilities  within  its  juris- 
diction. Acting  in  concert  with  a  representative  from  the  governing  body  of 
each  facility,  it  should  identify  the  intensity  of  nursing  care  available  in  the 
separate  institutions  based  on — 

(a)  The  expressed  desire  of  the  individual  governing  body  about  the 
intensity  of  care  which  it  intends  to  provide;  e.g.,  basic,  intermediate, 
intensive ; 

(&)  The  preparations  which  the  governing  body  has  made  to  deliver  the 
proposed  level  of  care  as  expressed  in  staffing  patterns,  availability  of  per- 
sonnel with  appropriate  abilities,  availability  of  equipment  for  use  by 
nursing  personnel  and  physicians  plus  the  physical  construction  of  the 
facility  itself ;  and 

(c)  Regular  assessments  of  the  manner  in  which  the  facility  as  an  entity 
is  carrying  out  its  functions. 
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The  executive  committee  should  be  responsible  for  publicizing  its  findings 
through  the  periodical  or  bulletin  which  most  county  medical  societies  publish 
regularly  for  physicians,  and  should  maintain  a  listing  of  homes  and  their  quali- 
fications at  the  society  headquarters  for  use  in  advising  the  public.  Because 
these  listings  would  result  from  the  concerted  action  of  physicians  and  adminis- 
trators/owners judging  their  peers,  it  can  be  expected  that  adequate  checks  and 
balances  will  operate  to  make  the  process  feasible  in  any  community  where  pro- 
fessional integrity  is  intact  and  the  motivation  of  all  concerned  is  directed  mainly 
toward  adequate  patient  care. 

The  executive  committee  should  be  paramount  among  the  suggested  commit- 
tees, should  set  policy,  anticipate  future  needs,  and  act  as  the  planning  body. 
It  should  be  the  final  determinant  in  all  decisions  recommended  by  the  other 
committees  and  should  be  responsible  ultimately  for  disciplinary  actions  involving, 
both  physicians  and  long-term-care  facilities.  It  should  be  employed  to  act 
appropriately  on  the  basis  of  its  deliberations.  Its  power  to  act  should  be  mani- 
fested mainly  through  educational  means  and  the  authority  of  informed  persua- 
sion whenever  possible,  but  it  should  recommend  disciplinary  sanctions  to  the 
appropriate  body  when  the  occasion  demands. 

2.  The  medical  audit  committee  should  consist  of  physicians  only,  sufiicient 
in  number  to  serve  the  community  in  which  it  operates.  The  chairman  should  be 
a  member  of  the  executive  committee.  The  committee  would  review  medical 
records  in  the  long-term-care  facilities  and  would  attempt  to  see  that  a  reasonable 
reconstruction  of  the  patient's  illness  could  be  made  from  the  information  put 
down  on  paper,  not  only  by  the  physician  but  by  other  personnel  in  contact  with 
the  patient.  It  would  not  be  thought  necessary,  for  instance,  to  have  a  "medical 
student"  type  history  and  physical  examination  recorded  in  the  long-term-facility 
chart,  but  a  description  of  the  patient's  illness  and  physical  findings,  adequate 
to  permit  a  new  physician  taking  over  the  case  to  understand  the  situation  and 
what  has  gone  on,  would  be  considered  minimal.  An  assessment  of  the  patient's 
prognosis  and  his  potential  to  profit  from  restorative  techniques  should  also  be 
included.  A  specific  plan  of  treatment  should  be  outlined,  preferably  in  confer- 
ence with  the  long-term-care  facility  staff,  and  recorded  in  brief  fashion.  Spe- 
cific orders  for  medications  and  treatment  procedures  should  be  written  and 
should  show  evidence  of  periodic  review.  Automatic  "stop  orders"  at  reasonable 
intervals  should  be  considered.  Progress  notes  should  be  made  at  each  visit. 
Evidence  of  regular  visits  by  the  physicians  should  be  recorded,  generally  at 
intervals  of  not  less  than  30  days,  and  more  often  if  the  clinical  state  warrants  it. 
Efforts  should  be  made  to  have  this  committee  function  by  educational  means, 
through  persuasion  and  precept.  Failing  success  through  this  means,  the  matter 
should  be  referred  to  the  executive  committee. 

The  medical  audit  committee  should  also  be  interested  in  the  way  individuals 
other  than  the  physician  in  contact  with  the  patient  record  their  observations 
and  actions.  It  might  be  concerned  with  developing  or  adopting  a  standard  set 
of  forms  to  be  used  in  the  long-term-care  facilities  of  the  community.  The 
quality  of  brevity  should  be  sought  in  the  standardized  forms  without  sacrificing 
the  essential  function  of  a  medical  record,  accurate  reflection  of  a  patient's  condi- 
tion during  the  various  phases  of  his  illness  or  disability. 

3.  The  procedural  review  committee  should  consist  of  an  equal  number  of 
physicians  and  representatives  from  long-term-care  facilities.  The  chairman 
should  preferably  be  a  physician  and  a  member  of  the  executive  committee.  The 
scope  of  this  group's  responsibility  should  be  to  review  the  whole  situation  as 
seen  by  someone  interested  in  the  patient  as  an  entity,  a  human  being  entitled 
to  the  best  efforts  of  the  treatment  group  to  which  his  case  has  been  given.  In 
order  to  take  advantage  of  all  the  resources  available  in  the  community,  both  in 
being  or  as  potential  aids,  this  committee  should  establish  and  maintain  continu- 
ing contact  with  knowledgeable  persons  working  in  a  variety  of  fields.  The  con- 
tact could  be  preserved  through  the  use  of  such  persons  as  consultants  to  the 
committee,  through  the  use  of  subcommittees,  or  by  whatever  means  will  best 
serve  in  a  given  instance.  Examples  of  persons  useful  in  this  way  would  be 
social  workers,  nurses,  therapists,  clergymen,  lay  individuals  with  specific  fields 
of  knowledge  and  interest,  members  of  the  community  council,  service  clubs, 
chambers  of  commerce,  and  others  with  unique  attributes  beneficial  in  long-term 
situations.  The  committee's  responsibility  should  entail  the  exercise  of  judgment 
for  the  most  part  and  it  should  attempt  to  establish  a  norm  of  performance  for 
the  medical  community  and  the  community  of  long-term-care  facilities  as  a 
point  of  reference.   Again,  its  function  would  have  to  be  largely  educational  and 
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persuasive  rather  than  authoritarian,  with  disciplinary  measures  brought  to 
bear,  as  suggested  above,  through  the  executive  committee. 

4.  The  utilization  committee  should  consist  solely  of  physicians,  with  the  num- 
ber in  keeping  with  the  size  of  the  community  in  which  it  functions.  The  chair- 
man should  be  a  member  of  the  executive  committee.  It  might  be  productive  to 
have  the  medical  consultant  to  the  county  welfare  department  as  a  member  of  the 
committee,  or  as  a  consultant  meeting  regularly  with  the  committee. 

The  utilization  committee  should  have  a  most  important  function  in  these  times 
when  payment  for  long-term  care  is  so  often  being  made  by  third  parties,  both 
governmental  and  nongovernmental.  Insurance  companies  have  been  hesitant 
about  developing  and  selling  policies  for  this  type  of  medical  care  because  of  the 
absence  of  "controls."  They  are  fearful  that  individuals  who  need  less  expensive 
domiciliary  care  will  be  housed  in  nursing  facilities  inappropriately  because  of 
the  existence  of  an  insurance  policy  covering  the  care  of  chronic  illness.  If  the 
utilization  committee  could  give  assurance  regularly  that  the  nursing  facilities' 
beds  are  being  used  for  the  treatment  of  long-term  illness  legitimately,  it  would 
go  a  long  way  toward  fostering  the  entry  of  more  underwriters  into  the  business 
of  paying  for  nursing  home  care  on  a  realistic  basis.  The  utilization  committee 
could  also  familiarize  itself  with  other  resources  available  in  the  community 
and  be  prepared  to  make  constructive  suggestions  about  the  use  of  boarding 
homes,  foster  homes,  home  care  programs,  housekeeping  services,  visiting  nurse 
services,  etc.,  when  a  decision  is  reached  that  a  specific  patient  is  occupying  a 
nursing-type  bed  inappropriately.  As  stated  previously,  constant  liaison  with 
appropriate  community  agencies  should  be  maintained  in  order  to  be  continuously 
aware  of  the  changing  resources  existent  within  the  community. 

The  utilization  committee  should  also  concern  itself  with  the  level  of  practice 
by  the  physicians  treating  patients  in  long-term  care  facilities  in  such  matters 
as  the  appropriate  use  of  diagnostic  laboratory  procedures,  judicious  prescription 
of  drugs  and  medications,  restorative  techniques,  and  regular  assessment  of  the 
entire  therapeutic  regimen. 

ACTIONS  OF  COMMITTEES 

The  initiative  in  the  formation  of  the  committees  should  be  taken  by  the  county 
medical  society.  The  responsible  officers  of  the  component  medical  society  should 
seek  out  their  counterparts  in  the  local  chapters  of  the  association  of  long-term 
care  facilities,  if  such  a  chapter  exists.  The  feasibility  of  organizing  the  com- 
mittee system  should  be  discussed  and  local  adaptations  of  the  basic  concept 
should  be  made  by  mutual  agreement.  The  relationships  between  the  medical 
society  and  the  long-term  care  association  should  be  on  a  peer  basis,  with  neither 
group  assuming  a  superior  role  or  an  inferior  role  during  the  development  stages 
or  at  any  time  throughout  the  continuing  functional  period  of  the  committees. 
If  no  local  association  of  long-term  care  facilities  exists  in  a  community,  the 
responsible  officers  of  the  component  medical  society  should  invite  the  representa- 
tives of  the  community's  long-term  care  facilities  to  meet  collectively  to  explore 
the  possibilities  of  committee  relationships. 

The  physician  members  of  the  committees  should  be  chosen  carefully.  They 
should  be  respected  members  of  the  medical  community.  They  should  have  the 
realization  that  responsibility  for  the  care  of  patients  in  long-term  care  facilities 
certainly  equals  the  responsibility  for  the  care  of  patients  with  acute  illnesses 
and  disabilities,  and  in  many  respects  exceeds  it.  Because  long  intervals  of  time 
are  involved  in  chronic  illness  and  disability,  the  need  for  communication,  plan- 
ning and  joint  effort  is  intensified  in  the  interest  of  effectiveness,  economy,  and 
efficiency. 

The  committees  should  meet  regularly  for  discussion  of  the  findings  resulting 
from  visits  to  the  facilities  of  the  community  and  for  periodic  assessment  of  their 
effectiveness.  As  experience  is  gained  and  mutual  confidence  is  established, 
modifications  of  the  original  methodology  may  be  brought  about  in  the  light  of 
locally  demonstrated  needs.  Visits  to  individual  facilities  should  be  made  on  a 
recurring  schedule,  sufficiently  often  so  that  the  committees  have  reasonable 
assurance  that  their  efforts  are  productive  for  the  patients,  for  the  physicians 
concerned  and  for  the  community  of  long-term  care  facilities.  The  committees 
should  be  ready  to  act  on  call  of  the  chairman  of  any  committee  or  when  the 
executive  committee  considers  it  necessary.  A  system  of  reporting  the  findings 
and  recommendations  of  the  committees  should  be  developed,  incorporating 
methods  for  review  of  recommendations  and  appeal  from  decisions  of  the  execu- 
tive committee. 
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The  officers  and  the  constituency  of  the  component  medical  society  should  recog- 
nize the  necessity  of  planning  for  the  increasing  number  of  patients  needing  long- 
term  care  and  the  expanding  expenditure  of  energy  made  in  their  behalf,  ex- 
pressed in  terms  of  money,  manpower,  and  material.  Each  of  these  can  be  con- 
sidered without  jeopardizing  the  proper  care  of  the  chronically  ill  patient  when 
cooperative  efforts  are  made  with  mutual  trust  in  the  integrity  of  all  individuals 
concerned  with  the  care  of  a  patient  over  a  prolonged  period.  In  fact,  the  quality 
of  care  would  undoubtedly  be  improved  in  such  instances,  all  other  things  being 
equal. 

Senator  Anderson.  The  next  is  Dr.  Gibson. 

STATEMENT  OE  DR.  ROBERT  W.  GIBSON,  MEDICAL  DIRECTOR,  THE 
SHEPPARD  AND  ENOCH  PRATT  HOSPITAL,  ON  BEHALF  OF  THE 
AMERICAN  PSYCHIATRIC  ASSOCIATION 

Dr.  Gibson.  Mr.  Cliairman,  and  members  of  the  committee,  I  am 
Dr.  Eobert  Gibson,  the  medical  director  of  the  Sheppard  and  Enoch 
Pratt  Hospital  of  Baltimore,  Md. 

I  have  been  designated  to  represent  the  American  Psychiatric  Asso- 
ciation. I  am  honored  to  have  this  opportunity  to  speak  to  you  on 
behalf  of  the  American  Psychiatric  Association  whose  15,000  members 
have  the  primary  responsibility  for  the  medical  treatment  of  the  men- 
tally ill  in  our  country. 

I  should  first  like  to  express  the  gratitude  of  our  profession  for  the 
significant  progress  that  has  been  made  in  eliminating  some  of  the 
provisions  of  the  original  medicare  bill  that  discriminated  against 
the  elderly  mentally  ill  and  to  which  we  had  objected  in  strong  terms 
last  February. 

While  the  basic  hospital  insurance  program  remains  unchanged  in 
this  regard,  the  supplementary  health  benefits  plan  now  incorporated 
into  the  bill  does  offer  substantial  coverage  for  mental  health  care 
albeit  special  conditions  and  limitations  attached  to  it  seem  to  us  un- 
desirable and  unnecessary  as  I  shall  presently  explain.  We  must  also 
express  our  great  pleasure  that  the  bill  eliminates  longstanding  dis- 
crimination against  the  mentally  ill  elderly  patients  in  State  hospitals 
with  regard  to  the  old-age  assistance  program ;  and  we  note  that  the 
increased  funds  that  would  be  made  available  to  the  States  for  this  part 
of  the  program  must  be  used  for  improving  the  treatment  and  care  of 
these  patients  rather  than  simply  to  help  pay  for  existing  and  on- 
going programs.  We  are  in  full  accord  with  this  wise  provision. 

It  is  also  most  gratifying  that  the  bill  provides  for  the  extension  of 
mental  retardation  planning  and  for  substantially  expanding  ma- 
ternal, child  health,  and  crippled  children's  services.  All  of  this  is 
mosfc  desperately  needed  and  will  serve  our  Nation  in  good  stead. 

So,  gentlemen,  when  I  speak  of  our  disappointment  with  some  provi- 
sions in  the  bill  regarding  the  mentally  ill  and  our  hope  that  these 
provisions  can  still  be  modified,  I  should  like  to  make  it  clear  that  the 
American  Psychiatric  Association  is  not  unappreciative  of  the  progress 
that  has  been  made  in  providing  benefits  for  the  mentally  ill  in  this 
legislation ;  and  further,  I  speak  in  the  context  of  overall  approval  of  a 
sound  hospital  insurance  and  health  benefits  program  for  our  elderly 
citizens  along  the  lines  delineated  in  this  bill. 

It  is  abundantly  clear  that  the  American  people  wish  to  have  their  Federal 
Government  share  with  their  States,  communities,  voluntary  agencies,  and 
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individuals  in  insuring  that  elderly  people  who  cannot  afford  it  shall  be  guar- 
anteed good  hospital  and  medical  care.  The  need  has  been  amply  demonstrated. 
The  demand  is  just.    The  American  Psychiatric  Association  supports  it. 

In  that  same  public  statement,  however,  we  said  that  whatever 
mechanisms  may  be  debased  to  implement  the  national  will  in  this 
regard  must  make  the  same  provision  for  the  mental  illnesses  as  for 
any  other  illnesses.  Nothing  less  will  do  if  we  really  mean  it  when 
we  speak  of  a  wholly  new  national  approach  to  the  greatest  of  all  the 
ISTation's  health  problems. 

You  will  recall  that,  in  the  original  version  of  the  bill,  the  only 
treatment  for  mental  illness  provided  for  was  that  which  could  be 
carried  out  in  a  general  hospital.  We  pointed  out  that  this  lim^ita- 
tion  was  quite  unjustified  and  made  no  sense  for  several  reasons. 
Only  about  20  percent  of  our  general  hospitals  actually  do  offer 
psychiatric  care,  and,  of  the  60  urban  areas  in  our  country  having  a 
population  of  between  50,000  and  100,000  people,  less  than  half  of  them 
have  a  general  hospital  with  a  psychiatric  unit. 

There  are  certain  States — Arizona,  for  example — that  have  no  psy- 
chiatric units  in  general  hospitals.  Thus  the  elderly  citizen  of  such 
a  State  who  develops  a  mental  illness  will  be  totally  deprived  of  any 
benefits  of  the  basic  program. 

Obviously,  to  limit  care  to  these  facilities  is  to  eliminate  treatment  for 
thousands  upon  thousands  of  the  elderly  mentally  ill.  In  short,  it  is 
discriminatory.  But  more  than  that,  the  general  hospital  psychiatric 
unit  is  very  often  not  the  appropriate  place  to  treat  these  people. 
Sometimes  the  length  of  stay  is  limited  to  a  matter  of  days  rather 
than  a  few  weeks.  Often  the  service  they  render  is  primarily  diag- 
nostic. And,  of  course,  other  types  of  facilities  can  often  render  more 
appropriate  treatment  at  far  lower  cost — private  psychiatric  hospitals, 
day  hospitals,  outpatient  departments,  commmiity  mental  health  cen- 
ters, and  so  on. 

The  inclusion  of  the  supplementary  plan  in  the  present  version  of 
the  bill  has  to  a  limited  extent  blunted  our  initial  disappointment :  but 
in  no  way  does  it  prompt  us  to  withdraw  our  essential  objections.  At 
the  very  least  we  would  hope  that  the  CongTess  this  year  will  include 


more  than  that  we  would  very  much  like  to  see  the  basic  plan  redrafted 
so  that  it  allowed  for  coverage  of  service  in  the  complete  range  of 
psychiatric  facilities.  This  would  enable  us  to  restore  greater  num- 
bers of  these  elderly  people  to  their  families  and  communities  than 
will  be  possible  under  the  terms  of  the  present  limited  basic  plan. 

The  principle  is  a  simple  one :  If  our  common  objective  is  to  restore 
the  maximum  number  of  the  elderly  citizens  to  useful  lives  through 
intensive  psychiatric  treatment,  then  we  should  make  it  possible  to  use 
all  available  instrumentalities  of  modern  psychiatry. 

It  is  a  truism  that  patterns  of  medical  care  in  our  country  will  be 
drastically  mfluenced  by  this  legislation.  If  only  general  hospital  care 
were  to  be  provided  in  the  basic  plan,  then  we  would  surely  expect  those 
who  are  covered  to  seek  that  kind  of  care.  No  doubt  the  effect  would 
be  to  engender  a  great  deal  of  social  pressure  to  expand  general  hospital 
psychiatry. 

Nor  is  there  objection  to  that  per  se. 
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But  manifestly,  general  hospital  care  is  geared  to  very  short-term 
intensive  treatment,  running  often  to  a  few  days  and  never  more  than 
a  few  weeks;  and  by  its  very  nature  it  is  a  bed-centered  program. 
Furthermore,  it  is  expensive. 

Ever  so  many  of  these  elderly  patients  can  more  effectively  be  dealt 
with  in  a  private  psychiatric  hospital,  in  a  public  mental  hospital 
geriatric  unit,  in  an  outpatient  facility,  a  part-time  day  hospital, 
through  a  home  visiting  service,  and  the  like. 

Often,  the  last  thmg  they  need  is  a  "bed"  in  a  general  hospital  and 
in  many  cases  there  is  very  little  point  in  taxing  such  a  facility.  In 
short,  the  basic  plan  remains  discriminatory  and  simpl}^  does  not  pro- 
vide for  flexibility  in  trea.tm,ent  methods.  It  is  out  of  tune  with  the 
wholly  new  approach  implicit  in  the  new  community  psychiatry  which 
the  Congress  has  so  vigorouslj^  supported.  It  is  fundamentally  in- 
congruous with  the  overall  intent  of  the  bill  to  advance  the  health  and 
well-being  of  our  elderly  citizens. 

As  for  the  voluntary  supplementary  plan,  here  again  we  are  puzzled 
as  to  why  the  mentally  ill  should  be  singled  out  for  special  limitations 
in  their  benefits. 

For  example,  we  find  the  provisions  for  outpatient  treatment  will 
mean  that  the  mentally  ill  patient  is  limited  to  $250.  In  any  one  year 
or  50  percent  of  the  expense,  whichever  is  smaller. 

In  the  case  of  other  illnesses  there  is  no  dollar  limit  on  outpatient 
treatment  and  80  percent  of  the  expenses  wall  be  paid. 

In  the  case  of  inpatient  care,  we  find  that  the  physician  must  "re- 
certify" not  later  than  the  20th  day  of  hospitalization  that  the  treat- 
ment can  be  reasonably  expected  to  improve  the  condition  of  the  pa- 
tient. In  the  case  of  inpatient  treatment  of  the  mentally  ill  80  percent 
of  reasonable  cost  after  a  $50  deductible  will  be  paid.  In  the  case  of 
other  illnesses,  all  reasonable  costs  for  semiprivate  care  after  a  $40 
deductible  will  be  paid. 

The  amount  of  inpatient  care  provided  for  the  mentally  ill  person  is 
180  days  in  his  lifetime.  Why  all  this  hedging  about  the  mentally  ill  ? 
Why  not  specify  that  the  chronic  cardiac  patient  shall  receive  only  180 
days  of  care  in  his  lifetime  ?  Are  not  all  of  these  special  limitations  and 
conditions  really  another  reflection  of  our  lack  of  faith  in  a  "wholly  new 
approach"?  A  feeling  lurking  in  the  back  of  our  minds  that  these 
elderly  people  are  not  really  treatable?  That  maybe  their  trouble 
is  just  advanced  senility  and  somehow  they  are  more  expendable  than 
the  rest? 

Gentlemen,  I  submit  that  it  is  morally  wrong  and  completely  un- 
justified to  adopt  this  attitude  of  therapeutic  pessimism  about  the 
elderly  mentally  ill.  I,  myself,  recently  conducted  a  survey  of  all  the 
private  hospitals  which  are  members  of  the  National  Association  of 
Private  Psychiatric  Hospitals.  I  found  that  they  admit  about  80,000 
patients  a  year,  10  percent  of  them  over  65  years  of  age.  Of  that  10 
percent  who  were  treated,  78  percent  were  back  in  their  own  homes  in 
2  months  or  less.  I  might  add  also  that  depressions  are  the  most 
common  of  the  mental  illnesses  among  these  elderly  people  and  this  is 
the  most  readily  treatable  of  all  the  mental  illnesses  of  psychotic 
severity. 

No  doubt  much  of  the  discriminatory  conditions  set  forth  in  this 
legislation  concerning  mental  illness  derive  from  a  concern  that  if  the 


SOCIAL  SECURITY 


725 


mentally  ill  are  treated  exactly  like  ail  the  rest,  that  it  will  "break 
the  treasury."  We  do  not  think  that  any  such  assumption  is  justified. 

And  certainly,  since  the  actuarial  data  is  not  presently  available  to 
support  such  alarm,  any  possible  doubt  ought  to  be  resolved  in  favor 
of  the  elderly  citizen  who  incurs  a  mental  illness. 

In  conclusion,  let  me  repeat  that  the  American  Psychiatric  Associa- 
tion applauds  this  legislation  as  a  giant  step  forward  in  meeting  the 
health  needs  of  the  American  people.  But,  at  the  same  time,  we  cannot 
rest  until  our  mentally  ill  citizens  are  accorded  the  same  identical 
benefits  provided  for  the  citizens  who  suffer  from  other  illnesses.  We 
hope  that  the  Congress  will  this  year  provide  for  greater  flexibility  in 
treating  mental  illness  in  the  basic  plan,  and  most  especially  by  allow- 
ing for  treatment  in  accredited  private  psychiatric  hospitals  as  well  as 
general  hospitals. 

We  further  hope  that  you  will  reconsider  the  discriminatory  pro- 
visions attached  to  the  mental  illness  in  the  voluntary  supplementary 
plan.  We  ask  for  no  special  privileges  but  we  do  ask  for  an  insurance 
and  benefits  system  that  will  enable  the  profession  of  psychiatry  to 
provide  the  right  kind  of  treatment,  at  the  right  time,  and  at  the  right 
place  for  elder Ij^  mentally  ill  citizens. 

Our  association  pledges  its  wholehearted  support  and  cooperation  to 
the  Congress  and  to  the  public  and  private  agencies  and  instrumental- 
ities in  making  such  an  equitable  system  fully  workable  and  maximally 
effective.  The  time  has  come,  we  submit,  to  root  out  all  discrimina- 
tion against  the  mentally  ill,  lock,  stock,  and  barrel. 

This  is  the  principle  on  which  we  stand,  and  we  hope  we  have  your 
sympathetic  ear. 

Thank  you. 

Senator  Anderson.  Senator  Long  ? 

Senator  Long.  Doctor,  you  have  my  sympathy.  I  agree  with  you 
that  largely  we  have  not  done  more  for  the  mentally  ill  because  the 
argument  has  been  made  that  when  we  get  into  this  field  it  is  going 
to  cost  a  lot  of  money.  But  this  bill  is  going  to  cost  a  lot  of  money, 
and  I  personally  see  no  logic  to  simply  sweeping  this  problem  under 
the  rug  and  trying  to  pretend  it  doesn't  exist  when  in  many  cases  these 
are  catastrophic  cases,  and  there  is  just  a  lot  of  health  care  that  is 
proposed  under  this  bill  for  people  who  need  it  a  lot  less  than  some 
of  these  mentally  ill  cases. 

You  say  a  lot  of  these  cases  can  be,  at  least,  restored  adequately  so 
they  can  be  sent  back  to  their  homes  if  they  are  treated  ? 

Dr.  Gibson.  Yes,  sir.    Yes ;  that  is  correct. 

Senator  Long.  And  they  could  live  a  reasonably  happy  and  to  some 
extent  a  useful  life  if  they  can  receive  the  treatment  that  they  should 
have? 

Dr.  Gibson.  Yes,  sir.  I  think  a  surprisingly  high  percentage.  In 
round  figures,  it  is  about  80  percent,  we  have  found  in  our  treatment 
experience,  and  I  think  that  this  would  compare  very  favorably  with 
many  of  the  other  conditions  that  will  be  covered  under  the  bill,  car- 
diac conditions,  the  whole  gamut  of  physical  conditions. 

Senator  Long.  You  think  80  percent  of  these  aged  people  over  65 
could  be  restored  adequately  to  their  homes  ? 

Dr.  Gibson.  We  have  found,  if  one  takes  the  admissions,  80  percent 
of  the  admissions  in  the  private  psychiatric  hospital  were  able  to 
return  to  their  homes  within  a  period  of  2  months. 
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I  think  what  then  happens,  though,  is  of  those  who  are  not  able  to 
return,  they  frequently  become  long-term  custodial  patients  who  per- 
haps may  live  out  their  lives  in  a  psychiatric  hospital,  and  this  group 
tends  to  gradually  build  up  in  size,  so  that  one  sees  this  specter  of 
mental  illness  in  the  elderly  as  a  large  chronic  problem  of  senility. 
But  I  think  it  has  been  skewed  by  that  gradual  increase  in  the  ones 
that  are  not  able  to  return  ;  but  of  course,  we  are  not  suggesting  that 
this  type  of  custodial  care  in  any  way  be  covered  under  this  program 
because  the  intent  is  for  active  treatment. 

We  are  only  interested  in  coverage  where  active  treatment  can  rea- 
sonably be  expected  to  return  the  person  to  a  useful  life. 

Senator  Long.  One  of  the  unfortunate  things  that  I  have  observed 
up  to  now  is  the  provision  in  our  Federal  law  that  said  that  the  Fed- 
eral Government  would  match  in  a  very  generous  fashion  in  providing 
old-age  assistance  under  State  welfare  programs  to  people  who  are 
not  in  mental  hospitals. 

Now,  take  the  case  of  someone  who  had  been  entitled  to  receive  Fed- 
eral assistance.  Maybe  the  State  would  put  up  $20  and  the  Federal 
Government  would  match  that  with  $40  to  make  it  $60  but  who  then 
had  to  be  put  in  one  of  those  homes.  The  Federal  Government  would 
then  cut  off  its  share  of  the  aid  to  the  poor  old  person. 

Dr.  Gibson.  Yes,  sir. 

Senator  Long.  That  being  so,  the  State  can  find  it  can  make  more 
effective  use  of  its  money  by  continuing  to  use  its  funds  in  the  welfare 
program  and  by  simply  dropping  the  poor  old  person  when  he  is  locked 
up  in  a  mental  institution.  The  result  is,  with  no  Federal  aid  being 
available,  that  the  care  is  pitiful,  just  absolutely  pitiful,  and  that  is 
even  with  the  custodial  part  of  it.  It  would  seem  to  me  that  the  least 
we  could  do  is  to  take  out  of  the  law  the  prohibition  against  matching 
for  aged  citizens  inside  a  mental  institution. 

We  did  the  same  thing  to  get  rid  of  the  old  county  poorhouse.  We 
wanted  to  put  that  county  poorhouse  out  of  business.  We  didn't  want 
to  put  these  old  people  through  the  horrible  conditions  that  existed 
in  some  of  the  county  poorhouses  where  these  poor  wretches  were 
taken  and  where  they  were  worked  until  they  were  dead — killed,  in 
effect. 

So,  while  we  sought  to  outlaw,  to  legislate,  against  that  kind  of  hor- 
rible condition,  we  neglected  to  do  the  same  with  regard  to  mental 
institutions. 

Now,  of  course,  I  don't  think  it  was  necessarily  a  calculated  intent, 
but  the  effect  was  to  put  people  in  mental  institutions  to  separate  them 
from  society  until  they  died. 

Dr.  Gibson.  Yes,  sir. 

Senator  Long.  And  that  being  the  case,  it  seems  to  me  that  part  of 
this  program  ought  also  to  work  it  out  so  that  at  least  there  is  con- 
tinued the  matching  that  would  be  available  to  that  person  if  he 
weren't  inside  a  mental  hospital. 

In  some  instances  you  might  have  to  give  the  assistance  to  the  hospital 
or  appoint  a  curator  or  a  caretaker  for  the  person  and  give  the  money  to 
them.  But  it  seems  to  me  there  is  one  area  where  we  could  make  an- 
other step  toward  helping  these  aged  people,  feebleminded,  who  are 
in  such  shape  that  they  are  not  going  to  be  able  to  be  effectively  cured. 

Dr.  Gibson.  Yes,  sir. 
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Senator  Loxg.  You  made  a  fine  statement. 
Thank  you  veiy  much,  Doctor. 
Senator  Axdersox.  Senator  Talmadge  ? 
Senator  Talimadge.  Xo  questions. 

Senator  Axdersox.  Doctor,  there  has  been  some  talk  about  the 
Douglas  amendment  around  here. 
I  assume  you  are  familiar  with  it  ? 

Dr.  GiBSOX.  No,  sir;  I  am  soriy  I  am  not  familiar  with  it  imder  that 
designation. 

Senator  Axdeesox.  The  House  removed  certain  physicians  who  are 
working  in  hospitals,  pathologists,  radiologists  and  others,  and  put 
them  over  in  a  separate  category  imder  pan  B. 

Do  your  members  feel  that  the  hospital  stalf  should  be  included  as 
a  hospital  item  rather  than  be  paid  as  staff  psycliiatrists? 

Dr.  GiBSOx.  Our  organization  has  not  studied  that  sufficiently  to 
take  a  formal  position.  I  would  say  that  by  and  large  within 
psycliiatric  hospitals  the  services  of  the  physician  are  generally  looked 
upon  as  a  part  of  the  overall  treatment.  Ordinarily  you  have  salaried 
persons  entirely  looking  after  the  patient  and  it  doesn't  make  any 
sense  to  separate  that  otit  as  a  separate  fee. 

So,  I  cannot  speak  for  the  organization.  I  would  say  myself  that  I 
think  that  the  salaries  of  staif  psychiatrists  should  be  looked  upon  as 
part  of  the  basic  coverage  for  care. 

Senator  Axdeesox.  A  staff  member  can  give  you  a  copy  of  the 
Douglas  amendment  if  you  desire  and  if  you  have  a  change  in  your 
comments  we  will  be  glad  to  have  them  later. 

Dr.  GiBsox'.  Thank  you,  sir. 

Senator  Axdersox.  The  limitations  of  coverage  of  the  bill  on 
psychiatric  hospital  lead  to  the  thought  that  some  patients  in  some 
psychiatric  institutions  do  not  receive  active  treatment  but  really  are 
just  being  held  in  custody. 

Is  there  any  truth  in  that  ? 

Dr.  GiBSOX'.  Yes,  sir.  I  think  that  for  many  patients  that  is  appro- 
priate— ^that  is,  if  you  have  a  case  of  advanced  organic  brain  damage 
where  there  can  be  no  recovery,  then  the  only  appropriate  thing  is  a 
hmnane.  comfortable  custodial  care  for  such  a  person.  In  some  in- 
stances that  will  be  appropriate. 

Unforttmately,  I  think  there  is  a  tendency  to  lump  all  older  people 
together  so  that  this  distinction  is  not  made,  and  if  they  do  come  into 
an  institution  that  is  very  large,  is  understaffed,  which  proper  diag- 
nosis and  selection  for  treatment  cannot  be  made,  then  many  treatable 
older  patients  will  be  immediately  looked  upon  as  ctistodial,  under 
those  conditions  they  will  become  custodial  and  they  won't  be  treatable 
any  more. 

So,  we  would  certainly  feel  that  the  support  should  be  to  facilities 
that  are  proA^iding  active  diagnostic  and  treatment  services  for  these 
people,  not  simply  a  custodial  care. 

Senator  Ax'dersox.  Thank  you. 

I  thought  you  made  a  very  interesting  statement  and  we  appreci- 
ate it. 

Dr.  GiBSox.  Thank  you,  sir. 

Senator  Axdersox'.  Thank  you  for  yotir  appearance. 
Senator  Lox-g.  May  I  ask  just  one  more  thing ? 
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Let  me  ask  you  this :  Do  we  have  enough  psychiatrists  and  doctors 
who  are  trained  in  mental  illness  to  do  the  job  of  caring  for  the  people 
who  need  treatment  ? 

Dr.  Gibson.  'No,  sir.  We  don't  have  enough  psychiatrists.  Wb 
need  more,  and  very  active  efforts  are  being  made  to  train  them.  I 
think  we  also,  as  psychiatrists  have  to  work  to  utilize  the  ones  that 
we  have  most  effectively.  Part  of  the  problem  is  one  of  uneven  dis- 
tribution of  psychiatrists.  They  tend  to  be  more  concentrated  around 
large  metropolitan  centers.  This  partly  comes  about  because  their 
training  takes  place  in  such  places  and  they  are  apt  to  continue. 

But  we  do  not  have  a  sufficient  number.  We  need  to  consider  this 
aspect  of  it  very  seriously  to  support  training. 

Senator  Loxg.  Would  you  give  me  some  estimate  as  to  how  many 
additional  psychiatrists  we  need  in  this  country,  either  percentagewise 
or  any  way  that  appeals  to  you  to  describe  that  situation  ? 

DrI  Gibson.  I  could  only  give  the  roughest  approximation,  but  it 
has  generally  been  accepted  that  we  ought  to  have  at  least  twice  as 
ma.ny  as  we  have  now.  There  are  som_e  15,000  members  of  the  Amer- 
ican Psychiatric  Association  and  some  additional  psychiatrists  who 
are  not  members,  so  this  would  mean  on  the  order  of  15,000  to  20,000 
more  I  would  say. 

Senator  Long.  If  people  had  the  ability  to  pay  for  psychiatric  care 
for  those  cases  that  needed  it,  wouldn't  you  have  an  even  greater 
shortage  of  psychiatrists  to  care  for  mental  cases  ? 

Dr.  Gibson.  I  expect  that  that  would  be  the  initial  effect  of  it,  but, 
of  course,  as  there  is  a  greater  demand  for  services,  then  we  would 
hope  that  this  would  increase  the  supply  of  psychiatrists,  the  supply 
of  psychiatrists  would  be  increased  to  meet  that. 

There  is  another  factor  and  that  is  that  I  think  there  are  very  few 
psychiatrists  who  work  in  the  area  of  treatment  of  the  mentally  elderly 
ill  and  I  think  support  of  legislation  of  this  type  might  generate  a 
greater  interest  in  the  active  treatment  of  this  group,  and  that  this 
would  move  some  psychiatrists  into  that  field. 

Senator  Long.  Thank  you. 

Senator  Anderson.  Thank  you  very  much. 

Dr.  Gibson.  Thank  you. 

Senator  Anderson.  Dr.  Wergeland  ? 

STATEMENT  OE  DK.  ELOYD  L.  WERGELAND,  EXECUTIVE  MEDICAL 
DIEECTOE,  HEADaUAETEES,  LEISUEE  WOELD  EOUNDATION, 
LAGUNA  HILLS,  CALIE.;  ACCOMPANIED  BY  EOBEET  CAEITHEES, 
DIEECTOE  OE  HOSPITAL  ADMINISTEATION 

Dr.  Wergeland.  Mr.  Chairman,  and  committee  members,  I  am 
Floyd  L.  Wergeland,  M.D.,  major  general,  Medical  Corps,  LT.S.  Army, 
retired,  formerly  Executive  Director  of  the  Office  for  Dependents 
Medical  Care  for  the  uniformed  services,  and  currently  the  executive 
medical  director  for  the  Leisure  World  Fotmdation  with  headquar- 
ters at  La^ia  Hills,  Calif. 

It  is  a  bit  homelike  to  be  here  in  Washington  and  to  again  reappear 
before  our  representative  Members  of  the  Senate.  This  is  also  medi- 
ca.re  legislation  H.E.  6675  that  has  brought  me  here  again,  but  not  the 
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medicare  program  authorized  by  the  Dependents  Medical  Care  Act  for 
the  tmiformed  services  and  passed  by  the  8^th  Congress,  which  has 
been  very  sticessftil  to  date.  It  has  been  a  valtiable  program  for  the 
morale  and  welfare  of  the  armed  services  persoimel. 

Senator  Axdeesox.  May  I  jtist  stop  you  there?  I  fear  there  may 
be  some  qtiestions  by  people  who  read  the  proceedings,  as  to  what  the 
Leisure  World  Fotmdation  may  be. 

Dr.  TVergelaxd.  I  hope  to  bring  that  out  for  you. 

My  presentation  will  incltide  a  brief  background  description  of  the 
medical  program  for  the  Leisure  World  Foundation  residents  to  in- 
clude its  ctuTent  relationsliip  to  the  new  medicare  legislation  for 
elderly  citizens  who  are  65  years  of  age  and  older. 

Otir  medical  program  has  been  received  enthusiastically  by  our  resi- 
dents of  the  three  active  Leisure  World  communities.  Two  more  are 
imder  constnioTion.  By  1966,  we  will  have  5  active  communities — 
Seal  Beach  with  11,000  population  now,  and  growing;  Lagtma  Hills, 
Calif.,  with  3,500  and  30=0<?'0  planned  and  ofrowing  fast :  Walntit  Creek, 
Calif/  (near  Oakland)  wiih  3.':'00  and  17,000  planned;  Olney,  Md., 
locally,  with  16,0L'0  planned  ;  Princeton.  X.J..  with  50.000  planned:  and 
Chicago,  with  50.000— a  total  of  iTl.ij':":'. 

Therefore  we  do  desire  to  be  helpful  by  presenting  to  you  such  rec- 
ommended changes  which  we  believe  will  enhance  the  workability  of 
the  medicare  legislation  at  the  implementation  level.  Thereby  we 
hope  to  asstire  its  intended  success  withui  our  Leistire  World  cities 
where  the  average  age  vdrhin  each  has  been  well  over  65  years. 

At  each  of  our  Leistire  World  cities  we  have  a  medical  center  which 
is  operated  as  a  group  cooperative  clinic  and  hospital  service.  The 
medical  staff  is  salaried  on  a  full-  or  part-time  basis.  We  do  have  a 
number  of  medical  specialists  consultants  who  are  called  as  needed. 

In  each  area,  except  in  one  where  it  is  70-30  percent,  we  provide 
medical  care  and  treatment  on  an  50-20-percent  coverage,  the  resident 
patients  paying  the  20-percent  portion. 

Each  resident  does  pay  a  regular  rnontlily  charge  which  includes  in 
addition,  home  visits  by  the  nursing  service  and  ambulance  calls 
when  needed,  but  on  an  SO-20-percent  ratio.  We  have  general  prac- 
itioners  and  specialists  to  fill  the  common  needs  to  treat  citizens  52 
years  of  age  and  up.  In  the  majority,  our  residents  prefer  to  use- 
our  Leisure  World  medical  ser^dces.  although  they  are  free  to  go  else- 
where with  the  same  coverage. 

Upon  arrival  at  our  medical  center,  we  make  every  effort  to  have 
eacli  resident  complete  carefully  a  medical  questionnaire.  Then  we 
sui'ge-t  they  have  a  physical  examination,  accomplished  as  soon  as 
practicable.  Together,  the-e  two  procedtires  are  primarily  for  our 
residents"  health  sectirity  and  safety  in  case  of  any  future  emergency. 
Ftirrherniore.  it  gives  an  excellent  baselme  reference  to  enhance  oiir 
research  sttidies  on  this  anticipated  large  group  of  matured  people  in 
various  age  brackets. 

Mr.  Eoss  Cortese.  the  fotmder  and  builder  of  Leisure  Worlds,  has 
personally  r.nd  throngli  iiis  corporation — Eossmoor  Corp.,  set  up  at  the 
I  r^ve-  -ity  of  Soiuhern  California  m  Los  Angeles,  the  Eossmoor- 
C  1       Institute  for  the  ."■i  irly  of  Eetirement  &  Aging. 

The  mstitute  is  being  funded  to  what  is  projected  will  be  a  ^^l  million 
research  organization.  Headed  by  a  highly  experienced  research  doc- 
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tor  formerly  with  the  U.S.  Public  Health  Service,  we  are  of  the  opinion 
that  this  coordinated  research  organization  can  also  prove  to  be  of  in- 
creasing national  value  because  they  will  study  the  socioeconomic  ex- 
perience, as  well  as  the  medical  trends  of  this  tested,  yet  active,  adult 
community. 

There  is  an  emphatic  effort  by  our  entire  staff  to  sponsor  the  preven- 
tion of  disease  and  safety  from  injury  and  we  feel  this  is  important 
with  the  hopes  of  reducing  the  need  measurably  for  hospitalization 
and  consequently  the  costs  to  us  and  to  the  Government. 

There  are  included  special  features  of  design  for  comfort,  conven- 
ience, and  safety  in  their  homes.  We  urge  residents  to  participate  in 
regular  physical  exercise.  We  stress  neighborly  association  and  gener- 
ous use  of  the  many  activities  in  their  beautiful  environment.  Ever}^- 
thing  is  there — physical  exercise,  recreation,  spiritual,  educational, 
and  cultural  events,  group  tours  and  commercial  entertainment — add- 
ing up  to  a  healthful  leisure  time.  We  have  professional-size  golf 
courses,  3-par  golf  courses,  riding  stables,  swimming  pools,  shuffle- 
boards,  sewing  rooms,  lapidary  rooms,  carpenter  shops,  et  cetera, 
which  our  residents  enjoy  and  do  use  freely.  We  have  applied  all  the 
health  knowledge  we  can  muster  to  slow  down  senescence ;  to  close  the 
gap  between  practical  knowledge  and  an  active  health  program.  This 
we  do  b}^  not  only  educating  the  residents  to  their  health  needs,  but  by 
using  preventive  measures  and  by  having  a  high-quality  health  serv- 
ice conveniently  available  at  a  cost  economically  compatible  with  their 
resources. 

We  wish  we  would  have  had  more  influence  in  their  daily  living 
habits  long  before  they  arrived  at  our  communities ;  but  we  get  them 
busy  on  improving  their  personal  health  right  away.  In  fact,  some  get 
so  interested  and  busy,  they  do  not  visit  their  older  homes  nearby  as 
frequently  as  they  formerly  thought  would  be  necessary. 

Dr.  S.  Paul  Ehrlich,  Jr.,  and  colleagues  (Donald  B.  Loveland,  Eeuel 
A.  Stallones,  and  Weldon  A,  Williamson)  of  the  U.S.  Public  Health 
Service  published  an  article,  "An  Approach  to  the  Study  of  Health  in 
a  Retirement  Community,"  from  studies  at  the  Rossmoor-Leisure 
World  community  at  Seal  Beach,  Calif. 

Here  are  11,000  elderly  people  over  52  years  of  age  in  6,500  1-  and  2-bedroom 
apartment  manors  on  a  540-acre  plot.  It  has  a  large  clinic  witli  a  fnll-time  group 
of  18  physicians,  30  registered  nurses,  and  ancillary  personnel. 

It  began  in  July  1962.    They  noted  that — 

one-third  of  the  population  is  less  than  65  years  of  age  and  40  i)ercent  are  over 
the  age  of  70.  The  mean  age  is  &9  for  men  and  68  for  women,  who  are  60  percent 
of  the  total  population. 

Therefore  the  medicare  legislation  will  benefit  a  large  majority  of 
our  folks.    Dr.  Ehrlich  concludes  by  saying : 

The  several  approaches  described  are  chiefly  designed  to  enhance  our  under- 
standing of  the  interrelationship  between  stroke,  coronary  disease,  and  the 
pathologic  entity  atherosclerosis.  An  older  population  in  a  community  setting 
like  that  described  offers  us  an  unusual  opportunity  to  explore  these  relation- 
ships from  several  directions  simultaneously  and  to  identify  population  charac- 
teristics associated  with  the  occurrence  of  disease  or  the  maintenance  of  health. 

In  another  report,  he  adds : 

Our  program  at  Leisure  World  has  the  advantage  of  gathering  medical  infor- 
mation which  is  not  confined  to  cardiovascular  disease.  Our  information  will 
assist  as  a  baseline  for  study  of  other  chronic  diseases. 
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Twenty  different  medical  research  projects  are  currently  being  con- 
ducted, planned,  or  discussed  at  Leisure  World  communities,  and  the 
majority  of  these  are  being  sponsored  by  the  U.S.  Public  Health 
Service.  Truly,  we  have  just  scratched  the  surface,  and  we  are  con- 
vinced the  Eossmoor-Cortese  Research  Institute  will  be  able  to  help 
us  to  develop  better  preventive  measures  and  procedures  that  can 
improve  and  retain  good  health  in  our  population.  The  institute  has 
a  number  of  socioeconomic  research  studies  in  process,  which  can  be 
correlated  with  the  medical  research. 

So,  with  this  background,  you  can  understand  that  we  feel  keenly 
responsible  to  our  residents  about  their  health.  Our  medical  program 
was,  and  remains,  the  primary  motivation  for  these  people  to  live  in 
our  communities,  regardless  of  the  community  they  select. 

Therefore,  on  behalf  of,  and  for  the  benefit  of  our  Leisure  World 
residents,  we  want  to  make  every  reasonable  effort  to  gear  the  admin- 
istration of  our  program  to  the  provisions  of  the  health  care  measure 
medicare  as  finally  passed.  There  are  several  provisions  in  H.R.  6675 
which,  if  changed,  would  improve  the  measure  and  greatly  simplify 
its  administration  for  all  who  participate  in  the  program.    They  are : 

(1)  The  exclusion  of  the  costs  of  the  hospital  services  of  radiolo- 
gists, pathologists,  physiatrists  and  anesthesiologists  from  the  basic 
plan  represents  a  departure  from  customary  hospital  practice  and  will 
pose  serious  management  relations  and  costly  accounting  problems 
to  all  hospitals. 

It  is  our  recommendation  that  where  the  hospital  provides  the  serv- 
ices of  those  specialists  and  their  assistants,  the  cost  should  be  reim- 
bursable to  the  hospital  under  the  basic  plan.  This  would  comcide 
with  the  current  practices  of  all  hospitalization  insurance  plans,  in- 
cluding those  financed  in  part  or  in  whole  by  the  Federal  Government. 

(2)  We  recognize  the  importance  of  patient  participation  in  the 
payment  of  costs  incurred  through  the  means  of  deductibles.  Our 
concern  is  with  the  variations  in  amounts  of  the  deductibles  among  the 
various  programs,  the  overlapping  of  deductibles,  for  example,  be- 
tween hospital  outpatient  and  diagnostic  services  and  inpatient  hospi- 
talization, and  the  generally  confusing  task  of  accounting  for  the 
deductibles. 

It  is  our  recommendation  that  the  deductibles  be  simplified  either 
by  a  consolidation  into  one  sum,  or  by  providing  a  uniformity  in 
amounts  among  the  various  plans  or  services. 

(3)  Under  the  voluntary  supplementary  plan  covering  payment  for 
physicians'  sen^ices,  it  is  our  concern  that  provision  be  made  to  reim- 
burse physicians'  services  under  group  practice  arrangements.  In  our 
Leisure  World  program  and  in  most  group  practices,  physicians  do 
not  bill  the  patient  directly,  but  receive  their  income  through  salary  or 
other  methods  of  group  participation. 

It  is  our  recommendation  that  where  physicians  perform  medical 
service  on  a  salary  basis,  the  bill  for  those  services  from  tlie  group 
organization  or  clinic  should  be  approved  for  reimbursement  mider 
the  vohmtary  supplementary  plan. 

We  thank  you  for  the  privilege  of  presenting  our  recommendations 
to  you,  and  respectfully  request  permission  to  submit  a  supplementary 
statement  in  detail  for  the  record  which  will  supjiort  our  recommenda- 
tions. We  certainly  hope  that  the  high  objectives  stimulating  the 
medicare  legislation  will  be  successfully  reached. 

47-140— 65— pt.  2  14 
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Are  there  any  questions  ? 

(The  supplement  to  Dr.  Wergeland's  statement  follows:) 
Supplement  to  the  Statement  of  Floyd  L.  Wergeland,  M.D.,  Executive  Medi- 

CAL   DiEECTOR,   HEADQUARTERS,   LEISURE  WORLD   FOUNDATION,   LaGUNA  HiLLS, 

Calif. 

The  following  statement  is  presented  in  supplement  to  and  in  elaboration  of 
the  remarks  presented  orally  to  the  Committee  on  Finance  of  the  U.S.  Senate  by 
Floyd  L.  Wergeland,  M.D.,  recommending  amendments  to  H.R.  6675  as  passed 
by  the  House  of  Representatives.  In  this  supplement,  the  recommendations  pre- 
sented orally  will  be  repeated  and  discussed  at  greater  length. 

recommendation 

Where  the  hospital  provides  the  services  of  radiologists,  pathologists,  physia- 
trists,  and  anesthesiologists,  the  cost  should  be  reimbursable  to  the  hospital  under 
the  basic  plan. 

The  efforts  of  organized  medicine  and  specifically  affected  medical  and  surgical 
specialty  organizations  to  separate  the  professional  practice  of  radiology,  path- 
ology, physiatry,  and  anesthesiology  from  hospital  services  have  been  underway 
for  many  years,  with  particular  emphasis  and  activity  in  this  regard  during  the 
past  10  years.  The  complaint  has  been  voiced  that  while  physicians  may  be  in 
charge  of  and  responsible  for  certain  services  provided  patients  in  hospitals, 
they  are  not  in  most  instances  contacted  professionally  by  the  patient  nor  is 
the  traditional  personal  doctor-patient  relationship  established  with  the  excep- 
tion of  anesthesiology  the  doctor  and  patient  rarely  come  into  close  contact  and 
seldom  is  a  direct  service  performed  by  the  specialist  for  the  patient.  However, 
he  does  plan,  supervise,  and  approve  the  procedures  used  as  a  standard  operating 
procedure. 

The  diflaculties  in  separating  these  specialists,  particularly  radiologists  and 
pathologists,  from  the  coverage  of  the  basic  plan  are  primarily  administrative. 
The  patient  has  been  accustomed  to  receiving  one  itemized  statement  for  all 
services  received  while  a  patient  in  the  hospital,  including  radiology  and  path- 
ology. He  has  been  accustomed  to  having  his  insurance  program  cover  these 
costs  as  a  part  of  the  hospital  bill.  All  current  hospitalization  insurance  plans, 
including  those  financed  in  part  or  in  whole  by  the  Federal  Government,  follow 
this  procedure.  The  exclusion  of  these  services  under  H.R.  6675  represents  a 
distinct  departure  from  customary  hospital  and  Insurance  practice.  The  patient 
would  now  receive  a  bill  from  the  hospital  for  a  difiicult-to-determine  portion 
of  the  cost  of  the  specific  examination,  and  then  will  receive  a  separate  bill  from 
the  physician  who,  in  most  instances,  the  patient  will  never  have  seen.  This 
can  only  lead  to  strained  patient  and  community  relations  for  the  hospital. 

The  problem  might  best  be  illustrated  in  the  clinical  laboratory.  The  path- 
ologist, a  doctor  of  medicine,  is  in  fact  and  in  principle  usually  responsible  for 
all  of  the  laboratory  examinations  performed  in  tiie  hospital. 

In  most  instances,  the  laboratory  examinations  are  performed  by  technologists 
who  are  under  the  supervision,  albeit  remote,  of  the  pathologist.  Seldom,  with 
the  exception  of  gross  and  miscroscopic  examination  of  pathological  tissue,  does 
the  pathologist  become  directly  involved  in  performing  or  interpreting  routine 
laboratory  examinations.  Yet,  if  the  provisions  of  H.R.  6675  are  to  be  followed 
to  the  letter,  the  patient  will  receive  a  bill  from  the  pathologist  for  his  profes- 
sional service,  and  will  in  addition  be  billed  separately  by  the  hospital  for  the 
supplies,  labor,  time,  etc.,  for  the  laboratory  examination. 

No  one  can  argue  v/ith  the  desire  of  the  specialists  for  professional  recognition. 
This  desire  is  understandable  and  truly  just.  The  problem,  as  such,  does  not  exist 
for  the  specialist  in  private  practice.  Our  argument  is  that  where  these  specialists, 
by  their  own  desire  and  for  the  economic  advantage  to  them  which  hospital  prac- 
tice usually  affords,  have  chosen  to  practice  their  specialties  in  the  hospital  and 
as  hospital  services,  the  costs  for  these  services  should  be  covered  in  the  basic 
plan.  The  economics  of  medical  practice  should  not  be  confused  with  ethics  and 
should  not  serve  to  complicate  and  perhaps  reduce  the  effectiveness  of  an  other- 
wise comprehensive  program  of  health  care  for  the  aged. 

recommendation  2 

The  provision  for  deductibles  should  be  simplified,  either  by  consolidation  into 
one  sum  or  by  providing  a  uniformity  in  amount  of  deductibles  among  the  various 
plans  or  services. 
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Under  the  provisions  of  H.R.  6675,  three  separate  types  and  amounts  of  deduct- 
ibles are  provided.  There  is  a  $40  deductible  amount  for  each  inpatient  hospital 
service  per  spell  of  illness,  a  $20  deductible  amount  for  each  outpatient  hospital 
diagnostic  service  within  a  20-day  period,  and  a  $50  deductible  under  the  volun- 
tary supplementary  plan  for  physicians'  and  other  services  on  an  annual  basis. 

Under  the  basic  plan,  the  outpatient  diagnostic  service  deductible  of  $20  can 
be  applied  against  the  inpatient  hospital  deductible  of  $40  if  the  patient  is  hos- 
pitalized within  20  days  after  receiving  the  outpatient  diagnostic  service.  On  the 
surface,  this  would  appear  quite  simple.  In  practice,  it  will  mean  that  an  open 
file  will  have  to  be  maintained  on  each  hospital  outpatient  for  at  least  20  days 
following  the  service,  just  in  case  the  patient  is  hospitalized  within  that  period 
of  time.  Unless  the  hospital  maintains  such  an  active  and  open  file,  the  burden 
of  proof  would  rest  with  the  patient.  This  in  itself  would  present  many  problems 
and  is  not  believed  to  be  the  intent  of  the  legislation. 

In  spite  of  the  variables  in  amounts  of  deductibles,  it  would  seem  that  the 
deductible  provision  for  the  outpatient  hospital  diagnostic  service  might  present 
the  most  problems.  One  suggestion  for  simplifying  the  procedure  would  be  to 
eliminate  the  deductible  for  these  outpatient  services,  substituting  the  application 
of  the  80  percent-20  percent  plan  for  them. 

A  diflQculty  w^ill  also  be  experienced  in  the  fact  that  outpatient  hospital  diagnos- 
tic services  are  covered  under  both  the  basic  plan  and  under  the  voluntary  supple- 
mentary plan.   The  question  will  arise  as  to  which  plan  takes  precedence. 

For  example,  a  patient  may  have  satisfied  his  deductible  provision  under  the 
supplementary  plan  when,  on  order  of  his  physician,  he  receives  a  diagnostic 
X-ray  or  other  services  in  the  hospital  outpatient  department.  Difficulties  will 
arise  in  determining  whether  the  $20  deductible  under  the  basic  plan  applies  or 
whether  his  deductible  provision  under  the  supplem.entary  plan  has  satisfied  all 
requirements.  Since  no  outpatient  diagnostic  service  should  be  performed  other 
than  on  order  of  a  physician,  excluding  emergency  services,  it  would  seem  that 
another  solution  might  be  to  restrict  outpatient  diagnostic  services  to  the 
voluntary  supplementary  plan. 

In  any  event,  we  ask  the  committee  to  give  consideration  to  simplifying  the 
deductible  provisions  with  a  view  to  improving  the  administration  of  the  program. 

EECOMMENDATION  3 

Where  bills  for  physician  services  are  submitted  to  the  patient  by  the  clinic  or 
organization  in  a  group  practice  arrangement,  provision  should  be  made  for 
reimbursement  to  the  clinic  or  group  practice  organization  under  the  voluntary 
supplementary  plan. 

In  the  growing  number  of  group  practices  in  this  Nation  today,  it  is  customary 
that  the  invoice  or  bill  for  physicians'  services  be  submitted  to  the  patient  by 
the  clinic  or  in  the  name  of  the  group  practice  organization.  Under  these  arrange- 
ments, physicians  practice  as  members  of  the  group,  receiving  their  income 
through  salary  or  through  other  methods  of  group  or  partnership  participation. 
In  these  instances,  the  physician  does  not  bill  the  patient  directly. 

The  efficacy  of  group  practice  of  medicine  has  been  ably  demonstrated  in  all 
sections  of  the  Nation.  The  experience  of  the  Leisure  World  medical  program 
has  paralleled  other  group  practice  experience  and  has  demonstrated  clearly  an 
overall  reduction  in  utilization  of  hospital  services.  Throughout  this  Nation 
today,  the  number  of  hospital  admissions  for  all  age  groups  in  the  population  now 
approximates  134  per  1,000  persons.  In  the  Leisure  Worlds,  with  a  population 
predominantly  over  tlie  age  of  65  years,  the  experience  has  shown  so  far  an 
average  of  only  90  hospital  admissions  per  1,000  residents.  This  compares  quite 
favorably  with  the  experience  of  this  age  group  in  the  Nation  at  large  where 
average  admissions  are  well  over  150  per  1,000  and  in  some  areas  approach  200 
per  1,000  per  year.  Furthermore,  the  average  length  of  stay  for  Leisure  World 
residents  has  been  only  9  days,  compared  to  12  to  14  days  on  the  national  average 
for  the  older  age  groups. 

The  favorable  experience  of  Leisure  World  residents  with  reference  to  hos- 
pitalization can  be  attributed  in  major  part  to  the  group  practice  medical  program 
and  the  emphasis  on  prevention  of  illness  or  injury  and  maintenance  of  health 
within  the  community. 

The  objective  is  to  keep  people  healthy  and  to  maintain  them  in  their  residences 
rather  than  to  hospitalize  them,  except  where  indicated  by  medical  necessity. 
The  real  motivation  is  the  recognition  that  only  with  good  health  can  people 
fully  enjoy  "a  new  way  of  life"  in  Leisure  World. 
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We  feel  that  these  cooperative  group  practice  medical  programs  will  greatly 
benefit  the  Federal  program  of  health  care  for  the  aged  by  reducing  overall 
utilization,  by  avoiding  unnecessary  utilization  or  abuse  of  the  privileges,  and 
by  reducing  the  overall  cost  to  the  Federal  Government.  For  these  reasons,  we 
believe  that  attention  should  be  given  to  the  provisions  of  the  legislation  to  make 
certain  that  group  practice  programs  are  not  in  any  way  excluded  from  participa- 
tion in  the  voluntary  supplementary  plan  and  that  no  problem  develops  as  to 
the  reimbursement  of  the  group  practice  for  physicians'  services. 

Senator  Anderson.  Senator  Talmadge  ? 

Senator  Talmadge.  Doctor,  I  judge  from  what  you  say  that  this 
Leisure  World  is  a  combination  of  home  with  adequate  medical  serv- 
ices ;  is  that  approximately  correct? 

Dr.  Wergeland.  That  is  true,  sir. 

Senator  Talmadge.  How  does  one  get  to  be  a  member  or  an  occupant 
of  Leisure  World  ? 

Dr.  Wergeland.  To  become  a  member  of  the  Leisure  World,  you 
buy  a  manor  and  become  a  member  by  a  down  deposit  on  the  manor 
which  varies  in  whatever  you  choose  as  a  pattern  of  the  house  in  which 
you  choose  to  live.  After  you  have  made  your  downpayment,  then 
you  have  a  monthly  payment  which  includes  your  capital,  the  interest, 
the  fire  insurance,  the  cost  of  your  medical  program — the  80  percent 
of  it — which  is  part  of  the  overall  charge.  Our  highest  monthly 
charge  runs  approximately  $180  per  month.  This  includes  all  those 
things  as  the  gardening  service,  the  club  facilities,  the  recreation  facil- 
ities, and  the  transportation  throughout  the  local  community  area. 

Senator  Talmadge.  In  other  words,  for  a  average  fee  of  approxi- 
mately $180  a  month  

Dr.  Wergeland.  Yes,  sir. 

Senator  Talmadge.  He  has  not  only  a  home  but  adequate  medical 
services  also. 

Dr.  Wergeland.  That  is  right ;  80  percent  of  them. 

Senator  Talmadge.  Is  he  required  to  pay  any  additional  sum  of 
money  for  any  medical  service  he  may  have  ? 

Dr.  Wergeland.  He  pays  20  percent  of  the  cost,  sir. 

Senator  Talmadge.  Also  20  percent  of  the  medicine. 

Dr.  Wergeland.  Yes,  sir,  20  percent  of  the  medical  care. 

Senator  Talmadge.  And  Leisure  Homes  pays  the  other  80  percent? 

Dr.  Wergeland.  That  is  correct. 

Senator  Talmadge.  You  referred  to  some  foundation. 

Is  this  made  possible  by  some  philanthropic  effort  on  the  part  of 
these  gentlemen's  names  you  have  mentioned  ? 

Dr.  Wergeland.  No,  sir ;  this  resource  comes  entirely  from  the  peo- 
ple who  purchase  the  manors. 

Senator  Talmadge.  Is  this  a  profit  organization  ? 

Dr.  Wergeland.  It  is  a  nonprofit  organization. 

Senator  Talmadge.  It  is  a  nonprofit  organization  ? 

Dr.  Wergeland.  That  is  right,  sir. 

Senator  Talmadge.  In  view  of  what  you  have  said  is  there  any  real 
need  for  medicare  for  the  occupants  of  your  homes  ?^ 

Dr.  Wergeland.  Sir,  because  of  the  monthly  income  in  the  non- 
profit organization,  it  has  been  estimated  that  this  resource  would 
take  care  of  their  medical  costs  and,  of  course,  the  medicare  program 
for  those  over  65  will  certainly  require  a  downward  adjustment  in  their 
monthly  payments. 
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Senator  Talmadge.  You  take  them  in  at  any  age  I  take  it  ? 
Dr.  Weegelaxd.  Yes,  sir ;  52  and  up. 
Senator  Talmadge,  Thank  you. 
No  farther  questions. 

Senator  Williams.  Doctor,  how  does  this  work  ? 

Suppose  one  of  these  prospective  members  buys  this  property  and 
pays  you  cash  for  the  property.  Are  they  sold  for  cash  or  is  this 
just  an  installment  operation  ? 

Dr.  Weegeland.  Senator,  I  am  not  on  the  sales  force  but  I  don't 
think  it  is  permitted  that  he  can  buy  this  for  cash. 

Senator  Williams.  Then  he  must  pay  for  his  home  on  a  monthly 
installment  basis  ? 

Dr.  Wergelaxd.  Yes,  sir ;  this  is  the  way  the  service  can  be  provided. 

Senator  Williams.  When  he  gets  his  receipt  for  these  monthly 
installments  is  that  broken  down  so  much  for  a  payment  of  the  prop- 
erty and  so  much  for  interest,  and  so  forth  ? 

Dr.  Weegela]st>.  Correct. 

Senator  Williams.  Yes. 

Dr.  Weegeland.  These  payments  can  be  itemized  to  the  resident. 

Senator  Williams.  Ultimately  he  will  own  that  property  outright '? 

Dr.  Weegelaist).  Yes,  sir,  he  acquires  an  ec[uity  which  can  be  trans- 
ferred by  inheritance  to  whomever  he  wishes  to  give  it. 

Senator  Williams.  After  he  has  got  this  property  paid  for  should 
he  decide  to  sell  it  to  anybody  below  the  age  of  52  can  he  sell  it  ? 

Dr.  Weegelaot).  Ko,  sir ;  he  has  to  be  52, 

Senator  Williams.  Can  he  sell  it  to  anybody  he  wishes  who  is  52 
or  over  ? 

Dr.  Webgelaxd.  Yes,  sir. 

Senator  Williams.  Is  each  purchaser  automatically  then  in  under 
your  health  program  ? 

Dr.  Weegeland.  Yes,  sir.  If  they  meet  the  requirements  of  the 
sale  they  become  members  of  our  community  and  the  mutuals  as  we 
call  them. 

Senator  Wit .t jams.  On  this  itemized  bill  which  the  man  receives, 
each  man  that  lists  a  certain  amoimt  paid  for  health  and  other  bene- 
fits, are  these  fimds  set  aside,  are  they  funded,  or  are  they  commingled 
with  all  of  the  funds  of  the  foundation  ? 

Dr.  Weegela:n"d.  I  think  our  director  of  hospital  administration  can 
answer  that  best.  This  is  Eobert  Carithers,  who  is  director  of  hospital 
administration,  Leisure  World  Foundation. 

Mr.  Caeithees.  Senator  Williams,  in  answer  to  your  question,  ac- 
tually it  doesn't  work  exactly  this  way  that  an  itemized  statement  is 
given  each  month.  In  effect,  in  this  1  monthly  payment  covering  all 
the  items  which  Dr.  Wergeland  has  mentioned,  the  items,  for  example, 
care  of  physical  properties,  the  maintenance  of  community  facilities, 
the  educational  programs,  the  recreational  programs,  the  mxedical 
programs,  are  all  specifically  identified  in  a  monthly  payment  which 
is  established  at  the  beginnmg  of  each  fiscal  year. 

Xow,  at  the  end  of  the  fiscal  year  depending  on  how  the  operation 
has  gone,  the  monthly  payment  can  be  adjusted  slightly.  We  have 
been  very  fortunate  that  it  has  not  had  to  be  raised  or  lowered  more 
than  a  fraction  of  a  percentage  pomt.  but  I  think  your  question  led 
to  the  point  that  at  the  end  of  1  month,  let's  say,  you  wondered  was  the 
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resident  billed  for  the  services  on  an  itemization  and  this  determined 
his  monthly  payment. 

That  isn't  the  way  it  works. 

Senator  Williams.  That  wasn't  my  question  at  all.   I  was  only  re- 
peating what  the  witness  had  said. 
Mr.  Carithers.  I  am  sorry. 

Senator  Williams.  He  said  that  they  paid  $180  each  month,  for 
example,  and  that  this  was  broken  down  so  much  representing  the  in- 
terest on  the  property  purchases,  so  much  for  the  principal  of  the 
property,  so  much  for  the  recreational  facilities,  and  so  much  for  the 
medical  attention. 

I  am  asking  you  is  that  true  or  is  it  done  differently.  Are  you  telling 
me  now  that  is  

Mr.  Carithers,  No  ;  that  is  exactly  right. 

Senator  Williams.  We  will  go  back  to  the  point.  Then  you  do 
knov7  how  much  is  being  paid  by  these  various  members  for  medical 
attention,  do  you  not  ? 

Mr.  Carithers.  Oh,  yes ;  I  am  sorry.  I  misunderstood  you. 

Senator  Williams.  My  question  is  is  that  funded  or  is  that  com- 
mingled with  all  the  other  funds  together. 

Mr.  Carithers.  It  is  funded. 

Senator  Williams.  It  is  a  separate  fund  ? 

Mr.  Carithers.  Yes,  sir. 

Their  monthly  payment,  that  part  specifically  identified  for  the 
medical  portion  does  set  up  a  fund  which  covers,  in  effect,  80  percent 
of  the  cost  of  operating  the  medical  program. 

Senator  Williams.  I  understand  that  it  is  separate  as  far  as  he  pays 
for  it.  When  you  get  the  funds  are  they  commingled  with  the  other 
funds  of  the  company  or  are  these  payments  which  you  collect  for 
insurance,  for  instance,  set  aside  as  a  separate  fund,  earmarked  specif- 
ically to  be  used  for  medical  purposes,  or  are  they  commingled  with  all 
of  your  funds  where  they  can  be  used  toward  a  payment  of  the  prin- 
cipal, salaries,  and  all  the  other  expenses  ? 

Mr.  Carithers.  No ;  it  cannot  be  used  for  other  purposes. 

In  other  words,  each  operation  has  a  budget,  a  Ime  budget,  and  each 
one  is  audited  at  the  end  of  the  year  and  adjusted  accordingly. 

In  other  words,  they  could  not  use  the  medical  portion  of  that 
monthly  payment  to  pay  for  other  services.  At  the  end  of  the  year, 
let's  suppose  that  so  much  had  been  provided  for  the  medical  pro- 
gram, and  only  90  percent  of  this  amount  had  been  used.  In  adjusting 
the  budget  for  the  following  year  that  would  be  in  the  reserve  of  the 
medical  program  budget  going  into  the  next  fiscal  year,  and  it  would 
not  be  used  for  other  purposes. 

Senator  Williams.  Then  it  would  be  commingled  at  the  end  of  the 
year  ? 

Mr.  Carithers.  No  ;  it  could  then  be  used  only  to  reduce  the  medical 
portion  of  their  monthly  payment  in  the  following  year. 
Senator  Williams.  I  see. 
Mr.  Carithers.  It  would  not  be  commingled. 

Senator  Williams.  Now,  you  refer  to  the  Eossmoor-Cortese  Insti- 
tute.   How  is  that  financed  ?    Is  that  separate  from  the  foundation  ? 

Mr.  Carithers.  It  is  separate  from  the  Leisure  World  Foundation. 
This  was  established  by  Mr.  Cortese  with  the  University  of  Southern 
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California.  Mr.  Cortese  is  the  principal  owner  of  the  Rossmoor  Corp. 
which  is  the  building  corporation,  I  might  point  out. 

As  each  manor  unit  is  completed  and  sold  he  contributes  a  certain 
amount  of  m_oney,  which  has  been  agreed  upon  with  the  University  of 
Southern  California,  to  the  research  institute. 

Senator  Williams.  Does  it  have  any  other  sources  of  income  such 
as  grants,  Federal  grants  or  otherwise  ? 

Mr.  Carithers.  It  does  not  at  this  time.  But  they  certainly  would 
anticipate  making  application  for  any  worthwhile  project  which  could 
be  of  benefit  to  a  study  of  the  aged. 

Senator  Williams.  But  as  yet  it  has  not  ? 

Mr.  Carithers.  It  has  not. 

Senator  Williams.  Is  this  project  itself,  the  foundation  and^  all  of 
this  construction  project,  being  financed  by  private  means  or  is  it  part 
of  a  federally  financed  project? 

Mr.  Carithers.  This  is  by  private  means  completely. 

Senator  Williams.  'No  Federal  funds  at  all  ? 

Mr.  Carithers.  No;  the  mortgages,  I  might  say,  are  insured  under 
FHA. 

Senator  Anderson.  This  is  no  different  from  any  other  commercial 
venture,  Del  Webb's  Sunshine  City  or  Horizon  Cities. 

Mr.  Carithers.  We  think  it  is  quite  different.  Senator  Anderson. 
Senator  Anderson.  It  is? 

Mr.  Cariti-iers.  Because  of  the  m.edical  program  and  a  number  of 
other  unique  feartures. 

Senator  Anderson.  Couldn't  Del  Webb  provide  it  for  his  Sunshine 
Cities, 

Mr.  Carithers.  This  is  a  cooperative  nonprofit  venture  for  people 
who  do  it  themselves.  We  think  had  this  program  been  in  operation 
perhaps  15  years  before  this  year,  rather  than  just  the  3  that  it  has, 
perhaps  it  might  have  provided  an  adequate  answer  other  than  Fed- 
eral legislation  and  health  care  ? 

Senator  Anderson.  Senator  Curtis? 

Senator  Williams.  The  point  I  was  trying  to  get,  if  I  may,  was  that 
this  is  a  private  enterprise  project;  it  is  not  exactly  a  nonprofit  project, 
although  one  phase  of  it  may  be  nonprofit,  and  we  now  find  that  it  is 
federally  financed. 

Mr.  Carithers.  Yes ;  the  operation  

Senator  Williams.  But  let's  face  it — it  is  a  supposedly  planned 
profitable  operation. 

Mr.  Carithers.  Well,  I  would  certainly  assume  the  Rossmoor  Corp. 
would,  in  building  the  project,  make  a  profit.  But  once  the  commu- 
nity is  turned  over  to  the  people  and  the  Leisure  World  Foundation, 
it  is  operated  as  a  nonprofi_t  corporation. 

Dr.  Wergeland.  The  Leisure  World  Foundation  is  the  manage- 
ment agency  of  the  nonprofit  corporation. 

Senator  Williams.  I  understand. 

Do  these  payments  stay  at  $180  or  

Mr.  Carithers.  The  budget  is  developed  by  the  Leisure  World 
Foundation  each  year. 

Senator  Williams.  How  long  does  it  take  with  these  payments  be- 
fore the  man  owns  his  property  ? 

Mr.  Carithers.  I  think  they  are  set  up  on  20-year  loans.  I  would 
have  to  qualify  this.  I  am  not  exactly  certain. 


738 


SOCIAL  SECURITY 


Senator  Williams.  But  at  the  end  of  that  period  it  would  be  paid 
off? 

Mr.  Carithers.  Yes,  sir.  I  should  clarify  for  the  record,  Senator 
Williams  

Senator  Williams.  I  just  want  to  find  out  how  it  operates. 
Mr.  Carithers.  It  is  possible  that  a  person  can  come  in  and  pay  cash 
for  his  unit.  I  just  wanted  to  clarify  that. 
Dr.  Wergeland.  Under  certain  circumstances. 

Mr.  Carithers.  He  can  come  in  and  pay  cash.  Then  his  monthly 
payment  would  cover,  instead  of  principal  and  interest  on  his  mort- 
gage, the  taxes  and  costs  of  all  the  other  community  services  which 
he  cooperatively  participates  in. 

Senator  W illiams.  Yes. 

Now,  how  much  of  the  monthly  payment  is  represented  by  the  hos- 
pital association  for  medical  care  ? 

Mr.  Carithers.  This  varies  from  $11  per  unit  per  month  in  one 
community  to  a  maximum  of  approximately  $31.  When  we  say  per 
unit  per  month,  remember  this  is  for  a  man  and  wife.  It  happens  to 
be  on  a  unit  basis  but  it  covers  a  man  and  a  wife  in  the  unit. 

Senator  Williams.  That  is  around  $30  per  month  for  medical  and 
hospitalization. 

Mr.  Carithers.  That  is  right. 

Dr.  Wergeland.  Two  people  in  each  unit. 

Senator  Anderson.  $6  a  month  would  be  a  bargain,  $3  a  month 
would  be  an  even  greater  bargain. 

Dr.  Wergeland.  Yes,  overlooking  the  deductibles,  of  course. 

Senator  Williams.  Assuming  this  bill  passes,  it  would  be  absorbing 
a  part  of  the  costs  which  are  now  being  borne  by  the  fund. 

Would  your  costs  be  reduced  proportionately  ? 

Mr.  Carithers.  We  would  certainly  anticipate  this  would  be  our 
way  of  adjusting  to  the  program.  It  would  make  it  easier  for  our 
residents  in  their  monthly  payments.  It  would  be  reduced. 

Senator  Williams.  If  that  were  not  true,  it  would  mean  that  they 
would  be  paying  a  part  of  the  cost  and  therefore  paying  double. 

Mr.  Carithers.  (5h  ,  yes ;  which  would  be — well,  they  wouldn't  do  it. 

Senator  Anderson.  Thank  you  very  much. 

Dr.  Wergeland.  You  are  welcome,  sir. 

Thank  you  very  much. 

Senator  Anderson.  Is  Senator  Cooper  here  ? 

Senator,  do  you  desire  to  present  one  of  the  witnesses  who  is  going  to 
appear  here  this  morning  ? 
Dr.  Massie,  we  are  going  to  break  the  lineup  a  little  bit. 
We  will  ask  Senator  Cooper  to  present  you,  if  you  don't  mind. 
Senator  Cooper.  Thank  you,  Mr.  Chairman. 

I  appreciate  very  much  your  permitting  Dr.  Massie  to  testify.  I 
will  say  Dr.  Massie  is  a  very  able  and  distinguished  physician  of 
Kentucky,  and  for  a  number  of  years  he  has  been  chairman  of  the 
Rehabilitation  Committee  of  the  Kentucky  Medical  Association. 

STATEMENT  OP  DH.  W.  K.  MASSIE,  CHAIRMAN,  KEIJTUCKY 
MEDICAL  EEHABILITATIOIT  COMMITTEE 

Dr.  Massie.  Mr.  Chairman,  and  members  of  the  committee,  I  am 
Dr.  W.  K.  Massie,  an  orthopedic  surgeon  from  Lexington,  Ky.,  and 
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and  am  appearing  here  today  in  my  capacity  as  chairman  of  the 
Kentucky  Medical  Eehabilitation  Committee.  I  would  like  to  con- 
fine my  remarks,  however,  to  section  303,  title  3,  at  page  176  (disability 
insurance  benefits) . 

As  a  rehabilitation  committee,  we  have  been  concerned  with  all 
actors  Avhich  enhance  or  retard  the  return  of  a  disabled  worker  to  a 
gainful  occupation.  Eehabilitation  which  does  not  terminate  in  re- 
employment is  futile  and  all  funds  thus  expended  wasted. 

We  must,  therefore,  scrutinize  carefully  any  proposed  legislation 
which  might  have  the  effect  of  negating  such  rehabilitation. 

To  date,  social  security  is  available  only  to  permanently  totally 
disabled  workers.  Under  section  303,  H.R.  6675,  such  payments  could 
be  made  to  workers  temporarily  or  permanently  totally  disabled  for 
6  consecutive  months.  The  objective  of  the  section  apj^ears  to  be 
the  pro\dsion  of  speedier  benefits  for  the  temporarily  or  permanently 
disabled  worker  whether  or  not  covered  by  workmen's  compensation 
benefits.  This  admittedly  increases  tremendously  the  expenditure 
from  the  disability  trust  fund,  but  with  this  we  are  not  concerned. 
Tlie  effect  which  these  regular  payments — often  simultaneously  with 
workmen's  compensation  payments — have  on  the  incentive  of  a  worker 
to  cooperate  fully  with  a  provided  rehabilitation  ser^-ice  is  c-ertainly 
a  negative  one. 

Should  it  serve  to  convert  even  a  small  percentage  of  temporarily 
disabled  workers  into  permanently  disabled  ones  by  stimulating  their 
resistance  to  rehabilitation,  its  deleterious  effects,  it  seems,  would  out- 
weight  its  advantages.  Rehabilitation  is  as  often  influenced  by  socio- 
economic factors  as  physical  ones.  Just  as  no  physical  fitness  pro- 
gram can  alter  the  conditioning  of  the  populace  without  individual 
participation  of  its  members,  elaborate  outlays  for  rehabiliation  will 
not  increase  the  work  tolerance  of  a  single  apathetic  worker. 

The  effect  of  section  303  would  be  most  devastating  in  just  those 
low  income,  frequently  single  industry  areas.  Such  areas  provide 
little  choice  to  the  patient  but  to  return  to  his  original  occupation.  To 
return  a  hea^^  laborer  with  a  temporarily  disabling  backache  to  his 
job  requires  the  active  cooperation  of  the  workers  and  often  the 
employers. 

Rehabilitation  rarely  restores  the  work  tolerance  to  the  preinjury 
level.  Usually  the  worker  must  return  to  work  on  a  t  emporarily  par- 
tial disability  basis  which  is  rapidly  converted  to  unrfsstricted  activity 
by  participation  in  a  familiar  labor. 

If  the  work  is  scarce  and  the  workers  many,  is  there  much  pressure 
on  an  employer  to  rehire  a  temporarily  disabled  worker  when  he  knows 
the  worker  is  well  cared  for  under  a  program  other  than  workman's 
compensation  ? 

Social  security  disability  benefits,  unlike  many  welfare  programs, 
are  administered  on  an  all-or-noue  basis — either  the  worker  is  totally 
disabled  or  he  is  not  covered.  This  has  a  paralyzing  effect  on  re- 
habilitation cooperation  since  the  worker  will  not  return  to  work  on  a 
temporary  partial  disability  status. 

Finally,  the  full  force  of  discouragement  is  brought  to  bear  on  the 
worker  with  the  best  prognosis  for  full  recover}^  Unlike  the  work  dis- 
abled by  psychoneurosis  or  cardiovascular  disease,  the  worker  injured 
on  the  job  and  covered  by  workmen's  compensation  is  more  likely  to 
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be  restored  to  full  capacity  or  left  with  a  minor  permanent  impair- 
ment compatible  with  his  original  work.  However,  encouraged  by 
dual  compensation  he  may  be  recalcitrant  to  all  rehabilitation  efforts. 

If  the  objective,  then,  is  to  return  a  worker  to  active  work  status  in 
the  shortest  possible  time,  recognizing  this  to  be  the  optimum  mental 
and  physical  therapy,  then  we  would  request  that  the  committee  give 
serious  attention  to  Section  303.  We  believe  it  should  be  deleted  in 
its  entirety,  since  its  deleterious  effects  seem  to  outweigh  its  advantages. 
If  it  should  only  be  modified,  certainly  we  would  hope  that  it  will  be 
amended  to  preclude  the  payment  of  dual  compensation. 

We  appreciate  the  opportunity  to  express  our  views  before  this 
committee. 

Senator  Anderson.  Thank  you  Dr.  Massie. 

This  is  a  section  which  has  been  very  carefully  discussed  as  we  have 
gone  along.  I  think  the  majority  of  the  witnesses  have  all  agreed 
with  you  on  this  section,  and  I  will  say  to  you  also  that  the  House  in 
putting  it  in  also  provided  for  a  review^  which  is  to  be  finished  by 
December  31, 1966.  It  is  possible  that  it  is  going  to  be  rapidly  speeded 
up,  and  there  are  members  of  our  committee  who  are  in  favor  of  drop- 
ping the  section  entirely  as  you  suggest. 

I  want  to  bring  you  that  slight  ray  of  hope. 

Dr.  Massie.  Thank  you,  sir. 

Senator  Anderson.  Senator  Talmadge  ? 

Senator  Curtis  ? 

Sentor  Curtis.  Doctor,  the  rehabilitating  process,  which  you  pro- 
pose here  is  really  best  for  the  injured  or  ill  worker,  isn't  it  ? 

Dr.  Massie.  Sir,  we  feel  that  the  best  possible  thing  for  a  worker  is 
to  work.  He  is  more  satisfi.ed  and  he  is  happier,  but  he  does  not 
understand  this. 

Senator  Curtis.  But  after  he  gets  over  the  hump  and  is  rehabili- 
itated? 

Dr.  Massie.  It  is  best  for  him. 

Senator  Curtis.  What  has  been  your  observation  as  to  that  worker, 
and  his  family  and  the  familv  relationship  that  it  has  been  a  good 
thing? 

Dr.  Massie.  Yes,  sir. 

Senator  Curtis.  Much  better  than  to  be  shelved  and  be  compensated 
for  a  disability  than  he  can  overcome  ? 

Dr.  Massie.  I  think  this  is  unquestionable.  That  is  right. 

Senator  Curtis.  How  successful  is  this  business  of  rehabilitation? 
Are  a  lot  of  people  rehabilitated  ? 

Dr.  Massie.  Well,  sir,  this  is  what  brought  on  my  concern  in  this  sec- 
tion of  this  bill.  In  our  State  currently  it  is  interpreted  that  a  man 
totally  unable  to  return  to  his  original  occupation  is  totally  and  per- 
manently disabled,  and  since  this  interpretation  of  our  workmen's 
compensation  has  been  in  effect,  which  has  been  not  more  than  5  years, 
our  ability  to  get  these  workers  back  to  work  has  been  so  tremendously 
curtailed  that  it  has  seemed  almost  a  hopeless  problem  to  rehabilitate 
them. 

Prior  to  this,  when  they  would  go  back  on  a  limited  partial  duty 
status  to  some  different  job,  they  were  willing  to  return  to  work,  and  it 
is  this  which  was  a  most  important  factor. 
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Senator  Curtis.  I  won't  take  a  lot  of  time  here.  In  other  words, 
your  opinion  is  that  rehabilitation,  if  properly  handled,  and  the  in- 
centives are  all  directed  toAvard  rehabilitation  that  it  is  a  very  success- 
ful process  and  helps  a  lot  of  people  ? 

Dr.  Massie.  Yes,  sir ;  if  they  have  the  incentive,  yes,  sir. 

Senator  Curtis.  That  is  all. 

Senator  Anderson.  Thank  you  very  much,  Doctor. 
Dr.  Grady  V.  Lake. 

Senator  Talmadge.  Mr.  Chairman,  it  is  a  great  privilege  and  pleas- 
ure to  me  to  w^elcome  to  our  committee  my  old  friend  and  constituent. 
Dr.  Grady  V.  Lake,  of  Atlanta,  Ga. 

STATEMEITT  OF  DE.  GEADY  V.  LAKE,  MEMBEE,  BOAED  OF  CONTEOL, 
INTEEITATIONAL  CHIEOPEACTOES  ASSOCIATION;  ACCOMPANIED 
BY  JOSEPH  P.  ADAMS,  WASHING-TON,  D.C.,  COUNSEL 

Dr.  Lake.  Thank  you.  Senator  Talmadge. 

Senator  Anderson.  We  are  very  glad  to  have  you  here  and  appre- 
ciate your  coming. 

Dr.  Lake,  Thank  you,  sir. 

Senator  Anderson,  Mr.  Chairman  and  distinguished  members  of  the 
Finance  Committee,  I  am  Dr.  Grady  V.  Lake,  of  Atlanta,  Ga.,  and  I 
am  a  practicing  chiropractor  and  I  have  practiced  my  profession  in 
Atlanta  for  almost  20  years  and  appear  here  today  on  behalf  of  the 
International  Chiropractors  Association,  a  nonprofit  professional  as- 
sociation of  thousands  of  practicing  chiropractors  throughout  the 
United  States,  with  headquarters  in  Davenport,  Iowa,  741  Brady 
Street.  Accompanying  me  here  today  is  our  Washington,  D.C.,  coun- 
sel. Brig.  Gen.  Joseph  P.  Adams. 

First,  I  wish  to  express  the  appreciation  to  the  committee  for  making 
time  available  to  call  attention  to  the  significant  fact  that  H.E.  6675 
in  its  present  form  does  not  fully  permxit  the  eligible  individuals  who 
qualify  for  benefits  to  use  or  employ  chiropractic  services. 

We  wish  to  urge  that  the  people  who  are  to  be  the  beneficiaries  of 
this  legislation  should  have  the  freedom  to  choose  the  doctor  and  the 
method  of  health  services  of  their  choice;  that  those  who  are  chiro- 
practic patients  should  not  be  discriminated  against. 

We  are  not  involved  here  with  any  considerations  of  the  relative 
merits  of  one  system  of  healing  versus  another  system  of  healing. 
I^or  are  we  concerned  with  legal  recognition  of  chiropractic — that 
matter  is  for  the  several  States  to  consider,  and  47  of  them  have 
granted  legal  status  to  the  chiropractic  profession,  the  second  largest 
healing  art  in  the  United  States  today. 

Today's  doctor  of  chiropractic  m.ust  have  at  least  a  high  school  educa- 
tion prior  to  entry  into  chiropractic  college,  and  with  only  one  or 
two  exceptions,  he  must  obtain  4  inresidence  years  of  chiropractic 
education  before  making  application  to  the  State  board  of  his  choice. 

Additionally,  about  one-half  of  the  States  today  require  1  or  2  years 
of  preprofessional  college  education  in  addition  to  high  school  and 
the  4  years  of  chiropractic  education.  Moreover,  about  one-half  of 
the  States  require  the  prospective  chiropractor  to  take  the  same  basic 
science  examinations  given  to  prospective  members  of  the  other  healing 
arts. 
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Most  workmen's  compensation  laws  recognize  the  chiropractor's 
services,  and  several  hundred  insurance  companies  recognize  such 
services  in  their  policies,  or  by  administrative  action.  Moreover,  many 
doctors  of  chiropractic  obtained  their  chiropractic  education  as  a  direct 
result  and  benefit  of  participating  under  the  "GI  bill  of  rights"  educa- 
tion opportunities. 

Additionally,  the  Kerr-Mills  bill  recognized  all  members  of  the  li- 
censed healing  arts,  and  this  is  recognized  in  the  present  legislation  in 
section  1905  (6)  and  (14),  page  143.  Members  of  the  chiropractic 
profession  number  about  20,000,  and  care  for  upward  of  3  million 
patients  per  year.  These  patients  are  from  all  walks  of  life  and  most 
participate  in  some  form  or  forms  of  health  insurance. 

Again,  we  would  call  to  your  attention  that  section  1802  of  the 
present  bill  at  page  9  guarantees  the  patient's  freedom  of  choice  of 
health  services.  It  is  respectfully  submitted  that  this  freedom  is  not 
complete  or  available  in  fact  unless  the  patient  has  the  choice  of  the 
services  of  all  or  any  of  the  healing  arts. 

With  this  in  mind,  therefore,  we  respectfully  submit  for  your  favor- 
able consideration  the  following  revised  language  to  be  inserted  on 
page  82  of  H.R.  6675,  section  1861  (r)  under  definition  of  a 
"physician" : 

The  term  "physician,"  when  used  in  connection  with  the  performance  of  any 
function  or  action,  means  an  individual  licensed  to  practice  any  of  the  healing 
arts  within  the  scope  of  his  practice,  as  defined  by  the  State  in  which  he  per- 
forms such  function  or  action. 

We  submit  this  language  be  inserted  in  place  of  the  present  language 
ofH.E.6675. 

Specifically,  it  is  most  important  at  this  point  in  the  testimony 
to  relate  that  a  vice  president  of  the  Metropolitan  Life  Insurance  Co. 
during  the  week  of  May  3,  1965,  advised  the  International  Chiroprac- 
tors Association  that — 

although  Metropolitan  has  consistently  been  honoring  the  claims  of  chiropractors, 
they  would  find  themselves  in  the  very  embarrassing  position  of  not  being  able 
to  reimburse  for  chiropractic  care  if  they  were  to  become  one  of  the  insurance 
carrier  "administrators"  of  the  Medicare  plan  if  it  is  passed  in  its  present 
form  because  the  definition  of  a  "physician"  does  not  include  chiropractic. 

This  objective  statement  from  a  potential  insurance  carrier  partici- 
pant is  the  best  example  that  could  be  offered  this  committee  to  indi- 
cate the  dire  results  facing  the  chiropractic  profession  from  the  pres- 
ent discriminatory  language  contained  in  the  definition  of  physician. 
It  is  assumed  that  the  existing  discrimination  is  inadvertent  and  arises 
from  a  failure  to  understand  the  legislative  language  needs  of  chiro- 
practic to  accomplish  inclusion  under  medicare  and  that  such  dis- 
criminatory language  will  be  eliminated  by  the  adoption  of  amend- 
ments proposed  herein. 

Also,  to  insure  fair  and  adequate  recognition  of  all  healing  arts  un- 
der this  legislation  we  respectfully  suggest  for  your  consideration  the 
following  additional  wording  to  be  added  to  section  1868(a) ,  page  99, 
at  line  14  and  at  line  18. 

At  line  14  following  the  word  "medicine"  we  suggest  the  additional 
wording  "and  the  other  healing  arts." 

Further,  at  line  18  following  the  ending  of  the  word  "phvsicians," 
which  began  on  line  17,  we  suggest  additional  wording,  "as  defined  in 
section  1861  (r)." 
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We  feel  that  these  suggested  amendments  to  the  present  proposal 
will  bring  the  bill  into  line  with  the  intent  of  section  1802  of  the  legis- 
lation, "free  choice  by  patient  guaranteed,"  and  will  afford  the  Nation 
an  example  of  general  legislation  in  the  health  care  field  which  will  not 
be  subject  to  the  charge  of  special  interest  legislation. 

Further,  it  will  provide  all  who  will  come  under  the  benefits  of  this 
legislation  with  the  right  to  fully  participate  in  its  benefits,  an  objec- 
tive shared  by  all  who  support  the  legislation. 

We  thank  you  very  much  for  your  interest  and  kind  consideration 
and  understanding  of  our  position. 

Senator  Anderson.  Senator  Talmadge  ? 

Senator  Talmadge.  Dr.  Lake,  as  I  understand  your  testimony,  while 
the  bill  seeks  to  grant  freedom  of  choice  to  any  patient  for  any  doctor, 
it  does  not  spell  out  in  detail  in  the  bill  that  when  you  refer  to  a  doctor 
you  mean  any  medical  doctor  or  healing  science  or  art  that  has  been 
recognized  by  State  law  and  licensed  as  such  to  do  business  within  that 
State. 

Dr.  Lake.  Yes,  sir.  It  does  omit  this  fact.  I  don't  think  it  was 
mtentional  in  the  drafting  of  the  bill,  but  it  does  omit  it,  and  it  defines 
"physician"  as  a  practitioner  of  medicine,  therefore,  leaving  out  the 
other  forms  of  healing  which  a  large  segment  of  the  population,  of 
course,  as  you  know,  use  from  time  to  time. 

Senator  Talmadge.  You  think  in  keeping  with  the  patient's  desire 
to  have  freedom  of  choice  to  select  his  own  doctor,  he  should  have  the 
right  to  select  whoever  has  been  licensed  within  the  State  to  practice  in 
that  art  or  profession  ? 

Dr.  Lake.  Yes,  sir;  we  feel  definitely  that  this  freedom  should  be 
granted  to  our  people  that  would  be  covered  by  this  legislation. 

Senator  Talmadge.  I  have  no  further  questions. 

Senator  Anderson.  Senator  Curtis? 

Senator  Curtis.  Your  first  amendment  is  one  that  would  permit  a 
beneficiary^  to  avail  himself  of  the  services  of  a  chiropractor;  isn't 
that  right? 

Dr.  Lake.  That  is  correct,  sir. 

Senator  Curtis.  What  you  propose  in  the  second  instance  relates  to 
membership  on  the  National  Medical  Review  Committee. 

Dr.  Lake.  Our  attorney  could  answer  that  possibly  better  than  I 
could.    Attorney  Adams,  if  you  will. 

Mr.  Adams.  It  was  my  impression,  Senator,  that  the  minor  recom- 
mendations for  amendment  of  the  statement  were  necessary,  assuming 
that  the  principal  amendment  was  granted,  to  the  description  of  the 
word  "physician"  and  in  other  words,  there  are  two  minor  recom- 
mendations being  made  here,  that  the  words  "and  the  other  healing 
arts'"  should  follow,  after  the  word  "medicine." 

Senator  Curtis.  But  section  1868  relates  to  the  National  Medical 
Review  Committee.  It  begins  by  saying : 

There  is  hereby  created  a  National  Medical  Review  Committee  (hereinafter 
in  this  section  referred  to  as  the  "committee")  which  shall  consist  of  nine  per- 
sons, not  otherwise  in  the  employ  of  the  United  States,  appointed  by  the  Secre- 
tary without  regard  to  the  civil  service  laws.  The  Secretary  shall  from  time 
to  time  appoint  one  of  the  members  to  serve  as  chairman.  The  members  shall 
be  selected  from  among  individuals  who  are  representative  of  organizations  and 
associations  of  professional  personnel  in  the  field  of  medicine  and  other  indi- 
viduals who  are  outstanding  in  the  field  of  medicine  or  in  related  fields. 
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And  after  the  word  "medicine"  

Mr.  Adams.  Yes,  sir. 

Senator  Curtis.  Then  it  is  true  that  your  amendments  on  page  4 
relate  to  the  qualifications  of  members  for  the  National  Medical  Re- 
view Committee  ? 

Mr.  Adams.  Yes,  sir ;  Senator  Curtis. 

Senator  Curtis.  And  your  first  amendment  relates  to  the  right  of 
a  beneficiary  without  question  to  choose  a  chiropractor  ? 
Mr.  Adams.  Yes,  sir. 
Senator  Curtis.  That  is  all. 

Mr.  Adams.  And  more  significantly,  as  we  pointed  out,  Senator,  that 
these  insurance  companies,  especially  the  one  that  is  mentioned,  have 
formally  advised  the  association,  the  International  Chiropractors  As- 
sociation that  should  they  become  one  of  the  carriers  in  the  plan  they 
would  not  be  able  to  reimburse  for  chiropractic  services  under  the 
present  language  of  the  bill  describing  a  physician. 

Senator  Curtis.  That  relates  to  your  first  amendment. 

Mr.  Adams.  Yes,  sir. 

Senator  Anderson.  Thank  you  very  much,  Dr.  Lake. 
We  appreciate  your  coming  here. 
Dr.  Lake.  Thank  you,  sir. 
Senator  Anderson.  Dr.  Conf  orti. 

STATEMENT  OE  BE.  JAMES  A.  CONFORTI,  PEESIDEOT,  AMEEICAE[ 
PODIATEY  ASSOCIATION;  ACCOMPANIED  BY  DE.  SEWAEB  P. 
NYMAN,  EXECUTIVE  BIEECTOE,  AMEEICAN  POBIATEY  ASSOCI- 
ATION 

Dr.  CoNFORTi.  Mr.  Chairman  and  members  of  the  committee,  I  am 
James  A.  Conforti,  president  of  the  American  Podiatry  Association, 
a  doctor  of  podiatry  in  private  practice  in  Bedford,  Ohio,  and  head  of 
the  podiatry  department  at  the  Hawthornden  State  Hospital. 

I  have  with  me  Dr.  Seward  P.  JNTyman,  executive  director  of  the 
American  Podiatry  Association, 

The  American  Podiatry  Association  is  a  voluntary  nonprofit  orga- 
nization established  in  1912  and  composed  of  52  component  societies, 
1  in  each  State,  the  District  of  Columbia,  and  Puerto  Rico. 

Since  1958,  the  American  Podiatry  Association  in  statements  to 
the  Congress  has  consistently  favored  a  program  to  provide  health 
care  for  older  people.  In  our  statement  last  year,  we  pointed  out  that 
an  effective  program  should  include  provisions  for  doctors'  services  as 
well  as  protection  to  cover  the  costs  of  hospitalization. 

This  position  was  reaffirmed  on  Ja^nuary  24  of  this  year  in  a  state- 
ment made  by  our  board  of  trustees  and  we  are  pleased  to  note  that  the 
revised  bill  passed  by  the  House  contains  these  provisions. 

This  statement  also  urges  that  the  Congress  should  provide  older 
people  the  needed  services  of  podiatrists  for  covered  benefits.  While 
several  of  the  measures  introduced  in  the  House  did  make  provisions 
for  this  care,  we  regret  that  the  revised  bill  did  not  retain  this 
language. 

The  largest  team  of  health  personnel  and  facilities  ever  considered 
will  be  necessary  to  provide  the  services  for  this  program.  To  assist 
Avith  this  effort,  the  Nation's  podiatrists  are  ready  to  do  their  part. 
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A  survey  in  196-1  of  the  over  8,000  podiatrists  in  the  United  States 
indicates  that  73  percent  have  institutional  afiiliations  such  as  hosx-)i- 
tals,  clinics,  nursing  homes  and  homes  for  the  aged. 

Approximately  40  percent  of  the  patients  treated  by  podiatrists  are 
over  61-  and  these  older  people  have  three  times  the  incidence  of  foot 
problems  as  the  general  population. 

In  Philadelphia,  the  Public  Health  Service-supported  podiatric 
health  educational,  screening,  and  treatment  program  appropriately 
called,  '%eep  them,  walking,"  has  attracted  over  1,500  older  persons. 
An  average  of  more  than  12  foot  conditions  per  geriatric  patient  has 
been  revealed  and  many  previously  unrecognized  chronic  diseases  have 
been  diagnosed. 

The  Departm_ent  of  Public  Health  of  the  District  of  Columbia  in  pro- 
viding the  services  of  podiatrists  as  part  of  its  m.edical  assistance  for 
the  aged  plan,  commented:  "Foot  problem.s  and  the  resultmg  diffi- 
culty in  walking  are  widely  prevalent  among  the  aged.  Such  dis- 
ability contributes  to  accidents  and  has  a  deleterious  effect  upon  their 
physical  and  mental  health.  Only  a  minim_um  of  podiatry  care  is  avail- 
able to  the  medically  indigent  in  the  District  of  Columbia.  The  De- 
partment of  Public  Health  will  establish  several  specialized  clinics  to 
examine  and  treat  foot  conditions  of  the  eligible  aged.  *  *  *  Home 
podiatry  services  for  treatment  of  serious  foot  conditions  which  are 
common  to  these  infirmed  and  ill-aged  persons  will  be  expanded." 

Mr.  Chairman,  these  hearings  offer  an  opportunity  to  review  our  ex- 
perience with  two  other  important  health  care  program.s. 

Eeference  is  m.ade  to  the  Federal  employees  health  benefits  plans 
and  the  medical  assistance  to  the  aged  programs.  The  legislation  in 
both  cases  did  not  specifically  include  or  exclude  the  services  of  podia- 
trists.  This  decision  was  left  to  administrative  agencies. 

In  the  case  of  the  health  care  program^  for  active  and  retired  Federal 
workers,  the  service  benefit  plan  administered  by  Blue  Cross  and  Blue 
Shield  define  "physician"  as  a  doctor  of  medicine,  doctor  of  osteopathy, 
doctor  of  dental  surgery,  and  doctor  of  podiatry.  The  indeimiity  bene- 
fit plan  also  defines  "doctor"  in  a  similar  manner.  Other  health  plans 
for  retired  people  also  include  the  services  of  podiatrists  for  their  sub- 
scribers. 

In  this  regard,  an  official  of  a  large  insurance  company  contacted  us 
with  his  concern  for  what  appears  to  be  a  diffixcult  if  not  impossible  ad- 
ministrative problem.  He  cited  the  example  of  a  couple,  one  of  whom 
is  over  65  and  both  are  presently  subscribers  to  a  health  plan.  TYlien 
one  of  them  participates  in  the  proposed  program  the  administrators 
are  faced  with  the  dilemma  of  telling  one  member  of  the  family  that 
podiatry  services  are  no  longer  covered  while  at  the  same  time  con- 
tinuing to  recognize  such  services  for  the  other  member  of  the  family. 

In  the  case  of  the  medical  assistance  for  the  aged  or  Kerr-Mills  pro- 
gram, implementation  was  left  for  interpretation  by  the  States.  In 
only  16  States  and  the  District  of  Colum.bia  do  such  plans  provide  for 
the  services  of  podiatrists  to  older  people  who  are  eligible  for  health 
care_  benefits.  It  is  our  observation  that  assuring  such  persons  of  the 
services  of  podiatrists  should  not  be  considered  a  detail  to  be  resolved 
after  enactment  of  the  statute.  We  have  this  concern  for  these  older 
people  following  our  study  of  the  provisions  of  H.R.  6675. 
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Presently,  the  definition  of  "pliysician''  referred  to  in  H.R,  6675  in- 
cludes only  the  medical  doctor  and  osteopath.  Since  podiatrists  are 
licensed  in  every  State  to  treat  the  foot  by  medical  and  surgical  means, 
it  is  our  recommendation  that  consideration  be  given  to  the  attached 
amendments  to  H.R.  6675  (exhibit  1)  so  that  older  people  may  be  as- 
sured of  the  services  of  podiatrists  as  part  of  this  most  important  pro- 
gram and  that  they  may  continue  to  have  the  freedom  to  select  the  doc- 
tor of  their  choice. 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  your 
committee  to  express  podiatry's  concern  for  health  care  of  the  aged 
and  to  present  its  views  and  recommendations  on  the  program  under 
consideration.   I  will  be  pleased  to  answ^er  any  questions  at  this  time. 

( The  exhibit  referred  to  follows : ) 

Exhibit  1 

Amendments  to  H.R.  6675 

Page  123,  after  line  19,  insert  following  new  section : 

"DEFINITION  OF  'PHYSICIAN'  AND  'HOSPITALIZATION' 

"Sec.  108.  Section  1101(a)  (7)  of  the  Social  Security  Act  is  amended  by  strik- 
ing out  'osteopathic  practitioners  or  the  services  of  osteopathic  practitioners 
and  hospitals'  and  inserting  in  lieu  thereof  'osteopathic  practitioners  and  podia- 
trists, or  the  services  of  osteopathic  practitioners  and  podiatrists  and  osteo- 
pathic and  podiatric  hospitals,'." 

Redesignate  the  succeeding  section  and  amend  the  table  of  sections  accord- 
ingly. 

Conforming  amendments 

Page  64,  after  "osteopathic"  in  line  19  insert  "or  podiatric"  and  after  "Associa- 
tion" in  line  21  insert  "or  the  American  Podiatry  Association  Council  on  Educa- 
tion, as  the  case  may  be." 

Page  92,  line  8,  after  "Association"  insert  the  American  Podiatry  Asso- 
ciation,". 

Senator  Anderson.  Thank  you  very  much. 
Senator  Curtis  ? 

Senator  Curtis.  It  is  your  opinion  that  what  you  want  done  is  to 
change  the  definition  of  a  physician  ? 

Dr.  CoNFROTi.  Yes,  sir.  We  would  like  to  have  it  conform  with 
prior  definitions  of  "physician"  where  it  includes  doctor  of  medicine, 
doctor  of  osteopathy,  doctor  of  dental  surgery,  and  doctor  of  podiatry. 

We  like  to  feel  that  the  definition  should  be  uniform  throughout 
the  Federal  Government. 

Senator  Curtis.  I  believe  the  definition  is  : 

The  term  "physician,"  when  used  in  connection  with  the  performance  of 
any  function  or  action,  means  an  individual  legally  authorized  to  practice  medi- 
cine and  surgery  by  the  State  in  which  he  performs  such  function  or  action  (in- 
cluding a  physician  within  the  meaning  of  sec.  1101(a)  (7) ). 

And  that  says  the  term — 

Physician,  medical  care,  and  hospitalization  include  osteopathy  practitioners 
or  the  services  of  osteopathic  practitioners  as  defined  by  State  law. 

Are  not  the  members  of  your  profession  legally  authorized  to  prac- 
tice medicine  and  surgery  ? 

Dr.  Conforti.  Yes ;  they  are  legally  authorized  to  practice  medicine 
and  surgery.  But  unless  the  definition  recognizes  that  we  actually 
practice  medicine  and  surgery  our  services  will  not  be  included.  Our 
degrees  are  not  that  of  the  M.D.    Just  as  in  dentistry,  the  degree  is 
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doctory  of  dental  surgery,  ^Ye  have  doctor  of  podiatry  or  doctor  of 
surgical  podiatry.    It  is  not  spelled  out  clearly  enough. 

Senator  Curtis.  Yv^ell  now,  do  holders  of  the  degree  of  doctor  of 
medicine  treat  the  feet  ? 

Dr.  CoxFORTi.  Many  of  them  do.  I  doubt  if  many  psychiatrists  or 
other  people  in  many  specialties  within  the  medical  field  pay  much 
attention.  Their  license,  of  course,  qualifies  them  to  treat  any  part  of 
the  body  with  or  without  qualification  in  one  of  the  specialties. 

Senator  Curits.  ^"\^iat  does  your  license  provide  ? 

Dr.  CoNFORTi.  I  beg  your  pardon,  sir  ? 

Senator  Curtis.  What  does  your  license  provide  ? 

Dr.  CoNFORTi.  May  I  read  a  typical  definition  to  you  ? 

Senator  Curtis.  Yes,  please. 

Dr.  Coxforti.  In  the  District  of  Columbia : 

The  surgical,  medical  or  mechauical  treatment  of  any  ailment  of  the  human 
foot  except  the  amputation  of  the  foot  or  any  of  the  toes  and  also  except  the  use 
of  an  anesthetic  other  than  a  local  one. 

This  is  one  of  the  d^efinitions. 

Senator  Curtis.  You  are  quite  sure  that  without  an  amendment  you 
are  outside  this  bill  ? 
Dr.  Co^^^ORTI.  Yes,  sir. 

We  feel  that  the  aged  citizens  of  our  IS'ation  could,  by  the  enactment 
of  this  legisaltion,  as  it  now  reads,  be  deprived  of  an  important  part  of 
their  total  health  care  through  the  elimination  of  podiatry  services. 

Senator  Curtis.  TOiat  is  your  situation  with  respect  to  private  in- 
surance '?    Do  insurance  companies  employ  you  ? 

Dr.  Conforti.  Yes.  We  are  recognized  by  most  insurance  firms, 
and  Dr.  Nyman,  do  you  have  the  number  of  States  that  cover  podia- 
trists mider  Blue  Cross,  Blue  Shield  or  just  Blue  Shield,  let  us  say? 
There  are  19  States  m  which  Blue  Shield  does  pay  for  podiatric  serv- 
ices that  are  covered  in  their  schedule  of  payments. 

Senator  Curtis.  Are  they  included  in  Kerr-Mills  ? 

Dr.  Coxforti.  In  16  States  they  are  included  in  Kerr-Mills. 

Senator  CiniTis.  I  mean  so  far  as  the  Federal  act  is  concerned. 

Dr.  Coxforti.  ^N'ot  by  name ;  no. 

Senator  Curtis.  But  it  is  permitted  ? 

Dr.  Coxforti.  This  is  left  up  to  the  admmistration  in  the  State 
that  utilizes  the  Kerr-Mills  legislation. 

Senator  Curtis.  I  am  not  suggesting  language,  I  am  just  asking  a 
question.  If  it  was  left  to  individuals  licensed  in  the  several  States 
to  deal  with  health,  that  would  put  you  in  in  how  many  States  ? 

Dr.  Coxforti.  Well,  I  think  this  would  be  a  very  difficult  question 
to  answer  precisely. 

Senator  Cuhtis.  Are  there  any  States  in  which  you  are  not  licensed 
to  do  business  ? 

Dr.  Cox^FORTi.  Xo ;  all  States,  the  District  of  Columbia.  Puerto  Eico, 
the  50  States  all  have  licensure  laws  for  podiatrists. 
Senator  Curtis.  Yes. 

In  general  what  do  they  require  so  far  as  education  preparation  is 
concerned  ? 

Dr.  Coxforti.  Following  high  school  graduation  the  prerequisite  for 
entrance  into  any  podiatry  college  today  is  2  7rears  of  approved  pre- 
medical  college  and  4  years  of  podiatry  college.  There  are  some  States 
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that  also  require  a  1-year  internship  in  addition  to  the  4-year  program 
leading  to  the  degree  of  doctor  of  podiatr}- ,  so  it  is  a  total  of  6  to  7 
years. 

Senator  Curtis,  At  the  present  time  none  of  them  require  less  than 
2  years  of  preprofessional  training  on  the  college  level  and  4  years 
of  college  ? 

Dr.  CoNFORTi.  There  may  be  some  State  laws  Y\^hich  are  not  clear  oi\ 
that  or  that  may  only  require  1  year  of  college,  but  you  must  have  2 
years  of  college  to  qualify  for  entrance  into  a  podiatry  college. 

Senator  Curtis.  I  see.  How  long  have  the  colleges  required  that  ? 

Dr.  CoNFORTi.  Well,  the  first  colleges  that  set  up  a  6 -year  program,  I 
believe,  started  in  1939 ;  am  I  correct,  Dr.  Nyman,  and  the  last  ones 
required  it  in  1964. 

Senator  Curtis.  For  how  long  a  time  have  they  been  including  4 
years  professional  training? 

Dr.  CoNFORTi.  I  think  for  a  minimum  of  20  years. 

Senator  Curtis.  That  is  all. 

Senator  Anderson.  Thank  you  very  much.  We  will  meet  again  to- 
morrow morning  at  10  o'clock. 

Dr.  CoNFORTi.  Thank  you  very  much  for  the  opportunity  to  be  heard. 

(Whereupon,  at  12:15  p.m.,  the  committee  recessed  to  reconvene 
at  10  a.m.,  Thursday,  May  13,  1965.) 
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THURSDAY,  MAY  13,  1965 

U.S.  Senate, 
Committee  on  Finance, 

Washington^  B.C. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  2221, 
New  Senate  Office  Building,  Senator  Harry  Flood  Byrd,  presiding. 

Present:  Senators  Byrd,  Anderson,  Long,  Douglas,  Talmadge, 
Williams,  Carlson,  Curtis,  Morton,  and  Dirksen. 
Also  present :  Elizabeth  B.  Springer,  chief  clerk. 
The  Chairman.  The  committee  will  come  to  order. 
The  first  witness  is  Dr.  Austin  Smith. 

STATEMENT  OP  AUSTIN  SMITH,  M.D.,  PRESIDENT,  PHAHMACEUTI- 
CAL  MANUEACTTJEEES  ASSOCIATION;  ACCOMPANIED  BY.  DR. 
THEODORE  G.  KLUMPP  AND  C.  JOSEPH  STETLER 

Dr.  Smith.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  Smith,  and  there  are  with  me  today  Dr.  Klumpp  on  my  right,  and 
Mr.  Stetler  on  my  left. 

If  I  may  conserve  your  tim_e  by  simply  directing  your  attention  to 
the  first  two  or  three  pages  of  our  prepared  testimony,  the  identifi.ca- 
tion  of  these  gentlemen  and  of  myself  will  be  found  there. 

I  would  like  to  express  appreciation,  on  behalf  of  ourselves  and 
particularly  of  the  association,  for  the  opportunities  to  appear  and  I 
will  try  to  show  our  thanks  by  summarizing  our  statement.  I  would 
like  to  cover  a  few  points  just  briefly  on  some  of  the  pages,  hurriedly 
go  through  them  and  then  hopefully  be  prepared  to  answer  questions 
that  you  and  your  colleagues  may  have. 

The  reason  the  Pharmaceutical  Manufacturers  Association  asked 
for  the  opportunity  to  appear  before  you  is  because  of  its  long  interest 
in  what  we  call  prescription  drugs,  drugs  that  are  available  only  on 
prescription,  and  it  represents,  as  you  will  find  on  the  pages  of  the 
prepared  statement,  a  substantial,  in  fact  90  percent  or  more  of  pre- 
scription drug  business  in  the  United  States. 

Furthermore,  we  have  been  concerned,  through  the  association,  not 
with  prices  or  marketing  practices  of  the  individual  members,  but  the 
quality,  the  availability  of  drugs  in  general,  and  their  benefits. 

We  have  found  that  in  our  studies,  as  have  practicing  physicians, 
that  the  changes  that  are  occurring  in  the  drug  field  today  are  dramatic 
and  rapid.  There  is  some  indication  of  the  speed  with  which  this 
change  is  occurring.  This  is  a  matter  of  considerable  importance  when 
we  consider  the  two  sections  of  the  bill,  to  which  we  would  address  our- 
selves today.  I  might  add  an  observation  since  drugs  are  used  in  hos- 
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pitals,  and  the  bill  under  discussion  today  refers  to  a  large  extent  to 
hospital  care,  that  three-quarters  of  the  drugs  now  available  in  hos- 
pitals were  not  available  for  hospital  use,  or  any  use  even  10  years 

Our  interest  in  this  bill  has  been  of  long  standing.  We  did  present 
a  statement  before  the  House,  but  as  you  know,  there  v\^eren't  any  hear- 
ings so  this  appearance  presents,  the  first  opportunity  for  the  Pharma- 
ceutical Manufacturers  Association  to  discuss  publicly  our  views  on 
these  two  provisions. 

One  deals  in  general  with  the  availability  of  drugs  for  jjeople  who 
would  be  embraced  under  the  so-called  medicare  bill.  The  other  has  to 
do  with  what  might  be  called  reasonable  costs. 

Section  1861  (t)  defines  drugs  and  biologicals,  in  a  way  that  limits 
the  drugs  that  can  be  available  to  those  listed  in  the  cited  compendiums 
or  to  the  use  of  hospital  formulary  committees.  Unfortunately,  w^e 
believe  there  wasn't  a  proper  understanding  of  how  limiting  this  lan- 
guage might  be,  and  so  we  would  like  to  direct  your  attmtion,  and  the 
members  of  j^our  committee  to  some  aspects  of  this  limitation  w^hich 
we  tliink  should  not  be  ignored. 

Dr.  Klumpp  and  I,  for  many  years,  have  been  associated  v/ith  the 
workings  of  the  United  States  Pharmacopeia.  We  are  also  familiar 
with  the  activities  of  another  body  which  made  available  a  listing  of 
drugs,  known  as  New  and  Non-Official  Remedies,  which  is  now  to  be 
superseded  by  another  publication  to  be  known  as  'New  Drugs.  So  we 
speak  with  some  knowledge  of  the  slowness  which  sometimes  occurs 
when  drugs  are  admitted  to  a  compendium  or  are  adopted  by  a  com- 
mittee. Committees  of  medicine  work  slowly,  and  we  are  concerned 
about  this. 

So,  on  several  of  the  pages  of  our  prepared  statement,  there  is  refer- 
ence to  the  United  States  Pharmacopeia,  the  speed  with  which  it  moves, 
how  it  functions.  There  is  also  reference  to  the  National  Formulary, 
which  is  another  of  the  compendiums  which  is  mentioned  in  the  legis- 
lation. 

The  same  is  true  for  New  Drugs,  one  of  the  other  compendiums  that 
is  mentioned  and  Accepted  Dental  Remedies. 

Now,  I  would  like  to  direct  your  attention,  Mr.  Chairman,  to  some 
findings  that  have  been  obtained  by  the  Pharmaceutical  Manufacturers 
Association  and  made  for  the  association. 

As  I  have  indicated  very  briefly  so  far,  there  is  often  considerable 
delay  concerning  the  inclusion  of  the  newer  remedies  in  the  compen- 
diums cited  because  of  the  need  for  committee  action. 

What  this  could  mean  is  indicated  in  the  statement  which  we  are 
appending  as  exhibit  1.  Although  the  statement  speaks  for  itself, 
there  are  a  couple  of  examples  to  which  I  could  direct  your  attention. 
One  concerns  cortisone  because  this  a  very  important  drug  in  the  older 
age  o:roup.  This  product  was  available  for  about  2  years  before  it  was 
included  in  New  and  Non- Official  Drugs  soon  to  be  known  as  New 
Drugs.  The  same  situation  existed  for  chlorathiazide,  which  is  ex- 
tremely important  in  the  control  of  certain  kinds  of  heart  disease. 

These  delays  in  the  availability  of  important  new  drugs  ,  we  feel 
would  be  most  regrettable  as  far  as  patient  care  is  concerned. 

Another  indication  of  the  practical  limitations  of  relying  on  com- 
pendiums is  provided  in  a  study  that  has  just  been  completed  for  us, 
and  made  available  only  a  few  days  ago. 
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If  I  may  have  your  permission,  Mr.  Chairman,  I  would  like  to  inti'O- 
duce  this  report  into  the  record.  I  will  give  a  copy  to  the  individual 
in  charge  of  the  transcript. 

The  Chairman.  Without  objection,  it  will  be  included  in  the  record. 

Dr.  Smith.  It  is  a  study  that  indicates  that  of  the  200  most  pre- 
scribed medications  in  1964,  91  are  not  listed  in  the  compendiums  re- 
ferred to  in  the  legislation  now  under  consideration.  This  would  mean 
then  that  the  elderly,  under  the  medicare  bill  as  now  proposed,  would 
run  a  chance  of  being  limited  to  only  about  55  percent  of  the  200  most 
frequently  used  drugs  today. 

Now,  I  might  just  pause  long  enough  to  emphasive  how  important 
these  drugs  are.  They  include  lifesaving  antibiotics,  excellent  pain 
relievers,  and  drugs  used  for  depression,  heart  disease,  circulatoiy  dis- 
orders, and  cancer.  All  of  these  drugs  are  of  great  concern  to  those  of 
us  in  the  medical  profession  and  drug  manufacturers  for  treating  the 
older  age  group. 

N'ow,  one  thing  that  perhaps  may  sometimes  be  overlooked  is  that 
these  drugs  that  would  not  be  included  under  this  limitation  are  ones 
that  have  been  screened  and  approved  by  the  Food  and  Drug  Ad- 
ministration, I  use  the  word  "approved"  now  in  view  of  the  recent 
amendments  to  the  Federal  law,  and  I  think  it  is  used  in  proper  con- 
text in  this  testimony. 

These  products,  and  many  more,  are  on  the  market  in  conformance 
with  various  Federal  laws  that  have  been  designed  and  have  been 
amended  recently  to  oversee  the  soundness  of  the  Nation's  drug  supply 
and  particularly  the  safety  and  the  efficacy  of  the  drugs  that  are  now 
used  by  the  medical  profession  and  others. 

There  is  another  limitation  in  section  1861  (t)  that  is  concerned  with 
the  control  that  could  be  exerted  by  drug  committees  of  hospitals  and 
nursing  homes. 

In  my  statement  there  is  mention  of  a  special  report  sponsored  by 
the  Public  Health  Service  and  conducted  by  the  American  Society 
of  Hospital  Pharmacists  which  shows  that  many  hospitals  do  not  have 
these  screening  committees.  Of  the  7,000-odd  hospitals  that  are  avail- 
able in  the  Nation  today  there  are  not  more  than  1,085  that  have  active 
pharmacy  and  therapeutic  committees. 

Thus  the  survey  indicates  that  in  85  percent  of  the  hospitals  there  are 
no  committees  that  could  take  advantage  of  whatever  leeway  the  bill 
might  provide  now  in  the  selection  of  drugs. 

And,  of  course,  in  nursing  homes  there  are  even  fewer  of  these  com- 
mittees. 

One  other  aspect  to  which  we  would  like  to  direct  attention  has  to 
do  with  drugs  in  combination.  In  the  statement  there  is  an  example  of 
what  would  happen  if  a  hospital  were  to  use  two  drugs  which  we  shall 
call  A  and  B,  in  combination  and  what  would  happen  if  they  were 
prescribed  separately. 

If  they  were  put  in  a  single  capsule  the  patient  would  have  to  pay 
under  the  present  wording. 

Now,  the  importance  of  this  point,  we  believe,  is  clearly  illustrated 
by  the  fact  that  of  the  50  most  prescribed  drugs  last  year  there  are  14 
that  are  combination  products,  in  other  words,  products  wliich  would 
not  be  available  under  this  bill.  T\n[iy?  Well,  the  ingredients  are 
not  available  except  in  bulk  form  so  that  the  hospital  would  have  to 
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compound,  make  these  things,  and  this  would  add  considerable  to  the 
effort  and  to  the  cost.  An  example  of  the  cost  factor  is  mentioned  in 
the  statement  if  one  of  the  combinations  were  to  be  prescribed  in  sepa- 
rate doses  rather  than  in  a  single  capsule.  It  would  add  more  than 
500  percent  to  the  cost  of  the  medication  if  prescribed  separately,  as  I 
have  mentioned. 

For  the  reasons  cited  we  believe  this  language  to  which  we  have  been 
directing  attention  in  section  1861  (t)  is  unduly  restrictive.  We  think 
its  effect  would  operate  to  the  disadvantage  of  prescribing  physicians, 
patients  and  the  Government  which  would  foot  the  bill. 

Thus  we  hope  the  committee  will  revise  this  section  so  that  the  elderly 
can  obtain  the  same  treatment  under  the  bill  that  other  hospital  and 
nursing  home  patients  enjoy,  and  which  all  equally  deserve. 

We  have  just  a  couple  of  proposals  whereby  this  could  be  effected, 
recognizing  that  there  are  other  ways  of  correcting  the  situation.  We 
would  like  to  suggest  wording  as  noted  in  the  statement  as  examples. 

The  first  in  effect  says  that  if  the  drug  is  ordered  or  prescribed  by 
attending  physicians  on  the  medical  staffs  of  hospitals  or  nursing  homes 
it  should  be  included. 

The  other  would,  in  effect,  say  if  something  that  was  made  available 
in  interstate  commerce  under  the  provisions  of  the  Federal  Food,  Drug, 
and  Cosmetic  Act  it  should  be  eligible. 

We  indicate  the  second  point  to  which  we  would  like  to  direct  the 
attention  of  the  members  of  the  committee,  Mr.  Chairman.  This  point 
has  to  do  with  the  definition  of  reasonable  costs.  Section  1814(b)  and 
1861(b),  section  1,  which  deal  with  reimbursable  costs,  contain  some 
wording  to  which  I  would  direct  your  attention.  This  wording  reads : 

The  amount  paid  to  any  provider  of  services  with  respect  to  services  for  which 
payment  may  be  made  under  this  part  shall  be  the  reasonable  cost  of  such 
services,  as  determined  under — 

The  section  referred  to  outlines  the  authority  of  the  Secretary  of 
HEW  to  promulgate  regulations  specifying  methods  to  determine  the 
reasonable  cost  of  services.  This  language  as  we  interpret  it  is  all 
encompassing  in  the  authority  that  it  gives  to  the  Secretary. 

It  is  our  impression,  an  impression  gained  from  things  that  have 
liappened  in  countries  elsewhere  in  the  world,  that  such  authority 
might  lead  to  exclusion  from  this  program  of  drugs  on  the  basis  of 
costs  alone  irrespective  of  their  medical  value. 

I  might  say  we  are  quite  aware  of  the  concern  of  the  House  Com- 
mittee on  Ways  and  Means  when  it  considered  the  perplexity  of  deter- 
mining costs  and  we  know  what  your  problem  might  be.  However, 
Ave  would  direct  your  attention  to  the  problems  that  would  arise  if  this 
authority  were  to  be  abused. 

We  think  that  this  provision  could  result  in  a  very  complex  and 
expensive  system  for  Government,  and  at  the  same  time  make  it  diffi- 
cult for  attending  physicians  to  select  the  drugs  that  their  experience 
and  training  and  judgment  suggest.  I  am  sure  this  is  not  the  intent 
of  those  who  are  sponsoring  the  bill. 

I  would  suspect  they  didn't  have  in  mind  seting  up  two  classes  of 
citizens,  those  65  and  over  and  those  under,  or  those  in  medicare  and 
those  outside  of  medicare. 

We  believe  that  the  only  reasonable  cost  is  the  one  that  is  deter- 
mined to  be  the  normal  or  usual  price  or  charge  which  the  institution 
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usually  places  upon  the  service  to  other  than  those  in  the  program 
covered  by  these  regulations.  In  other  words,  all  people  should  be 
treated  equally. 

We  think  also  that  because  prices  and  costs,  particularly  labor  costs 
vary  from  one  area  to  another,  this  variation  must  be  reco^ized  and 
not  be  covered  by  a  general  order  which  would  be  sweepmg  for  all 
parts  of  the  country. 

Senator  Byrd,  and  members  of  the  committee,  this  is  a  very  brief 
presentation  of  the  20-page  statement  which  was  prepared  for  the 
record,  and  about  which  we  would  be  pleased  to  try  to  answer  any 
questions. 

I  hope  that  the  rapidity  with  which  I  covered  these  pages  has 
emphasized  the  points  which  are  of  concern  to  us  and  not  obscured 
them  with  confusion.  We  would  be  pleased,  now,  sir,  to  try  to  answer 
any  questions  that  you  may  have. 

(The  full  prepared  statement  of  Dr.  Smith  follows :) 

Statement  of  Austin  Smith,  M.D.,  Peesident,  Phaemaceutical  Manufactueers 
Association,  Conceening  H.R.  6675 

Mr,  Chairman  and  members  of  the  committee,  it  is  a  privilege  to  appear  be- 
fore you  today  to  present  the  views  of  the  Pharmaceutical  Manufacturers  As- 
sociation on  H.R.  6675.  S9th  Congress,  a  bill  establishing  a  new  Federal  hos- 
pital and  related  health  care  program  for  aged  persons. 

My  name  is  Austin  Smith.  I  am  a  physician  and  president  of  the  Pharma- 
ceutical Manufacturers  Association.  For  some  years  I  was  editor  and  managing 
publisher  of  the  Journal  of  the  American  Medical  Association  and  of  other 
scientific  publications  sponsored  by  that  association.  I  am  chairman  of  the 
board  of  directors  of  the  U.S.  Committee  and  Council  Emissary  of  the  World 
Medical  Association,  and  have  served  as  executive  editor  of  the  World  Medi- 
cal Journal, 

I  have  served  in  various  official  capacities  for  bodies  such  as  the  U.S.  Phar- 
macopoeia, medical  and  other  organizations,  universities  and  scientific  societies. 
I  am  also  a  member  of  a  number  of  professional  and  scientific  associations. 

I  received  my  degree,  M.D.,  CM.,  in  1938  from  Queen's  University,  Ontario, 
and  a  master's  degree  in  medical  science  from  the  same  university  in  1940. 

I  am  accompanied  by  Dr.  Theodore  G.  Klumpp  and  Mr,  C.  Joseph  Stetler. 

Dr.  Klumpp  is  president  of  Winthrop  Laboratories  and  a  member  of  the 
board  of  directors  of  the  Pharmaceutical  Manufacturers  Association.  He  was 
graduated  from  the  Medical  School  of  Harvard  University  in  1928  and  practiced 
at  various  hospitals  in  Boston,  Cleveland,  and  Xew  Haven,  where  he  was  on 
the  faculty  of  the  Yale  University  Medical  School.  In  1936  he  was  appointed 
Chief  Medical  Officer  and  in  1938  became  Chief  of  the  Drug  Division  of  the 
U.S.  Food  and  Drug  Administration.    He  served  in  that  capacity  until  1941. 

He  was  vice  president  of  the  U.S.  Pharmacopoeia  from  1950  to  1960,  vrhen 
he  was  reelected  to  a  second  term  running  to  1970.  He  was  Chairman  of  the 
Medical  Service  Task  Force  of  the  second  Hoover  Commission  and  is  presently 
a  member  of  the  Medical  Advisory  Committee  of  the  Department  of  Health. 
Education,  and  Welfare's  Office  of  Vocational  Rehabilitation.  In  addition, 
he  was  Chairman  of  the  Office  of  Defense  Mobilization's  Task  Force  on  Em- 
ployment of  the  Handicapped.  He  is  a  member  of  the  Panel  on  Aging  of  the 
Department  of  Health.  Education,  and  Welfare,  and  Chairman  of  the  Subcom- 
mittee on  Physical  Fitness.  He  is  a  director  of  the  U.S.  Committee  of  the  World 
Medical  Association,  a  director  of  the  American  Heart  Association,  and  chair- 
man of  its  Committee  on  Rehabilitation,  a  member  of  the  American  Medical 
Association  and  a  fellow  of  the  American  College  of  Physicians  and  of  the  Xew 
York  Academy  of  Medicine. 

Mr.  Stetler  is  executive  vice  president  of  the  Pharmaceutical  Manufacturers 
Association.  He  was  graduated  from  the  Catholic  University  of  America  School 
of  Law,  and  holds  LL.B.  and  LL.M.  degrees  from  that  university,  which  he 
earned  in  1938  and  1940,  respectively.  A  member  of  the  bars  of  the  District  of 
Columbia  and  the  State  of  Illinois,  Mr.  Stetler  holds  membership  in  the  Chicago 
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Bar  Association,  tlie  Illinois  Bar  Association,  District  of  Columbia  Bar  Asso- 
ciation, and  the  American  Bar  Association. 

From  193S  to  19'51  he  was  with  various  Government  agencies,  including  the 
Civil  Service  Commission,  the  Social  Security  Administration,  and,  as  Director 
of  the  Legislation  and  Opinions  Service,  the  War  Claims  Commission.  He  was 
general  counsel,  director  of  the  Legal  and  Socioeconomic  Division,  and  director 
of  the  Commission  on  the  Cost  of  Medical  Care  of  the  American  Medical  Asso- 
ciation prior  to  joining  PMA,  approximately  2  years  ago.  He  has  coauthored 
the  books  "Doctor  and  Patient  and  the  Law"  and  "Handbook  of  Legal  Medicine." 

The  Pharmaceutical  Manufacturers  Association  is  a  trade  association  of  136 
manufacturers  of  prescription  drugs  and  related  products,  who  account  for  more 
than  90  percent  of  the  Nation's  total  prescription  drug  output.  We  respectfully 
invite  attention  to  the  historical  fact  that  there  has  been  no  important  develop- 
ment in  recent  decades  in  drug  therapy  in  which  member  firms  of  PMA  have  not 
played  a  significant  role,  either  in  the  discovery  of  the  agent  or  in  defining  its 
utility  and  making  it  readily  available  in  useful  and  dependable  form  to  the 
medical  profession. 

Our  member  firms  invent,  develop,  manufacture,  and  distribute  products  which 
prolong  and  save  life.  During  the  last  30  years,  the  U.S.  drug  industry  has  be- 
come the  world  leader  in  developing  new  medicines.  Of  604  major  new  drugs 
made  available  since  1941,  nearly  two-thirds  originated  in  this  country,  with  only 
a  relative  handful  coming  from  other  than  private  industrial  research.  New 
drugs  have  been  a  major  factor  in  bringing  about  an  astonishing  reduction  in 
death  rates. 

The  results  of  these  advances  can  be  measured  in  terms  of  health,  lives,  and  also 
dollars.  The  National  Health  Education  Committee  has  estimated  that  the  decline 
in  mortality  rates  since  1937  has  added  almost  $9  billion  to  the  national  economy 
each  year.  More  than  4  million  Americans  living  today  would  be  dead  if  1937 
death  rates  had  continued.  The  decline  in  the  number  of  mental  hospital  patients 
below  the  number  predicted  5  years  ago  has  saved  approximately  $1.8  billion  in 
institutional  construction  costs  alone.  Drug  treatment  for  tuberculosis  has  been 
so  effective  that  between  1946  and  1961  the  number  of  beds  required  for  tuber- 
culosis patients  has  declined  35  percent,  and  many  hospitals  have  been  closed  or 
converted  to  other  uses. 

Although  drugs  are  not  solely  responsible  for  these  results,  they  unquestionably 
deserve  a  substantial  degree  of  credit.  One  statistic  alone  dramatizes  what  has 
happened.  Of  the  more  than  775  million  prescriptions  written  in  1964,  it  is  esti- 
mated that  70  percent  could  not  have  been  filled  in  1950,  for  the  simple  reason  that 
the  drugs  prescribed  were  not  then  in  existence. 

This  revolution  is  attributable  to  many  factors.  One  is  the  enormous  research 
program  of  the  pharmaceutical  industry.  Since  1949  its  annual  research  and  de- 
velopment expenditure  has  increased  eightfold.  In  1964  alone,  such  expenditures 
were  almost  $300  million — bringing  total  industry  R.  &  D.  to  well  over  $2  billion 
since  1950. 

In  addition,  the  drug  industry  has  developed  testing  and  quality  control  tech- 
niques that  increasingly  improve  the  safety,  quality,  effectiveness,  and  uni- 
formity of  the  product.  It  is  a  fact  that  the  Government  regulations  written  to 
identify  sound  manufacture  for  the  most  part  reflect  nothing  more  than  a  codifica- 
tion of  practices  and  skills  developed  by  the  industry  itself. 

Between  the  time  of  discovery  in  a  research  laboratory  and  the  day  a  drug  is 
finally  marketed,  the  average  period  of  further  work  has  been  5  to  6  years.  The 
cost  of  research  and  development  of  a  single  new  drug  has  been  estimated  to 
average  $5  million.  In  a  typical  year,  the  industry  studies  the  effects  of  drugs  on 
about  9  million  animals — only  the  first  step  in  drug  testing.  Clinical  testing  on 
human  patients  is  most  critical  and  requires  the  highest  degree  of  ability. 
Throughout  the  process  of  experiment,  manufacturers  do  everything  possible  to 
assure  the  collection  of  all  possible  information  that  might  bear  on  the  drug's 
use.  In  short,  this  industry  recognizes  its  role  of  primary  responsibility  for  the 
quality  of  the  Nation's  drug  supply,  present  and  future,  and  takes  a  genuine 
interest  in  the  overall  health  and  welfare  of  the  people  its  drugs  are  made  to 
benefit. 

This  longstanding  interest  in  the  health  of  all  our  people  caused  us  to  submit 
statements  to  the  House  Ways  and  Means  Committee  in  the  87th,  88th,  and  the 
present  Congresses.  However,  since  no  hearings  were  held  on  House-passed  H.R. 
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6675,  this  represents  our  first  opportunity  to  present,  for  public  discussion,  our 
views  on  two  provisions  of  the  bill  which  we  believe  deserve  further  consideration 
and  revision. 

The  purpose  of  our  presentation,  therefore,  is  to  make  our  comments  to  the 
committee  with  respect  to  these  provisions,  and  to  suggest  possible  amendments. 

Section  1801(h)  of  the  bill  plainly  outlines  the  intent  of  Congress  which  pro- 
poses that  the  practice  of  medicine,  including  the  professional  duty  and  obliga- 
tion of  the  physician  to  choose  his  patient's  treatment  on  the  basis  of  medical 
judgment,  shall  not  be  interfered  with  by  the  Government. 

Provisions  dealing  with  the  availability  of  drugs  under  this  bill  are  in  our 
opinion  in  discord  with  the  objectives  of  that  section. 

In  brief,  these  provisions  place  definitional  restrictions  on  the  drugs  which 
shall  be  made  available  to  elderly  patients  under  the  bill,  and  include  language 
authorizing  a  determination  of  "reasonable  costs"  which  in  time  could  result  in 
Government  price  fixing  in  drugs.  They  are  discriminatory,  have  no  demonstrable 
basis  in  either  good  medicine  or  sound  economics,  and  set  up  unworkable  barriers 
to  physicians  in  their  practice  of  medicine. 

DEFINITION   OF  THE  TEEMS  "DEXJGS"  AND  "BIOLOGICALS" 

The  first  such  provision  is  section  1861  (t)  which  defines  the  words  "drugs"  and 
"biologicals".^  Its  intent  is  to  limit  reimbursable  drugs  to  those  listed  in  certain 
compendiums — the  Pharmacopoeia  of  the  United  States,  the  National  Formu- 
lary, New  Drugs  or  Accepted  Dental  Remedies,  and  to  any  additional  drugs  aj)- 
proved  by  an  individual  hospital's  or  nursing  home's  pharmacy  and  therapeutics 
committee,  or  equivalent  body. 

In  evaluating  this  definition  it  is  important  to  remember  that  the  cited  com- 
pendiums do  not  purport  to  list  all  safe  and  useful  drugs,  or  even  every  acceptable 
dosage  form  of  the  drugs  they  do  list.  For  the  convenience  of  the  committee, 
I  shall  briefiy  describe  the  areas  covered  by  each. 

THE  PHARMACOPOEIA  OF   THE  UNITED  STATES 

This  publication  is  known  as  the  "U.S.P."  Founded  in  1820,  the  organization 
that  publishes  "U.S.P."  is  formally  known  as  the  United  States  Pharmacopoeial 
Convention,  Inc.  It  is  intended  as  an  authoritative  source  of  minimal  standards 
for  those  therapeutic  substances  that  are  most  important,  in  the  opinion  of  its 
committee  on  scope  to  the  best  practice  and  teaching  of  medicine. 

The  convention  meets  every  10  years,  and  "U.S.P."  is  revised  each  5  years. 
Interim  revisions  to  the  book  are  issued  from  time  to  time. 

U.S.P.  delegates  come  from  the  Nation's  accredited  colleges  of  medicine  and 
pharmacy,  7  Federal  agencies,  the  State  medical  and  pharmaceutical  associa- 
tions, and  12  national  professional  associations  of  medicine  and  pharmacy. 
Altogether,  it  is  possible  to  have  277  delegates  to  the  U.S.P.  Convention.  The 
convention  elects  a  board  of  trustees  to  serve  for  10  years.  It  consists  of  two 
persons  from  medicine,  two  from  pharmacy,  and  two  "at  large"  delegates.  In 
addition,  a  president,  vice  president,  secretary,  and  treasurer  are  elected,  also 
for  10  years. 

The  most  active  U.S.P.  committee  is  the  committee  of  revision,  chosen  at  the 
convention  and  consisting  of  60  experts  who  represent  medicine  and  pharmacy. 
A  committee  on  scope  of  about  20  physicians  and  pharmacists  is  normally  the 
body  that  recommends  a  drug  for  inclusion  in  "U.S.P."  The  full  committee  of 
revision  acting  with  assistance  from  outside  experts,  then  collects  information 
and  develops  standards  to  permit  identification  of  the  drug  and  permissible 
ranges  to  establish  purity,  quality,  stability,  etc.  As  the  standards  are  developed, 
they  are  circulated  for  comment  to  appropriate  institutions,  until  at  length  an 
agreeable  manuscript  is  arrived  at  for  inclusion  in  the  book. 


1  Sec.  1861  (t)  : 

"The  term  'drugs'  and  the  term  'biologicals,'  except  for  the  purposes  of  subsec.  (m)  (5) 
of  this  section,  include  only  such  drugs  and  biologicals.  respectively,  as  are  included  in 
the  United  States  Pharmacopoeia  or  the  National  Formulary,  or  in  New  Drugs,  or  Accepted 
Dental  Remedies  (except  for  any  drugs  and  biologicals  unfavorably  evaluated  therein),  or 
as  are  approved  by  the  pharmacy  and  drug  therapeutics  committee  (or  equivalent  com- 
mittee) of  the  medical  staff  of  the  hospital  furnishing  such  drugs  and  biologicals." 
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It  is  important  to  recognize  the  diflficulty  involved  in  preparing  a  U.S.P.  entry ; 
procedures  employed  by  the  original  manufacturer  of  the  product  may  be  far  too 
complex  for  general  use,  so  that  there  is  frequently  much  delay  before  standards 
suitable  for  general  application  can  be  agreed  upon.  It  is  thus  quite  common  for 
5  years  to  pass  between  the  time  an  important  new  drug  is  marketed  and  the 
day  it  can  be  called  a  "U.S.P.  drug." 

"the  national  formulary" 

"N.F."  was  established  in  1888  under  the  auspices  of  the  American  Pharma- 
ceutical Association,  the  professional  organization  of  pharmacy.  The  book's 
early  function  was  to  provide  formulas  and  recipes  for  products  in  wide  use  by 
physicians  and  pharmacists  but  not  included  in  the  "U.S.P." 

However,  over  the  years  it  has  evolved  to  become  a  book  of  standards  for 
drugs  which,  in  the  opinion  of  its  committee  on  admissions,  have  therapeutic 
value,  regardless  of  their  degree  of  use  in  practice.  The  "N.F."  is  revised  each 
5  years,  and  provision  is  made  for  periodic  interim  revisions  when  the  committee 
feels  a  new  development  is  of  sufficient  significance  to  warrant  publication. 

While  the  "U.S.P."  confines  itself  to  agents  that  it  considers  of  such  importance 
as  to  be  firmly  established  essentials  of  medicine,  and  avoids  preparations  of 
similar  chemical  structure  and  therapeutic  use,  "N.F."  attempts  to  consider 
drugs  that  have  "substantial  therapeutic  merit,"  even  though  their  value  may  not 
be  firmly  established.  Drugs  chemically  and  therapeutically  similar  may  be 
included  in  "N.F." 

The  process  of  selection  of  a  drug  for  "N.F."  is  not  different  in  a  material  way 
from  that  used  by  U.S.P.  and  like  the  U.S.P.,  quite  a  substantial  delay  in  the 
completion  of  entries  for  publication  is  common. 

"new  drugs" 

Planned  for  its  first  edition  in  July  1965,  "New  Drugs"  will  replace  and  differ 
markedly  from  "New  and  Nonofficial  Drugs"  which  has  been  published  in 
basically  the  same  form  for  60  years,  under  the  direction  of  the  Council  on  Drugs 
of  the  American  Medical  Association, 

"New  Drugs"  will  contain  monographs  on  nearly  all  single-active-agent  drugs 
approved  for  marketing  by  the  U.S.  Food  and  Drug  Administration  in  the  last  10 
years.    It  is  planned  that  a  revision  will  be  issued  every  year. 

"New  Drugs"  is  intended  to  provide  the  physician  in  practice  with  a  readily 
usable,  concise  source  of  information.  However,  in  announcing  the  book,  AMA 
has  emphasized  that  it  is  not  going  to  be  a  comprehensive  book  on  drug  therapy 
as  such.  In  form,  the  entries  will  consist  of  the  council's  opinion  of  a  given 
drug,  together  with  a  discussion  putting  it  in  context  with  other  available  ther- 
apy, and  summarizing  the  indications,  dosages,  side  effects,  caution,  and  other 
information  important  in  its  use. 

To  arrive  at  an  opinion,  the  council  (composed  of  13  physicians  supported  by 
a  staff  of  65  in  the  AMA's  Department  of  Drugs  and  380  expert  consultants) 
consults  all  available  information  about  the  drug.  The  information  is  supplied 
by  the  manufacturer,  and  includes,  in  addition  to  published  information  from  the 
world  medical  literature,  unpublished  data  from  the  company's  files  that  is  not 
available  to  any  other  organization  except  the  FDA.  While  an  attempt  is  made 
to  arrive  at  an  early  consensus  after  a  drug  is  marketed,  delays  in  publication 
of  a  council  opinion  are  common,  and,  as  in  the  case  of  the  official  compendia, 
years  may  pass  before  an  individual  drug  is  included. 

Important  as  "New  Drugs"  will  be,  the  council  itself  has  pointed  out  its  limi- 
tations, noting  that  neither  this  new  aid  nor  any  other  book  now  in  print  will 
provide  even  a  relatively  complete  and  authoritative  reference  on  all  drugs 
available  to  and  used  by  the  medical  profession. 
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"accepted  dental  remedies" 

This  book  is  published  annually  by  the  American  Dental  Association,  and  is 
presently  in  its  30th  edition. 

The  book  contains  descriptions  of  pharmaceutical  and  other  products  that,  in 
the  opinion  of  the  American  Dental  Association  Council  on  Dental  Therapeutics, 
are  of  "recognized  value"  or  "uncertain  status"  (the  latter  is  as  opposed  to 
articles  the  council  rejects)  in  the  dental  practices. 

The  council  consists  of  10  dentists,  who  call  upon  the  advice  of  15  consultants 
in  medicine,  dentistry,  chemistry,  and  other  fields.  Their  opinion  is  arrived 
at  from  information  supplied  by  manufacturers.  In  addition  to  providing  the 
common  name  of  an  article,  its  "U.S.P."  or  "N.F."  status  is  mentioned,  and  those 
brands  of  the  product  which  the  council  has  approved  are  mentioned  by  name. 

An  article  may  be  listed  in  "A.D.R."  for  only  3  years,  but  the  listing  is  renew- 
able if,  in  the  opinion  of  the  council,  it  is  justified. 

The  American  Dental  Association  has  estimated,  as  a  rough  approximation, 
that  an  absolute  minimum  of  6  months  would  be  required  from  the  time  a  product 
is  marketed  to  the  time  the  council  could  make  and  publish  its  approval.  It 
was  emphasized  that  such  rapid  processing  of  an  application  for  council  approval 
is  most  rare. 

As  I  have  indicated,  Mr.  Chairman,  delay  is  frequently  substantial  in  the 
selection  and  inclusion  of  drugs  in  the  various  references.  To  gain  some  under- 
standing of  the  amount  of  delay  one  might  expect  under  these  circumstances,  we 
have  looked  into  the  time  that  lapsed  between  the  date  a  number  of  very  essen- 
tial drugs  were  marketed  and  when  they  appeared  in  one  of  the  books  the  bill 
recognizes. 

The  result  is  attached  to  my  statement  as  exhibit  1.  While  the  paper  speaks 
for  itself,  I  would  point  out  just  one  or  two  examples  from  it.  Please  note  that 
cortisone  was  available  about  2  years  before  it  was  included  in  new  and  non- 
official  drugs,  soon  to  be  known  as  new  drugs,  and  that  it  was  marketed  for 
6  years  before  there  was  a  "U.S.P."  entry  for  it.  You  will  see  that 
chlorthiazide  was  marketed  3  years  before  it  was  included  in  the  compendia. 
This  drug  represented  a  major  breakthrough  in  the  therapy  of  congestive  heart 
failure.  Please  note  that  delays  of  a  year  or  more  happened  in  the  cases  of 
several  antibiotics  which  are  fundamental  to  medical  practice  today. 

A  further  indication  of  the  practical  limitations  of  relying  solely  on  the  com- 
pendia is  provided  in  a  study  of  the  drugs  physicians  most  frequently  prescribe. 
A  copy  of  this  study  which  was  completed  for  us  just  a  few  days  ago  is  being 
submitted  for  the  record.  It  indicates  that  of  the  200  most  prescribed  medi- 
cations in  1964,  91  are  not  listed  in  the  compendia  referred  to  in  the  bill. 

That  means  that  the  elderly  under  "medicare"  run  a  chance  of  being  limited 
to  only  55  percent  of  the  200  most  used  drugs  on  the  market.  Let  me  emphasize, 
in  addition,  that  the  drugs  to  be  denied  them  are  of  extremely  high  value. 
Among  them  are  lifesaving  antibiotics,  pain-relieving  compounds,  drugs  against 
depression,  heart  disease,  circulatory  disorders,  arthritis,  and  cancer.  We  are 
talking  about  antibiotics  certified  for  potency  by  the  Food  and  Drug  Adminis- 
tration, a  cancer  product  that  is  among  the  relatively  few  that  have  been  cleared 
beyond  the  experimental  stage  by  FDA ;  a  medically  accepted  alternate  therapy 
to  the  scarce  and  expensive  artificial  kidney ;  single-unit  dosage  forms  of  drugs 
in  cartridges  complete  with  disposable  needles  that  reduce  inhospital  cross- 
infection  and  are  used  by  46  percent  of  the  Nation's  hospitals. 

All  of  these  products,  and  many  more,  are  on  the  market  in  conformance  with 
the  various  Federal  laws  designed  to  oversee  the  soundness  of  the  Nation's  drug 
supply.  This  section  undercuts  and,  so  far  as  the  aged  are  concerned,  negates 
in  effect  the  work  of  the  Department  of  Health,  Education,  and  Welfare  in  the 
enforcement  of  existing  law.  Under  this  bill,  prescription  products  that  have  had 
the  thorough  and  lengthy  consideration  of  the  Food  and  Drug  Administration 
and  on  which  FDA  has  categorically  given  approval  for  marketing,  would  not 
be  provided  for  the  aged. 
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A  further  limitation  imposed  on  the  availability  of  drugs  is  the  reliance  in  the 
bill  upon  drug  committees  of  hospitals  and  nursing  homes,  as  a  mechanism  for 
broadening  the  selection  of  drugs.  This  is  so  by  virtue  of  the  fact  that  most 
hospitals  and  the  vast  majority  of  nursing  homes  simply  do  not  have  committees 
of  this  type. 

A  report  entitled  "Mirror  to  Hospital  Pharmacy,"  published  in  1964 ;  based  on 
a  study  sponsored  by  the  U.S.  Public  Health  Service  and  conducted  by  the 
American  Society  of  Hospital  Pharmacists  provides  the  latest  and  most  authori- 
tative information  in  this  regard.  The  report  indicates  that  of  the  Nation's 
7,004  hospitals,  not  more  than  1,085  have  "active"  pharmacy  and  therapeutics 
committees,  "Active"  is  defined  as  meeting  once  a  year  or  more.  The  survey 
therefore  demonstrates  that  in  85  percent  of  the  hospitals,  there  is  no  committee 
that  would  take  advantage  of  whatever  leeway  the  bill  might  provide  for  the 
selection  of  drugs. 

Appreciation  of  the  difiBculty  of  maintaining  a  strict  and  formal  list  of  drugs 
is  well  recognized  by  the  American  Society  of  Hospital  Pharmacists.  It  has 
noted  that  even  in  hospitals  that  have  pharmacy  and  therapeutics  committees, 
most  do  not  maintain  a  drug  list  or  formulary;  in  the  case  of  hospitals  with- 
out such  committees,  a  full  70  percent  have  no  such  list.  The  society  has  also 
said,  in  the  preface  to  its  own  formulary,  that,  "As  a  rule,  the  time  and  effort 
required  for  the  preparation  of  such  a  formulary,  and  keeping  it  up  to  date,  is 
beyond  the  means  of  most  hospital  staffs." 

Given  the  present  state  of  hospital  pharmacy  and  therapeutics  committees,  it 
is  apparent  that  the  selection  of  drugs  from  hospital  to  hospital  will  vary  in 
most  unscientific  way,  depending  on  whether  a  committee  has  been  formed, 
whether  it  has  met,  and,  if  so,  whether  or  not  it  was  well  constituted  and  has  or 
can  actually  reach  agreement. 

There  is  one  further  aspect  of  this  section  that  bears  discussion.  It  would, 
as  worded,  not  permit  the  use  of  dosage  forms  of  drugs  in  combmation.  That  is, 
the  hospital  might  be  reimbursed  for  drug  A  and  drug  B,  if  both  are  in  the  com- 
pendia and  they  are  prescribed  separately.  But  if  the  physician  writes  an  order 
for  drug  A  and  drug  B  in  a  single  capsule,  the  patient  would  have  to  pay  for 
it.  The  importance  of  this  point  is  clearly  illustrated  by  the  fact  that  of  the 
50  most-prescribed  drugs,  there  are  14  that  are  combination  products,  products 
which  would  not  be  available,  in  a  practical  sense,  under  this  bill.  The  in- 
gredients for  them  are  not  made  available  except  in  bulk  form,  so  that  the  hos- 
pital would  be  required,  in  effect,  to  attempt  to  manufacture  a  preparation 
already  available  in  pharmaceutical  quality.  A  15th  combination  product  in- 
cluded in  the  top  50  could  be  prescribed  in  separate  doses  that  together  would 
equal  the  single  capsule.  That  product,  I  might  mention,  is  a  broad  spectrum 
antibiotic  which  is  combined  with  an  antifungal  preparation  that  prevents  over- 
growth of  fungi  in  susceptible  patients.  Unfortunately,  there  is  no  oral  formul- 
tion  of  the  latter  ingredient  alone,  so  that  it  would  have  to  be  administered  by 
mixing  it  with  an  appropriate  vehicle  and  then  administered  by  intravenous 
infusion.  In  this  case  our  calculations  indicate  that  the  cost  of  this  medicine 
would  be  increased  551  percent  by  following  the  separate-ingredient  route  as 
opposed  to  taking  advantage  of  the  combination  form. 

In  considering  the  types  of  combination  drugs  which  are  included  in  the  list 
of  the  200  most  frequently  prescribed  but  which  are  not  included  in  the  com- 
pendia cited,  it  is  interesting  to  review  a  few  specific  examples. 

(a)  There  is  no  listing  in  the  compendia  for  therapeutic  vitamin-mineral  com- 
binations, which  are  common  therapy  following  ^^urgery  in  the  aged,  and  in  the 
presence  of  debilitating  diseases. 

Cb)  Drug  treatment  of  high  blood  pressure  is  very  frequently  initiated  using 
a  mixture  of  a  diuretic  and  a  hypotensive  agent.  There  are  several  such  prod- 
ucts available,  and  their  rationale  is  widely  accepted.  They  would  not  be  avail- 
able under  this  bill. 

(o)  Very  substantial  numbers  of  aged  persons  suffer  arthritis,  which  is  com- 
monly treated  with  cortical  hormones  and  analgesics.  Rational  combinations 
of  the  two  are  readily  available,  much  employed,  but  not  provided  under 
H.R.  6675. 

(d)  Pernicious  anemia  is  preferably  treated  with  injections  of  vitamin  B,2. 
But  when  this  is  difficult  or  undesirable,  oral  administration  of  the  vitamin  in 
combination  with  intrinsic  factor  concentrate  achieves  a  similar  result.  But 
this  combination  is  not  recognized  in  the  compendia. 

(e)  A  comm.on  geriatric  problem  is  senility  and  cerebral  arteriosclerosis,  with 
resultant  deterioration  in  the  patient's  ability  to  cope  with  his  environment.  De- 
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pression  and  agitation  are  frequently  seen  lq  such  patients,  and  it  is  good  medical 
practice  to  give  them  a  stimulant  combined  with  a  sedative  or  tranquilizer. 
Again,  no  such  product  is  listed. 

In  light  of  all  the  foregoing,  I  submit,  the  language  of  section  1861  (t)  is 
unduly  restrictive.  Its  effect  would  not  favor  the  patient,  the  physician  or  the 
Government.  In  fact,  it  would  be  a  serious  disadvantage  to  all  three.  We  hope 
the  committee  will  revise  the  section  so  that  the  elderly  can  obtain  the  same 
treatment  under  this  bill  that  other  hospital  and  nursing  home  patients  enjoy, 
and  which  they  deserve. 

This  could  be  accomplished  by  amending  section  1861  (t)  in  one  of  several 
ways ;  one  would  be  to  delete  the  words :  "or  as  are  approved  by  the  pharmacy 
and  drug  therapeutics  committee  (or  equivalent  committee)  of  the  medical  staff 
of  a  hospital  furnishing  such  drugs  and  biologicals,"  and  in  lieu  thereof  insert 
the  words,  "or  are  ordered  or  prescribed  by  the  attending  physicians  on  the 
medical  staffs  of  hospitals  or  nursing  homes  for  the  care  and  treatment  of 
patients." 

Another  would  be  to  redraft  the  section  so  that  any  drug  or  biological  made 
available  in  accordance  with  the  Federal  Food,  Drug,  and  Cosmetic  Act,  or 
Public  Health  Service  Act,  as  amended,  would  be  eligible  for  inclusion  under 
the  program. 

Further,  provision  must  be  made  so  that  new  drugs  approved  by  the  appro- 
priate agency  of  Government  for  marketing  are  not  unduly  withheld  from  the 
aged  because  of  administrative  or  mechanical  delays  in  listing  them  in  appro- 
priate compendia.  Thus  language  should  be  inserted  to  permit  reimbursement 
for  drugs  selected  for  such  books  at  the  time  the  selection  is  made. 

REASONABLE  COST  OF  SERVICES 

The  other  section  of  H.R.  6675  on  which  we  offer  comment  is  1814(b),  wiiich, 
together  withm  1861  (v)  (1),  deals  with  reimbursable  costs;  1814(b)  reads: 

"The  amount  paid  to  any  provider  of  services  with  respect  to  services  for 
which  payment  may  be  made  under  this  part  shall  be  the  reasonable  cost  of 
such  services,  as  determined  under  section  1861  (v) ." 

Section  1861  (v)  (1)  outlines  the  authority  of  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  to  promulgate  regulations  specifying  methods  to  determine 
the  "reasonable  cost"  of  services.  The  language  used  is  virtually  all  encompass- 
ing in  the  authority  it  gives  the  Secretary  in  deciding  what  a  reasonable  cost  is. 

It  is  our  impression  that  such  authority  might  lead  to  the  exclusion  from 
this  program  of  drugs  on  the  basis  of  cost  alone,  irrespective  of  their  medical 
value. 

We  are  aware  that  the  report  of  the  House  Committee  on  Ways  and  Means  on 
H.R.  6675  reflects  understanding  of  the  complexity  of  determining  costs.  I  note 
that  at  page  31  it  states,  "The  cost  of  hospital  services  varies  widely  from  one 
hospital  to  another  and  the  variations  generally  reflect  differences  in  quality  and 
intensity  of  care.  The  same  thing  is  true  with  respect  to  the  cost  of  services  of 
other  providers." 

It  is  this  point  that,  in  our  opinion,  needs  to  be  made  in  the  bill  itself.  The 
pharmaceutical  industry's  costs  are  made  up  of  more  than  raw  materials  and 
the  machines  to  produce  dosage  forms  of  drugs.  We  are  the  largest  private 
employer  of  scientists  per  1,000  employers  of  any  industry. 

Only  if  the  costs  involved  in  conducting  research  and  development,  in  setting 
and  maintaining  standards  of  quality,  in  providing  services  to  the  professions 
who  distribute  and  use  the  products,  are  considered  can  an  estimation  of  the 
reasonableness  of  cost  be  meaningful  and  realistic.  It  is  our  opinion  that  consid- 
eration of  such  factors  is  good  medicine  as  well  as  sound  economics.  The  fact 
that  about  95  percent  of  prescriptions  are  written  calling  by  name  for  the  prod- 
ucts of  companies  that  assume  such  costs  testifies  to  this  point. 

In  the  case  of  H.R.  6675,  an  act  of  a  Government  agency,  under  this  section 
could  lead  to  a  complex  and  expensive  system  and  at  the  same  time  "make  it 
difficult  for  the  attending  physician  to  select  the  drugs  his  experience,  training, 
and  judgment  suggest  for  the  patient.  If  this  occurred,  the  result  would  be  in- 
consistent with  the  bill's  announced  intent  to  avoid  interfering  in  the  practice 
of  medicine. 

The  only  reasonable  price  (cost  to  patient)  is  one  determined  as  being  the 
normal  or  usual  price  or  charge  which  the  institution  usually  places  u^n  a 
service  to  other  than  those  in  the  program  covered  by  these  regulations.   To  do 
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otherwise  would  be  tantamount  to  price  setting  by  the  Secretary  and  a  denial 
at  the  normal  market  mechanisms.  Rates  and  prices  are  best  set  in  the  frame- 
work of  the  unique  circumstances  of  each  local  situation  and  not  by  fiat  from 
a  central  agency. 

Senator  Byrd,  and  members  of  the  committee,  the  prescription  drug  industry 
is  grateful  for  your  kindness  in  hearing  our  views  on  this  important  legislation. 
Of  course,  we  are  ready  to  assist  you  in  any  possible  way  as  you  work  to  make 
the  bill  as  sound  a  piece  of  legislation  as  is  feasible. 

EXPERIENCES  OF  ESPECIALLY  OUTSTANDING  PHARMACEUTICALS  IN  GAINING  ACCEPT- 
ANCE IN  U.S.  PHARMACOPOEIA,  NATIONAL  FORMULARY,  AND  NEW  AND  NONOFFICIAL 
DRUGS 

In  1964,  the  American  Medical  Association  published  the  final  report  of  its 
Commission  on  the  Cost  of  Medical  Care,  a  study  begun  in  1960  that  examined  the 
multiple  facets  of  the  economics  of  medicine. 

In  the  process  of  evaluating  the  impact  of  new  drug  developments,  the  com- 
mission contacted  the  380  consultants  to  the  AJMA  Council  on  Drugs  to  determine 
the  30  drugs  or  drug  classes  which  they  regarded  as  the  most  significant  develop- 
ments in  the  period  1934-64.  While  in  some  cases  the  consultants  named  classes 
of  drugs  rather  than  specific  agents,  suflScient  of  the  latter  were  named  to  permit 
a  good  sampling  of  the  "key"  drugs  developed  over  the  last  30  years.  From  that 
list  the  following  table  can  be  constructed : 

Exhibit  I 


Name  of  drug 


First 

Admitted 

Admitted 

marketed 

to  USP 

to  NND 

1943 

1950 

1945 

1949 

1955 

1951 

1945 

1950 

1948 

1952 

1955 

1953 

1954 

1956 

1956 

1948 

1955 

1951 

1948 

1955 

1950 

1950 

1955 

1953 

1946 

1950 

1947 

1957 

1960 

1960 

1949 

1955 

1950 

1953 

1959 

1966 

1944 

1950 

1947 

1949 

1950 

1951 

1957 

1960 

1958 

1946 

1950 

1948 

1934 

1950 

1935 

1949 

1960 

1954 

1949 

1950 

Penicillin  sodium--. 
Cortisone  acetate. 

Streptomycin  

Isoniazid  

Chlor  promazine  

Aminosalicylic  acid- 

Isoproternol  

Methantheline  

D  iphenhydr  amine . . 

Chlorothiazide  

Chlortetracycline. 

Reserpine  

Meperidine  

Chloramphenicol  -  .- 

Tolbutamide  

Chl®roquine  

Phenylephrine  

Trihexyphenidyl  

Lidocaine  i  


I  Only  lidocaine  was  listed  in  the  National  Formulary.  It  was  admitted  in  1955. 
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Two  HuNDKED  Leading  Deugs 

Based  on  new  prescription  frequency  representing  over  60  percent  of  all  new 
prescriptions  in  drugstores 

(List  of  products  obtained  from  National  Prescription  Audit  for  1964;  R.  A. 
Gosselin  &  Co.,  Inc.,  Dedham,  Mass.) 
Additional  data  added  and  arranged  by  Paul  de  Haen,  New  York,  N.Y. 

A.  Single  chemical  entities,  indicating  acceptance  by  USP  XVII,  National 
Formulary  XII,  effective  September  1,  1965.    New  and  NonoflQcial  Drugs,  1964. 

B.  Combination  products,  indicating  acceptance  by  USP  XVII,  National  Formu- 
lary XII,  effective  September  1,  1965.    New  and  NonoflQcial  drugs,  1964. 

April  30,  1965.   Corrected  copy.  May  10,  1965. 

200  Leading  Drugs 


Statistical  analysis 


Number  of 
products 

Percent 

Number  of 
products 

Percent 

Single  chemical  entities: 

108 
11 

90.8 
9.2 

Not  listed  in  official  compendia   

119 

59.5 

Total   -—  -  

119 

Combination  products: 

Listed  in  official  compendia  (paregoric  USP)  

1 

80 

1.2 

98.8 

Not  listed  in  official  compendia     

81 

40.5 

Total    

81 

200 

100.0 

Note.— All  drugs  are  arranged  by  the  de  Haen  therapeutic  classification  and  code  numbers.  Products 
are  ranked  under  each  therapeutic  classification  in  order  of  new  prescription  frequency. 


Single  chemical  entities,  not  listed  in  official  compendium 


Therapeutic  class  number 

125     

Warner-Chilcott. 

Bristol. 

Roche. 

Robins. 

Burroughs  WeUcome, 
Merck,  Sharp  &  Dohme. 
Syntex. 
LiUy. 

Warner-Chilcott. 

145   

PolyciUin   

1963 
1963 

230  

Vahum   

280   -.- 

Nitroglycerin   

350   

Robitussin  

1949 
1958 
1961 
1961 
1961 

355   

Sudafed   

370    

Periactin   

390  

Synalar.    

390   

Cordran   

800  

Proloid.   
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200  leading  drugs 

(A)  SINGLE  CHEMICAL  ENTITIES 


Product  name 


015  Analgesics  narcotics: 

Demerol  

Codeine  sulfate  

020  Analgesics  nonnarcotics: 

Darvon  

Tylenol  

060  Anthelmintics:  Povan  

070  Antiarthritics   (nonhormonal)  including 
gout:  Butazolidin. 

080  Anticoagulants:  Coumadin  sodium  

090  Anticonvulsants;  Dilantin  sodium  

100  Antihistamines: 

Benadryl  

Chlor-Trimeton  

TeldriQ  

Dimetane  

Pyribenzamine  

Phenergan  

125  Anti-infectives,  antibacterials,  and  anti- 
septics, urinary: 

Furadantin  

Mandelamiae  

Furacin  

Pyridium  

130  Anti-infectives,  antibacterials  and  anti- 
septics, vaginal  (trichomonacides): 
Flagyl. 

140  Anti-infectives,  antibiotics,  broad,  and 
medium  spectrum: 

Declomycm  

Acliromycin  V   

Terramycin  

Ilosone  

Erythrocin  

Cliloromycetin  

Tetrex  

Achromycin  

Tetracycline  HCl  

TAG  

Tetracyn  

Chloromycetin  pahnitate  pad  

145  Anti-infectives,  antibiotics,  penicillin,  and 
derivatives: 

Pentids  

V-Cillin-K  

Penicillia  G  potassium  

CompocUlin-VK  

Pen-Vee-K  

SynciUin  

PolyciUin  

Pen-Vee  

BiciUin  

Prostaphlin  

180  Anti-infectives,  fungicides,  systemic:  My- 
costatta. 

190  Anti-infestives  sulfonamides,  single: 

Gantrisin   

Madribon  

Gantanol  

Kynex  

205  Anti-inflammatory  agents: 

Tandearil  

Ananase  

210  Antinauseants— motion  sickness  remedies: 

Tigan  

Dramamine  

Bonme  

220  Antiobesity  preparation  amphetamine 
preparations:  Desoxyn  

225  Antiobesity  preparation  others: 

Tenuate  

Preludin     

230  Ataraxics  and  tranquilizers: 

Librium  

Equanil  

Compazine    

Valiiun  

Thorazine  

Stelazine   --. 

Miltown   -■ 

Meprobamate   

Atarax     ■ 

Mellaril   ■ 

Vistaril     ■ 


Manufacturer 


Winthrop. 


Lilly  

McNeil  

Parke,  Davis. 
Geigy  


Endo  

Parke,  Davis. 


.....do  

Schering  

Smith  Kline  French  _ 

Robins  

Ciba  

Wyeth  


Eaton  

Warner-C  hilcott. 

Eaton  

Warner-C  hilcott  _ 


Searle. 


Lederle  

 do  

Pfizer  

LiUy  

Abbott  

Parke,  Davis. 

Bristol  

Lederle  


Roerig  

Pfizer  

Parke,  Davis. 


Squibb. 
Lilly..  _ 


Abbott 
Wyeth. 
Bristol. 

 do. 

Wyeth. 

 do., 

Bristol. 
Squibb 


 do.. 

Lederle. 

Geigy.  _. 
Rorer... 


Roche. 
Searle. 
Pfizer. 


Abbott. 


MerrelL 
Geigy.. 


Roche  

V/yeth  

Smith  Kline  French. 

Roche  

Smith  Kline  French. 

 do  

Wallace.  


Roerig. 
Sandoz. 
Pfizer.. 


Year 
intro- 
duced 


1944 


1947 
1955 
1959 
1952 

1954 


1947 
1949 
1954 
1957 
1949 
1951 


USP 
XVII 


1953    i  X 
X 

1946 


1963 


1959 
1957 
1960 
1959 
1952 
1949 
1956 
1953 
1950 
1958 
1953 
1951 


1951 
1957 
1945 
1957 
1958 
1959 
1963 
1955 
1951 
1962 
1954 


1949 
1958 
1961 
1957 

1961 
1962 

1959 
1949 
1953 

1944 

1959 
1956 


1955 
1956 
1963 
1954 
1958 
1955 
1955 
1956 
1959 
1958 
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200  leading  drugs — Continued 
■  A^i  SINGLE  CHEMICAL  ENTITIES— Continued 


Product  name 

Manufacturer 

Year 
intro- 
duced 

USP 
XVII 

XF 

xn 

VND 
'l964 

260'  C  ar  iiovsscolar  prepaxation  cardiotonics 
:r:ili5.  etc.):  Lanoxin..    

Burroughs  WeHcome  

Ciba  

1934 

X 

X 

X 
X 
X 

r     i: :  viscolar  preparation,  hypoten- 

5:ve;5— il£:aloides  (Rauwolfia.  Veratrimi'i : 

1953 

X 

X 

Eiu^'-xii:   

SQUiKo... 

1953 

X 

Sj'!   r : :  i: :  li  :• -jiir  prep  ^ration  vasodilators — 

X  '';iiVCcr^^' 

Peritrate  

Warner-  ChUcott  

1958 

X 

285  Cardiovasctilar  preparation  TasodCators — 
penpheral:  -Lr'^'di^ 

ArIington-Funk_ 

1955 

X 

X 

35':  C         rreTiri::::::i:  Robirussin  

Eobins  

1949 



35.;  X:.iil     ;.:zrr 5:1:1-5 : 

VV  fnthrop 



Ciba  

1959 

X 

ii-'ed 

Burroughs  WeUc-ome 

195,? 

1954 

X 

X 

370  Der~ \-                        —  : - ^-  - 

^.-i:-  ,  Kline  &  French  

Sharp  a:  Dohme  

1958 
1961 

X 

?-~i::i:i  



390  Derniitoljgioal  preparation,  oiiier; 
Svnalar 

Syntex  . 

1961 

1958 
1955 





X 
X 

1961 

1952 

X 

X 

4S.:  =.:^::^/..i::::ii::ies: 

Merck,  Sharp  &  Dohme  

 do  

1957 

X 

X 
X 
X 

xs.-  -^-z^i^"-: - --z-"z:" -■  

'_Tii7rini75T         ^  -  '  antidiar- 

Geigy  

19gG 

— 

X 
X 

-■- }  -    -.^      -          .  i      r  ;eiLts:  T  omntfl 
5CC  r-i5T7 - 1— '-75:-- --    i:  "^i:;. antispas- 
ii:              i              : ;:-ergics:  Pro- 

Searle 
do 

1960 
1953 

X 

X 

54'.  _Ti5:r : '.ii:^ ^:'jii_   preparation,  laxatives; 

Geigy  

195S 

X 

Smith,  Kline  &  T-"reneh_ 

X 

613  ixorniones ,  ::::::::  i?  plain: 

Merck  Sharp  &  Dohme  

1958 
1955 
1958 
1961 

~xZ 

x___ 

X 
X 
X 

C  -stone 

Schen'ng 

x.__ 

Upichn  

1957 

X 

6T:  l-Iini:"  15  i--:;Ti:r::::r5  riovera  

Ayerst  

Upjohn  

1943 
1959 

xl" 



X 

;   1  T       '~  '  = 

Wallace 

1959 
1959 

X 

Sifcer.  . 

X 

LiEv  

1935 

"x"I 



^/-"'k  -^'narp  &  Dohme 

1961 

X 

=  v;  ";:ii: 

5-       ElLine  &  French 

19^ 

xIII 

Geigv 

1959 

xl"" 

X 

Ciba     .  ... 

1956 

X 

760  Sedi::Te,5  :.iii  i.7i:i::ii5  1  .:r". ::"irites: 

190S 

X 

■^eC'^iT^al  soditEni_ 

'tfllv 

^945 

X 

Xembutal.                   _  .... 

Abooti  .  ,  .   

1930 

X 

Biitisol  sndinTTi 

McNeil 

1937 

X 

770  Sedatives  and  hypnotics  nonbarbitiirates: 
Doriden_ 

Ciba 

1955 

X 
X 

PlacidvL  -  __   

Abbott  

1955 

X._- 

Xoc-tec  -  .   

Squibb   

1952 

X... 

Eoche  

1955 

X 

800  Tiivroid  -Drepajaticns: 

ThvTbid__    ....  „   

Unspecified  

X 

Proloid                -  -     -            .  . 

Wamer-Chilcott  

Thyroid-  ,   

Armour...   

X 

810  Thyroid  therapy  antithyroid  preparations: 
"Cvtomel    

Smith  Kline  &  French  



195^ 

X 

X 

910  "V  itainias 
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200  leading  drugs — Continued 

(B)  COMBINATION  PRODUCTS 


Product  name 

Manufacturer 

1  ear 
intro- 
duced 

USP 
XVII 

NF 
XII 

NND 
1964 

015  Analgesics,  narcotics: 

Percodan  

1951 
1955 

Phenaphen  with  codeine   

020  Analgesics,  nonnarcotic: 

Empirin  compound  with  codeine  

Burroughs  Wellcome  _. 

Darvon  compound  65    

T  ill-rr 

1964 

Fiorina!     

Sandoz   

1952 

Equagesic  

Wyeth   

iilil 

Darvon  compound  

T  in-17 

Coma  compound  

Sinutab   

w  ar  ner-  L^niicott  

Norgesic   _  

1964 
1957 
1952 

1956 

1960 
1957 
1956 
1958 
1960 
1961 
1958 

1954 
1955 
1959 
1954 

1957 
1959 

1958 

1957 
1954 

1959 
1961 
1958 

Zactirin  

wyein  

T  ill-rr 

125  Anti-infectives,  antibacterials  and  anti- 
septics, urinary:  Azo  Gantrisin  

140  Anti-infectives,   antibiotics,   broad  and 
medium  spectrum: 
Mysteclin-F  

Roche    

Panalba    

Achrocidin  

Lederle  

Declostatin.   .  .   

Terrastatin...   

Pfizer    

An 

160  Anti-infectives,  antibiotics  topical,  other: 
Neosporin  .   

Burroughs  Wellcome  

Neo-Polycin  

Pitman-Moore  

195  Anti-infectives,    sulfonamides  multiple: 

200  Anti-infectives,  sulfonamides-antibiotics: 

Ilosone-Sulfa. 
205  Anti-inflammatory    agents:  Butazolidin 

alka. 

210  Antinauseants,  motion  sickness  remedies: 

T.illv 

n.  » 

220  Antiobesity  preparations,  amphetamine 
preparations: 

Biphetamine. .  .   -   

230  Ataraxics  and  tranquilizers:  Deprol  

250  Bronchial  dilators:  Tedral   

265  Cardiovascular    preparations,  hypoten- 
sives: 

1959 
1961 
1960 

1962 
1960 
1956 
1957 
1959 
1952 
1955 
1959 
1959 

340  Cold  preparations  antihistamines: 

Smith  Kline  French  

Robins   _ 

Dorsey   _ 

Tetrex-APC  w/Bristamin.  ...  

Bristol  

Novahistine  

P  itman-Moore  

Dimetane  Expectorant-DC.  

Robins  

345  Cold  preparations  general:  Actifed  

Burroughs   .-_ 

350  Cough  preparations: 

Phenergan  expectorant  w/codeine  

Wellcome  

Benylin  expectorant   

Wyeth  

1963 
1954 
1957 
1962 
1956 
1954 
1948 

Parke,  Davis  

Strasenburgh  

Phenergan  VC  Expectorant  w/codeine. 

Wyeth  

Endo 

Endo   - 

Smith  Kline  French. .   

370  Dermatological  preparations  antipruritics: 

Vioform  v//hydrocortlsone. 
435  Diuretics,  benzothiazides: 

Ciba  

1956 

1960 

1960 
1960 

Merck,    Sharp    &  Dohme 
Division. 

Ciba...    
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200  leading  drugs — Continued 
(B)  COMBINATION  PRODUCTS— Continued 


Product  name 

Manufacturer 

Year 
intro- 
duced 

USP 
XVII 

NF 
XII 

NND 
1964 

450  Ear  preparations:  Auralgan  

Averst..   . 

470  Eye  preparations  (ophthalmic): 

Neo-Decadron  _   

Merck  Sliarp  &  Dohme  

1959 

Zincfrin   

A  Icon    

485  Gastrointestinal    preparations  antacids 
plain: 

Maalox   _   

Rorer  

Mylanta   -.. 

Stuart  

1961 
1960 

495  Gastrointestinal    preparations  antidiar- 
r heals  and  intestinal  absorbents: 

Robms  

Paregoric  

X 

500  Gastrointestinal    preparations  antispas- 
modics and  anticholinergics: 
Donnatal  

Robms..  _    

Bentyl  w/Penobarbital  .  .  .  

Merrell  

1954 

1961 
1957 
1953 
1954 
1960 

1957 
1963 
1964 
1960 
1950 

505  Gastrointestinal    preparations  antispas- 
modics and  antichoUnergics  combina- 
tions: 

Librax   

Roche  -  _  -  --   -  - 

X 
X 

Combid  .     

Smith  Kline  French  

565  Hematinics  with  vitamins:  Trinsicon  

Lilly  

615  Hormones  corticoids  plain:  Neo-Cortef  

620  Hormones  corticoids  analgesic  combina- 
tions: Decagesic. 
675  Hormones  progesterones-estrogens  combi- 
nation: 

Enovid    ...  

Upjohn   

Merck  Sharp  Dohme  

Searle  

Ortho-Novum   .  

Ortho  

Enovid-E._.  

Searle  

710  Muscle  relaxants  general:  Robaxisal  

Robins  .--   

750  Psychostimulants:  Dexamyl  

Smith  EQine  French  

760  Sedatives  and  hypnotics  barbiturates: 

Tulnal  

LiUy  

Carbrltal    

Parke,  Davis.  -   

1 

Peoposed  Amendment  of  Section  1861  (t) 

The  term  "drugs"  and  the  term  "biologicals"  include  only  such  drugs  and 
biologicals  as  are  ordered  or  prescribed  by  attending  physicians  for  the  care  and 
treatment  of  patients  and  which  may  lawfully  be  introduced  into  interstate  com- 
merce under  the  Federal  Food,  Drug,  and  Cosmetic  Act. 

The  Chairman.  Thank  you  very  much,  Dr.  Smith. 
Any  questions  ? 

Senator  Anderson.  In  your  statement  you  deal  with  this  question 
of  reasonable  costs.  How  do  you  know  that  something  isn't  a  valid 
drug  ?  You  mention  the  costs  of  a  drug,  the  physician  may  be  allowed 
to  prescribe.  This  bill  doesn't  say  it  all,  does  it  ?  It  says  if  he  does 
prescribe  something  the  cost  of  that  shall  be  reasonable.  How  do  you 
twist  it  around  ? 

Dr.  Smith.  It  is  a  question  of  interpretation,  Senator. 

Senator  Anderson.  Well,  it  is  in  the  English  language  and  it  is 
fairly  plain,  isn't  it  ? 

Dr.  Smith.  We  believe  that  if  this  wording  remains  that  an  inter- 
pretation of  the  reasonable  costs  could  be  extended  in  several  direc- 
tions. One  direction  would  mean  there  would  be  an  unfortunate 
limitation  of  the  drugs  that  are  available. 

Senator  Anderson.  Where  did  you  find  that  in  the  bill  ?  Reason- 
able costs  of  such  services. 

Dr.  Smith.  As  might  be  rendered. 

Senator  Anderson.  Yes.  They  say  he  shall  decide  whether  to 
operate  on  the  man  or  give  him  gas. 
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Dr.  Smith.  No,  the  concern  that  bothers  us,  Senator,  as  in  other 
countries  when  there  has  been  a  question  of  costs  arising  there  have 
been  limitations,  on  the  kind  of  services,  the  kind  of  products  that 
could  be  made  available. 

Senator  Anderson.  Under  language  such  as  this  ? 

Dr.  Smith.  We  think  this  is  possible. 

Senator  Anderson.  No,  no.  Has  it  happened  under  language  such 
as  this  ? 

Dr.  Smith.  This,  I  cannot  say. 

Senator  Anderson.  Don't  you  think  3^ou  should  be  able  to  say  it 
before  you  testify  to  that  ? 

Dr.  Smith.  I  can  only  tell  you  what  the  experience  has  been,  as  I 
understand  it  and  others  understand  it  elsewhere.  I  do  not  know  the 
exact  wording  of  these,  although  I  can  say  this  is  available  from  a 
number  of  sources  ranging  from  World  Medical  Association  records 
to  elsewhere. 

Senator  Anderson.  Could  you  submit  some  of  those  records  show- 
ing they  have  eliminated  drugs  under  language  such  as  this  ? 

Dr.  Smith.  Well,  we  can  attempt  to  get  language  that  effects  the 
distribution,  the  availability  of  drugs,  and  then  if  you  would  wish, 
sir,  and  try  to  relate  that  to  the  language  as  it  reads  here  and  to  the 
fears  that  we  hold  in  this  kind  of  language. 

Senator  Anderson.  I  can't  find  where  you  can  put  that  interpreta- 
tion on  it  at  all.  It  says,  "shall  be  the  reasonable  costs  of  such  serv- 
ices." It  doesn't  say  they  can  distinguish  between  services.  Let  me 
give  you  a  personal  example.  When  I  go  into  a  hospital  they  make 
me  take  insulin  from  a  nurse,  I  have  been  giving  myself  insulin  for 
25  years,  I  can  do  it  reasonably  well  and  to  my  satisfaction.  'When 
I  go  to  a  hospital  they  charge  $2  to  give  me  a  shot  and  since  I  take 
four  shots  in  a  day,  that  is  $8 ;  because  that  looked  to  be  high  would 
you  say  they  would  say  I  couldn't  have  insulin  any  longer  ?  Do  you 
think  that  is  possible  ? 

Dr.  Smith.  No  

Senator  Anderson.  I  don't,  either. 

Dr.  Smith.  I  would  say  that  there  is  a  possibility  that  they  might 
substitute,  want  to  substitute  something  else  for  this. 
Senator  Anderson.  Substitute  what  ? 

Dr.  Smith.  Some  of  the  oral  preparations  that  are  available  today. 
Senator  Anderson.  You  mean  they  wouldn't  have  to  find  out 
Avhether  I  react  properly  to  oral  ? 
Dr.  Smith.  No. 

Senator  Anderson.  My  doctor  does. 
Dr.  Smith.  Yes. 

Senator  Anderson.  ^Yhy  would  they  not  do  that  ? 

Dr.  Smith.  That  is  what  we  are  trying  to  do,  guarantee  the  right 
of  the  physician  to  make  a  decision. 

Senator  Anderson.  How  can  you  suggest  anything  plainer  than 
that  ?  Can  you  suggest  any  language  ?  Seasonable  costs  of  such  serv- 
ices, not  some  fanciful  services. 

Dr.  Smith.  I  think  we  have  in  our  full  statement. 

Senator  Anderson.  You  quoted  a  part  of  the  House  report.  Would, 
you  mind  if  the  rest  of  the  House  report  went  in  ? 

Dr.  Smith.  I  am  sorry,  I  didn't  hear  you. 
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Senator  Anderson.  You  quoted  a  portion  of  the  House  report. 
Would  you  mind  if  the  other  paragraph  went  in  ? 
Dr.  Smith.  No. 
Senator  Anderson  (reading)  : 

The  appropriate  basis  of  payments  for  hospital  services  when  payment  is  made 
by  public  or  private  agencies  has  been  the  subject  of  extended  and  painstaking 
consideration  for  more  than  a  decade.  Governing  principles  have  been  deter- 
mined which  have  attained  a  large  measure  of  agreement.  It  is  the  intent  of  the 
bill  that  in  framing  regulations  full  advantage  shall  be  taken  of  experience  of 
private  agencies  in  order  that  rates  of  payment  to  hospitals  may  be  both  fair  to 
the  institution,  to  the  contributors,  or  to  the  hospital  insurance  trust  funds,  and 
to  other  patients.  In  framing  the  regulations  the  Secretary  and  his  staff  shall  con- 
sult with  the  organizations  that  have  developed  these  principles  as  well  as  the 
associations  of  providers  of  prices. 

That  is  what  the  House  said  was  the  purpose  of  this.  You  seem  to 
think  it  is  the  purpose  to  cut  off  somebody's  treatment.  I  can't  find 
the  language  at  all  and  if  you  can  find  it  in  the  bill  I  wish  you  would 
submit  it  for  the  record  at  some  time.  This  doesn't  say  it.  This  says 
just  the  reverse. 

Dr.  Smith.  We  weren't  implying  that  the  bill  intends  this.  We 
were  expressing  the  fear  that  under  this  wording  in  this  one  particular 
sentence  this  cutoff  could  occur.  We  hope  that  the  record  will  support 
your  intent  that  there  should  be  no  interference  in  the  physician-patient 
relationship. 

Senator  Anderson.  And  I  find  nothing  in  the  bill  that  does  that. 
Can  you  find  it '? 

Dr.  Smith.  Well,  we  think  that  this  wording  may  raise  this  pos- 
sibilit}^  in  the  future  and  that  is  why  we  are  directing  attention  to  it. 

Senator  Anderson.  And  this  is  all  you  find  that  does  that. 

Dr.  Klumpp.  The  other  provision,  1861  (t)  interferes  with  the  prac- 
tice of  medicine  in  that  it  prescribes  a  limited  group  of  drugs  that  may 
be  used  under  the  provisions  of  this  bill  in  the  practice  of  medicine. 

In  other  words,  it  says  to  the  doctors  the  tools  ^'that  you  use  for  the 
treatment  of  disease  shall  be  only  these  tools  and  not  the  others." 

In  my  opinion  that  is  an  interference  with  the  practice  of  medicine. 

Senator  Anderson.  You  think  that  is  bad  ? 

Dr.  Klumpp.  Yes,  sir ;  very  bad. 

Senator  Anderson.  You  would  condemn  the  board  of  health  of  any 
State  that  did  it,  wouldn't  you  ? 

Dr.  Klumpp.  I  think  that  as  a  matter  of  basic  principle  Federal 
legislation  has  no  business  in  interfering  with  the  prerogatives  of 
physicians  in  determining  what  those  physicians  shall  be  and  what 
they  shall  use  in  the  treatment  of  disease. 

Senator  Anderson.  What  is  your  home  State,  may  I  ask  ? 

Dr.  Klumpp.  New  York  State. 

Senator  Anderson.  Well,  let  me  just  say  this,  in  your  statement  you 
do  get  into  this  question  of  the  requirements  that  the  drug  be  included 
in  a  compendium  of  approved  drugs,  to  be  approved  by  hospital  com- 
mittees to  be  paid  for  as  made  available. 

Would  it  set  up  unworkable  barriers  to  physicians,  would  you  say 
medical  care  for  Blue  Cross  patients,  is  inferior,  in  Illinois  or  other 
States  where  drugs  listed  in  the  U.S.  Pharmacopoeia  are  paid  for  and 
only  those? 
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Dr.  Klumpp.  Well,  Mr.  Senator,  I  think  that  any  provision  in  any 
law  that  ties  the  hands  of  physicians  in  what  they  may  use  is  wrong, 
as  a  basic  principle. 

Senator  Anderson.  I  don't  know  what  this  list  is  that  was  sub- 
mitted, maybe  Dr.  Smith  can  explain  what  this  list  is  here,  I  am  very 
interested  in  it.  What  is  the  purpose  of  this  list  that  you  submitted  ? 
This  long  list  of  200  leading  drugs. 

Dr.  Smith.  These  are  the  200  drugs  most  frequently  prescribed  in 
the  United  States  by  physicians  in  1964.  The  purpose  of  submitting 
it  was  to  indicate  how  many  drugs  would  not  be  included  under  the 
present  wording  of  the  bill. 

Senator  Anderson.  And  it  is  your  testimony  then,  that  these  drugs 
that  are  listed  on  this  list  are  excluded  under  the  bill  ? 

Dr.  Smith.  Ninety-one  of  them  are. 

Senator  Anderson.  Well,  how  do  we  know  which  ones  then  ?  You 
have  an  easy  figure,  91,  you  might  just  as  well  have  said  150.  How 
many  are  excluded  ?  I  look  at  this  one  in  your  statement.  I  don't  know 
what  the  first  word  means,  after  Ataraxics,  I  have  had  doctors  prescribe 
for  me  Equanil,  I  took  some  of  it  the  other  morning  with  the  American 
Medical  Association  testimony  where  they  insisted  that  no  doctors  had 
anything  to  do  with  the  framing  of  the  King- Anderson  bill  or  the 
Javits  bill  which  was  completely  dishonest.  Then  there  is  Miltown, 
Meprobamate. 

Do  the  doctors  that  give  me  Equanil  violate  the  law  ? 

Dr.  Smith.  I  am  sorry.  I  cannot  hear  you. 

Senator  Anderson.  Do  the  doctors  that  give  me  Equanil,  do  they 
violate  the  law  when  they  give  me  Equanil  ? 
Dr.  Smith.  No. 

Senator  Anderson.  Would  they  if  this  bill  passed?  Is  it  your 
testimony  that  the  heart  specialist  couldn't  prescribe  Equanil  for  me 
if  he  wished  and  get  paid  for  it  ? 

Dr.  Smith.  He  could  now  simply  because  Miltown  is  going  to  be 
in  the  National  Formulary  for  1965  edition  but  if  it  were  not  in  the 
1965  edition  or  in  the  U.S.  Pharmacopoeia  or  not  recognized  by  a 
therapeutic  formulary  committee  in  a  hospital,  it  would  not  be 
covered. 

Senator  Anderson.  But  it  is.    If  Columbus  had  not  discovered 
America  he  would  n't  have  been  here. 
Dr.  Smith.  At  the  moment  Miltown  is. 

Senator  Anderson.  Yes,  I  see  Serpasil  and  Peritrate,  all  of  them 
arc  sitting  on  the  dresser  in  my  home. 

Are  these  to  be  not  prescribed,  is  that  your  testimony  ? 

Dr.  Smith.  We  don't  know  what  would  be  in  the  compendia  by 
the  time  the  bill  is  enacted.  We  can  only  speak  about  what  is  there 
now. 

Senator  Anderson.  I  say  Illinois  struggles  along  on  it. 

Now,  there  is  a  State  called  Virginia,  in  Virginia  only  drugs  listed 
in  the  U.S.  Pharmacopoeia  and  National  Formulary  new  and  non- 
official  drugs  are  covered  by  Blue  Cross. 

Would  you  say  the  practice  of  medicine  in  Virginia  is  poor  ? 

Dr.  Smith.  I  have  high  respect  for  the  practice  of  medicine  in 
Virginia. 

Senator  Anderson.  Well,  they  are  following  what  would  be  in  the 
bill. 
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Is  that  so  bad  then  ? 

Dr.  Klumpp.  Mr.  Chairman,  in  my  opinion,  I  would  not  say  that 
the  practice  of  medicine  in  Virginia  is  poor.  I  happen  to  also  be  a 
resident  of  Charlottesville,  Va.  The  practice  of  medicine  there  is  at 
a  very  high  level.  But  with  respect  to  this  specific  provision,  there 
are  imposed  on  the  physicians  of  Virginia  limitations  which  I  am 
sure  the  physicians  of  Virginia  object  to. 

Senator  Anderso^^.  A^Hien  did  you  go  and  ask  that  they  be  removed 
officially?  "^AHien  did  the  medical  association  take  any  stand  on  this 
officially  ? 

Dr.  Klumpp.  I  can't  tell  you  specifically. 

Senator  Anderson.  Have  you  ever  participated  in  a  movement  to 
get  that  restriction  removed  ? 
Dr,  KLUikUPP.  I  think  so. 
Senator  Anderson.  In  Virginia  ? 
Dr.  Klumpp.  I  don't  know  about  Virginia. 
Senator  Anderson.  I  said  have  you  ? 
Dr.  Kluimpp.  Pardon  me. 

Senator  Anderson.  Have  you  as  an  individual  ever  tried  to  get  this 
removed  in  Virginia  ? 
Dr.  Klumpp,  No,  sir. 
Senator  Anderson.  No. 

Now,  the  State  of  Louisiana :  is  the  State  of  Louisiana  backward  ? 
Only  those  drugs  in  the  Pharmacopoeia  and  National  Formulary  are 
covered. 

Dr.  Klumpp.  Mr.  Chairman,  I  would  like  to  ask  a  broad  question. 

Senator  Anderson.  Surely  because  these  States  can  live  with  the 
same  language  that  is  in  this  bill  and  you  say  it  is  going  to  limit  physi- 
cians. 

Dr.  Klumpp.  They  are  not  living  insofar  as  making  available  to  the 
physicians  all  the  tools  that  they  want  to  use  and  sometimes  need  to 
use. 

Senator  Anderson.  Are  you  limited  in  the  State  of  Virginia  ? 

Dr.  Klumpp.  I  thought  I  mentioned  I  am  a  resident  of  New  York. 
I  have  a  farm  in  Charlottesville. 

Senator  Anderson.  Charlottesville.  Well,  if  you  did  practice  in 
Charlottesville,  would  you  be  limited  because  of  this  ? 

Dr.  Kluimpp.  Yes,  sir ;  very  definitely. 

Senator  Anderson.  Isn't  it  strange  that  doctors  of  Virginia  don't 
seem  to  feel  so  bad  about  it  ? 

Dr.  Klumpp.  I  am  not  sure  that  that  is  so. 
Senator  Anderson.  All  right. 

You  say,  Dr.  Smith,  that  restrictions  such  as  are  in  the  bill  have  no 
demonstrable  place  in  ^ood  medicine. 

Are  you  ready  to  acknowledge  the  authority  of  the  Joint  Committee 
of  Accreditation  of  Hospitals  which  requires  that  the  hospitals  accredi- 
tation meet  the  standards  cited  bv  USP  or  the  National  Formulary. 
It  doesn't  do  that? 

Dr.  Smith.  No. 

Senator  Anderson.  Then  the  Joint  Conamission  on  Accreditation  of 
Hospitals  doesn't  require  for  a  hospital's  accreditation  that  its  drugs 
meet  the  standards  established  by  USP  and  NFP  for  drugs  ? 
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Mr.  Stetler.  It  is  one  of  the  things  they  look  at  when  they  investi- 
gate a  hospital.    It  is  not  a  requirement  to  accreditation. 

Senator  Anderson.  It  isn't  in  the  standards  ? 

Mr.  Stetler.  It  is  not  a  requirement  for  accreditation. 

Senator  Anderson.  This  is  put  out  by  the  American  Hospital  As- 
sociation.   You  dispute  it  then  ? 

Mr.  Stetler.  I  would  like  to  see  the  wording.  I  am  confident  it  is 
not  a  requirement.  It  is  one  of  the  things  they  check.  It  is  one  of 
the  things  they  recommend  and  that  they  look  for  but  accreditation  per 
se  is  not  based  or  denied  on  that  point. 

Senator  Anderson.  I  don't  suppose  accreditation  is  based  on  one  ex- 
clusive point  but  one  of  the  standards  they  use  is  whether  or  not  these 
drugs  meet  these  standards  and  we  put  it  in  the  bill  and  you  say  that 
is  bad. 

(The  following  letterj  relating  to  this  question  and  a  pertinent  page 
from  the  standard  survey  report  of  the  Joint  Commission  on  Accredi- 
tation of  Hospitals,  were  subsequently  submitted  by  Senator  Anderson 
for  the  record.) 

Kenneth  B.  Babcock,  M.D.,  Hospital  Consultant, 

Fort  Lauderdale,  Fla^,  May  I4, 1965. 

Hon.  Clinton  Anderson, 
U.S.  Senate,  Washington,  B.C. 

Deae  Senator  Anderson  :  I've  been  asked  to  write  to  you  concerning  one  of  the 
rules  of  the  .Joint  Commission  on  Accreditation  of  Hospitals.  It  concerns  the 
use  of  drugs. 

As  identification,  I  am  the  former  director  of  the  commission  and  am  still, 
at  present,  an  active  consultant  to  them. 

The  commission  specifically,  when  it  surveys  hospitals,  asks  the  question, 
"Do  you  use  only  drugs  found  in  the  United  States  Pharmacopoeia,  the  National 
Formulary,  and  New  and  Non-Official  Drugs?"  If  the  answer  is  "No"  the  hos- 
pital is  downgraded  in  the  marking  of  the  examiner. 

Of  itself  this  would  not  necessarily  mean  nonaccreditation.  But,  if  there 
were  several  other  discrepancies  found  with  it,  then  the  hospital  might  well  lose 
its  accreditation.  Let  me  put  it  this  way.  We  grade  or  mark  very  similar 
to  high  schools  and  colleges.  One  mistake  does  not  flunk  a  student  but  it  does 
lower  his  grade.  Enough  mistakes  could  mean  a  nonpassing  grade.  We  de- 
finitely feel  the  item  in  question  is  an  important  one  in  our  overall  examination. 

Accompanying  this  letter  is  a  blank  copy  of  the  grading  form  used  by  our 
surveyors.    I  have  marked  the  area  in  question. 

Mr.  Kenneth  Williamson  of  the  Washington  Bureau  of  the  American  Hospital 
Association  asked  me  to  write  this  information  to  you. 
Sincerely. 

Kenneth  B.  Babcock,  Consultant. 
PHARMACY  AND  DRUG  CONTROL 

1 .  The  locQtion  of  th«  pharmacy  or  drug  room  is  suitable.        Yes  -  No  

2.  It  is  adequately  supplied  with  official  preparations.        Yes   No   ...  ■ 

3.  There  \i  evider>ce  of  control  in  the  operations  of  the  dmg  room.        Yes   No 

4.  If  thee  is  a  pharmacy  there  is  eviderwre  of  control  in  the  absence  of  the  pharmacist. 
Y®s   No  

5.  Only  U.S. P  .  N.F.,  or  N.N. D.  qualify  preporations  are  used.        Yes   No  

A.   Wercotics,  hypnotics,  and  olcohcl  are  handled  under  properly  controlled  conditions. 

Yes   Mo  

Fkior  stpplisi  of  these  druQt  ore  properly  controlled.        Yes   No  

7.   Th^^re  era  policies  established  and  errforced  to  control  the  administration  of  dangerous  ond  toxic  drugs. 

Y&£   No  

N.    P.     «  .  
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Dr.  Klumpf.  Mr.  Chairman,  there  is  a  more  fundamental  objec- 
tion, it  seems  to  me.  Obviously  the  intent  of  1861  (t)  is  to  control 
costs,  and  we  recognize  that  good  housekeeping  on  the  part  of  the  Fed- 
eral Government  makes  it  desirable  to  do  that.  But  to  try  to  control 
costs  by  limiting  the  physician  in  what — in  the  tools  that  he  may 
use  is  the  wrong  way  to  do  it. 

Senator  Anderson.  Do  you  have  faith  in  Blue  Cross  as  an  organiza- 
tion? 

Dr.  Klumpp.  Pardon  me,  sir  ? 

Senator  Anderson.  Do  you  have  faith  in  Blue  Cross  as  an  organiza- 
tion? 

Dr.  Klumpp.  I  am  a  member  of  Blue  Cross. 

Senator  Anderson.  Does  Blue  Cross  allow  payment  of  drugs  on  this 
list  in  Illinois  ? 

Mr.  Stetler.  I  think  the  answer  to  that.  Senator,  is  that  it  varies 
from  State  to  State.  They  have  different  rules  and  requirements  in 
different  States. 

Senator  Anderson.  Well,  in  the  State  of  Illinois  except  Winnebago 
County,  according  to  this  Blue  Cross  guide  which  may  not  be  authori- 
tative according  to  the  American  Medical  Association,  it  provides  for 
all  drugs,  biologicals,  and  solutions  except  blood  plasma  and  other 
human  blood  derivatives  which  are  listed  in  the  United  States  Pharma- 
copoeia or  other  official  formularies  at  the  time  of  admission. 

You  say  that  is  a  bad  provision  ? 

Mr.  Stetler,  I  believe,  and  I  am  not  absolutely  sure,  but  I  believe 
that  in  operation — reimbursement  is  made  under  Blue  Cross  in  Illinois 
for  combination  products  which  would  not  be  included  in  that 
definition. 

Senator  Anderson.  Now.  in  Louisiana  they  have  much  the  same 
thing  and  it  says  cost  of  all  drugs,  medicines,  and  serums  except  blood 
and  blood  plasma  listed  in  the  United  States  Pharmacopoeia  and  Na- 
tional Formular}^  speciall}^  ordered  by  the  attending  physician  and 
furnished  by  the  hospital. 

You  think  that  is  a  bad  provision  ? 

Mr.  Stetler.  I  think  if  in  actual  operation  they  apply  that  very 
strictly  then  they  do  limit  their  reimbursement  to  only  about  50  per- 
cent of  the  drugs  that  are  normally  prescribed.  I  have  a  feeling,  how- 
ever, that  they  do  not  apply  the  letter  of  that  requirement. 

Senator  Anderson.  You  don't  think  Blue  Cross  lives  up  to  what 
it  says? 

Mr.  Stetler.  I  think  Blue  Cross  in  operation  does  reimburse  for 
combination  drugs  and  they  would  not  be  accominodated  by  that 
definition. 

Senator  Anderson.  If  Blue  Cross  did  testify  that  they  live  up  to 
this,  would  you  withdraw  your  objection  to  this  section  of  the  bill? 
Mr.  Stetler.  No,  sir. 

Senator  Willl4MS.  Doctor,  as  I  understand  your  testimony  in  con- 
nection with  this  list  of  200  drugSc  assuming  this  bill  is  passed  there 
would  still  be  nothing  in  the  law  that  Avould  prohibit  you  from  pre- 
scribing any  of  those  drugs  but  it  would  merely  mean  that  on  the  91 
which  were  not  included  the  patient  could  not  be  paid  under  this  bill. 

Dr.  Smtth.  Yes. 

Senator  Willlims.  The  patient  would  have  to  pay  for  it  on  his  own 
on  the  side  or  the  physician  would  not  be  allowed  to  prescribe  it  ? 
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Dr.  Smith.  That  is  risfht. 

Senator  Williams.  That  is  my  imderstanding. 

Dr.  Smitpi.  Yes. 

Senator  Williams.  In  connection  with  the  term  "drugs,"  an  earlier 
witness  has  suggested  this  amendment  and  I  am  just  going  to  read  it 
to  you  and  see  if  you  would  care  to  comment  on  this  proposed  amend- 
ment. It  is  not  mine  but  suggested  earlier. 

The  term  "drugs"  and  the  term  "biologicals"  include  only  such  drugs  and 
biologicals  as  are  ordered  or  prescribed  by  attending  physicians  for  the  care  and 
treatment  of  patients  and  which  may  lawfully  be  introduced  into  interstate 
commerce  under  the  Federal  Food,  Drug,  and  Cosmetics  Act. 

Are  you  familiar  with  that  amendment  which  was  suggested  earlier  ? 

Dr.  Smith.  No,  I  am  not,  Senator. 

Senator  Williams.  Would  you  care  to  comment  on  it? 

Dr.  Smith.  As  I  heard  it  read  it  would  sound  to  me  as  if  it  would 
provide  for  freedom  of  choice  for  the  physician  according  to  the  needs 
of  the  patient. 

Senator  Williams.  Well,  the  amendment  has  been  in  the  record 
before  and  I  will  see  that  it  is  in. 

Would  you  check  it  and  would  you  care  to  give  us  your  comments 
just  for  the  benefit  of  the  committee? 

Dr.  Smith.  Yes. 

Senator  Williams.  Thank  you. 

Dr.  Smith.  I  might  say  this,  as  we  understand  it  here  we  certainly 
would  support  this  kind  of  an  approach.  We  wouldn't  want  any  mis- 
understanding about  that. 

Senator  Curtis.  Do  we  have  need  to  clarify  two  problems  here,  in 
deciding  what  some  bureau  might  at  some  future  date  interpret  to 
mean  reasonable  costs  ?  One  problem  is  if  the  physician  has  absolute 
freedom,  to  prescribe  the  drug  that  he  thinks  is  best,  that  that  particular 
drug  be  furnished  without  excessive  profits.  You  would  agree  that 
would  be  a  satisfactory  objective  ? 

Dr.  Smith.  Yes. 

Senator  Curtis.  Now,  on  the  other  hand,  if  the  interpretation  would 
ever  develop  where  there  is  a  drug  that  does  the  patient  some  good,  or 
it  does  most  patients,  its  cost  is  rather  much,  but  there  may  be  a  rare 
drug  or  a  new  drug  or  a  drug  that  is  very  expensive  to  manufacture 
available  that  under  the  most  favorable  circumstances  would  be  exceed- 
inscly  expensive,  you  do  not  want  the  requirement  for  reasonableness 
of  cost  to  prevent  the  physician  from  using  that  very  expensive  drug 
if  that  is  what  is  best  for  the  patient,  is  that  right  ? 

Dr.  Smith.  This  is  so,  Senator.  We  feel  that  the  physician  should 
be  educated  to  use  what  is  best  and  certainly  locally  he  can  determine 
what  is  most  reasonable  in  costs  to  meet  the  needs  of  the  patient  in  the 
program.  But  if  there  is  a  need  existing  for  the  patient  then  the 
physician  should  be  able  to  provide  it.  It  is  true  as  was  pointed  out 
earlier,  that  someone  could  pay  for  it  even  though  it  is  not  included  in 
the  list  but  our  feeling  has  been  from  the  beginning  and  still  is  this  is 
an  arbitrary  decision  to  make.  It  would  divide  people  who  are  65  and 
over  into  two  classes  of  citizens,  those  under  medicare  and  those  who 
aren't  and  it  would  also  vary  greatly  from  one  area  of  the  country  to 
another  because  of  local  practices. 


SOCIAL  SECURITY 


773 


Senator  Curtis.  I  have  in  my  files  in  my  office  a  most  interesting 
case  relating  to  a  World  War  II  veteran,  in  a  veterans'  hospital.  He 
was  suffering  from  an  ailment  and  his  family  had  been  advised  he  was 
going  to  die,  it  was  just  a  matter  of  time.  A  new  drug  appeared. 
The  physicians  in  the  veterans'  hospital  were  aware  of  this  discovery 
and  of  its  value,  and  the  probability  that  it  would  bring  recovery.  But 
under  the  regulations  of  the  Veterans'  Administration  they  could  not 
prescribe  it,  and  in  this  particular  case  they  informed  the  veteran  and 
his  family  even  though  they  were  people  of  modest  means,  they  said 
secure  the  drug.  It  rescued  this  young  man  from  death.  He  is  an 
active  farmer  today,  and  I  will  say  this  for  the  Veterans'  Administra- 
tion retroactively  they  supported  a  legislative  proposal  of  mine  that 
went  back  and  made  it  possible  to  reimburse  this  veteran  for  this  very 
expensive  drug. 

Does  that  somewhat  illustrate  what  you  have  in  mind  when  you  say 
you  have  to  be  tied  to  a  published  list  ? 
Dr.  Smith.  Exactly,  Senator 
Dr.  Klumpp.  Exactly. 
Dr.  Smith.  An  excellent  illustration. 

Senator  Curtis.  Now,  are  the  words  in  here,  do  you  have  161  (t) 
before  you  ?  It  says  the  term  "drugs"  and  the  drugs,  biologicals  ex- 
cept for  the  purpose  of  subsection  (m)  (5)  of  this  section  included  only 
such  drugs  and  biologicals  respectively  as  are  included  in  the  U.S. 
Pharmacopoeia  or  the  National  Formulary  or  in  new  or  accepted 
dental  remedies — in  new  drugs  or  accepted  dental  remedies  except  any 
drugs  and  biologicals  unfavorably  evaluated  there,  or  as  are  approved 
by  the  pharmacy  and  drug  therapeutics  committee  or  equivalent  com- 
mittee of  the  medical  staff  of  the  hospital  furnishing  the  drug. 

Do  you  feel  you  are  given  adequate  leeway,  that  the  doctor  is  given 
adequate  leeway  in  there  by  the  words  "new  drugs  or  accepted  dental 
remedies"  ? 

Dr.  Smith.  No. 

Senator  Curtis.  Why  not? 

Dr.  Smith.  Because  they  are  not  all  inclusive. 

Senator  Curtis.  I  see. 

Dr.  Smith.  As  explained  in  the  various  pages  here,  there  are  limi- 
tations imposed  on  the  admission  of  dru^s  to  these  various  compendia. 

Furthermore,  only  about,  well,  one-sixth  of  hospitals  have  active 
formulary  or  therapeutic  committees. 

Senator  Curtis.  Under  this  language,  now  it  is  pretty  hazy,  does 
the  new  drug  have  to  be  one  approved  by  the  hospital  committee  ? 

Dr.  Smith.  Well,  new  drugs  as  of  what  ? 

Senator  Curtis.  What  is  that  ? 

Dr.  Smith.  The  "New  Drugs"  you  are  referring  to  is  a  book  that 
is  coming  out  from  the  Council  on  Drugs  of  the  AM  A, 
Senator  Curtis.  I  have  no  idea. 
Dr.  Smith.  It  is  a  book. 
Senator  Curtis.  That  is  a  book. 
Dr.  Smith.  Yes. 

Senator  Curtis.  "New  Drags"  or  "Accepted  Dental  Kemedies." 
Dr.  Smith.  Yes,  sir ;  these  are  books. 

Senator  Curtis.  I  will  ask  you  this  and  I  don't  want  to  drag  this 
on  for  a  long  time,  we  have  other  witnesses  here. 
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Was  there  ever  a  time  in  the  history  of  medicine,  when  unusual  med- 
icines were  available  to  the  extent  they  are  now,  way  ahead  of  any 
publication  list  even  though  it  has  been  revised  recently  ? 

Dr.  Smith.  Yes ;  many  examples. 

Senator  Curtis.  That  is  one  of  the  situations  that  we  must  con- 
sider. 
Dr.  Smith.  Yes. 

Dr.  Klumpp.  Mr.  Senator,  may  I  illustrate  that  ? 

New  drugs  and  new  discoveries  are  emerging  from  our  laboratories 
constantly.  Let  us  assume,  for  instance,  that  a  new  drug  that  could 
take  care  of  a  coronary  heart  attack  were  released  and  made  available. 
It  takes  a  long  time  for  these  compendia  to  go  through  the  procedure 
of  having  them  included.  It  takes  a  time  for  hospital  formulary 
committees,  where  they  exist,  and  we  have  shown  that  they  exist  in 
only  one  out  of  seven  hospitals. 

In  the  meantime,  people  are  dying  because  the  hospitals  and  the 
doctors  are  unwilling  to  use  these  new  preparations  because  they  are 
not  reimbursed  for  them,  and  this  is  the  issue  here.  But  more  impor- 
tant than  that  is  this  basic  issue  that  you  should  not  limit  the  practice 
of  medicine,  the  tools  available  to  the  physicians,  in  order  to  cut  costs. 

Senator  Curtis.  In  other  words,  to  put  it  in  a  nutshell  it  amounts 
to  this :  If  reasonable  costs  have  any  chance  of  affecting  the  selection 
of  the  drug  then  it  is  bad. 

Dr.  KiUMPP.  Yes,  sir. 

Senator  Curtis.  If  it  is  solely  within  the  framework  that  whatever 
is  selected  the  system  isn't  gaged  in  price,  then  it  is  all  right,  is  that 
your  position  ? 

Dr.  Klumpp.  Yes,  sir. 

Senator  Curtis.  That  is  all. 

Senator  Anderson.  Can  I  ask  one  more  question. 

You  referred  again  to  the  question  of  Senator  Curtis  that  one  in 
seven  hospitals  have  these  committees.  Will  you  state  for  the  record 
whether  a  majority  of  patients  in  the  hospitals  are  in  hospitals  having 
these  committees  on  new  drugs,  and  so  forth  ? 

Aren't  the  overwhelming  proportion  of  hospital  patients  in  hospitals 
with  a  functioning  organization  of  some  kind  to  approve  drugs  for  use 
in  a  hospital. 

Dr.  SmTH.  I  can't  give  you  an  exact  figure,  Senator,  I  think  we  can 
give  you  that  information. 

Senator  Anderson.  I  wish  you  would  supply  it  because  the  record 
we  have  shows  an  overwhelming  majority  of  them  are  that  type  pa- 
tient, not  one  in  seven. 

Dr.  Smith.  I  think  that  it  is  contrary  to  that,  but  we  wil)  sret  the 
information  for  you,  Senator. 

Senator  Anderson.  Thank  you. 

( The  in  formation  referred  to  follows : ) 

Pharmaceutical  Manufacttjeers  Associa.tion, 

Washington,  D.C.,  May  17, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  During  our  appearance  before  your  committee  May  13, 
certain  questions  were  raised  concerning  whicli  we  promised  to  supply  addi- 
tional information. 
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The  first  dealt  with  the  accuracy  of  Senator  Anderson's  statement  that  pha.r- 
macy  and  therapeutics  committees  are  extant  in  the  majority  of  the  larger  hos- 
pitals and  that  the  majority  of  beneficiaries  under  H.R.  6675  could  expect  to  be 
hospitalized  in  such  institutions. 

This  statement  is  illustrative  of  the  problem  our  testimony  attempts  to  em- 
phasize and  remedy.  It  is  literally  true  that  about  50  percent  of  the  larger  hos- 
pitals, those  with  100  or  more  beds,  have  drug  committees  that  meet  once  a  year 
or  more.  In  those  hospitals,  that  is,  about  half  of  the  larger  hospitals,  the  drug 
committees  could  broaden  the  assortment  of  drugs  to  be  pro\-ided  under  section 
1861  (t)  to  give  the  elderly  the  same  drugs  that  are  available  to  other  patients. 
This  simply  means  the  elderly  in  larger  hospitals  would  have  something  on  the 
order  of  a  50-50  chance  of  getting  all  the  drugs  they  deserve. 

A  much  lower  percentage  of  hospitals  with  fewer  than  100  beds  have  thera- 
peutic committees. 

It  is  important  in  this  connection  to  recognize  that  the  smaller  hospital  is  not, 
as  some  might  contend,  of  minor  importance  in  the  Nation's  health  care.  Of  the 
7,004  hospitals  in  the  United  States,  a  1964  American  Hospital  Association  survey 
shows  that  4,080  have  fewer  than  100  beds  each.  Those  smaller  hospitals  had  a 
total  of  6,758,644  admissions  in  1963,  the  AHA  survey  shows. 

We  submit  that  institutions  that  numerous,  offering  that  many  beds,  caring  for 
so  many  millions  of  illnesses  each  year,  are  not  to  be  passed  off  as  unimportant. 
The  most  current  information  we  have  discovered  concerning  the  availability  of 
pharmacy  and  therapeutics  committees  in  these  smaller  institutions  is  found  in 
a  report  on  a  Government-financed  study  conducted  by  the  American  Society  of 
Hospital  Pharmacists,  published  last  year.  It  states :  "Among  the  short-term 
hospitals  with  less  than  100  beds  the  percentage  having  committees  decreases 
sharply  from  37  percent  in  hospitals  with  50  to  99  beds  to  4  percent  in  hospitals 
with  less  than  25  beds." 

Thus  it  is  patently  clear  that  in  the  vast  majority  of  smaller  hospitals,  the 
drugs  available  under  section  1861  (t)  will  be  limited  to  those  listed  in  the  cited 
compendiums  since  no  therapeutic  committee  exists.  In  effect,  then,  thousands  of 
older  patients  hospitalized  in  community  and  rural  hospitals  near  their  homes  are 
going  to  be  penalized  as  regards  drugs  to  be  covered,  on  the  grounds  they  happen 
to  live  away  from  the  great  metropolitan  centers. 

Senator  Anderson's  second  comment  on  which  we  would  offer  our  further  view 
has  to  do  with  restrictions  in  certain  State  Blue  Cross  contracts  that  are  similar 
in  wording  to  the  present  section  1861  (t).  We  believe  it  is  true  that  such  re- 
strictions do  appear  in  some  Blue  Cross  contracts ;  and,  especially  in  light  of  the 
facts  presented  in  the  first  part  of  this  letter,  it  is  reasonable  to  ask  w^hy,  if  this 
kind  of  language  is  troublesome,  few  serious  objections  have  been  raised  to  them. 

We  believe  the  reason  lies  in  the  economic,  rather  than  medical,  basis  for  such 
contract  limitations.  In  presenting  bills  for  payment,  hospital  contractees  under 
Blue  Cross  do  not  normally  itemize  the  drugs  dispensed  or  administered ;  they 
merely  indicate  the  pharmacy  charges  for  each  payment.  Indeed,  it  is  our  un- 
derstanding from  conversations  with  Blue  Cross  representatives  that  only  when 
an  exceptionally  high  pharmacy  bill  is  presented,  and  there  is  a  subsequent  in- 
quiry to  learn  the  basis  for  the  bill,  does  Blue  Cross  normally  learn  what  drugs 
are  involved  in  a  given  case. 

Obviously  then.  Blue  Cross  is  not  often  in  a  position  to  know  whether  drugs 
it  pays  for  are  restricted  to  the  ones  listed  in  the  various  compendiums.  Bearing 
in  mind  that  in  practice  the  contract  language  is  intended  largely  as  an  economic 
tool,  it  is  clear  the  plans  do  not  really  care,  if  the  cost  is  within  customary  bounds 
and  all  other  factors  remain  equal. 

We  understand  further  that  when  Blue  Cross  does  find  an  uncommonly  high 
pharmacy  charge  for  a  given  patient,  it  seeks  the  advice  of  the  hospital  drug 
committee  (if  there  is  one)  before  refusing  to  render  payment,  in  order  to  learn 
the  medical  justification  for  the  therapy. 

In  any  event,  it  is  apparent  that  Blue  Cross  hospitals  regularly  administer,  and 
Blue  Cross  regularly  pays  for,  drugs  that  are  not  in  the  compendiums.  We  think 
this  fact  lends  further  support  to  our  contention  that  restrictive  language  such 
as  is  in  section  1861  (t)  is  impractical  and  will,  if  Blue  Cross  is  any  example,  not 
be  observed. 

The  only  other  comment  I  would  like  to  add  for  the  record  is  to  restate  the 
support  of  the  Pharmaceutical  Manufacturers  Association  for  the  language  read 
by  Senator  Williams  as  a  substitute  for  the  present  wording  of  section  1861  (t). 
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Mr.  Chairman,  we  know  this  bill  cannot  meet  every  circumstance  of  every  aged 
patient.  But  as  we  have  tried  to  show  in  our  testimony  and  here,  there  is  no 
need  for  it  to  fail  to  meet  the  reasonable  needs  of  many  thousands  of  people,  as 
it  now  does,  for  lack  of  a  recognition  of  the  facts  of  hospital  life  as  they  are. 
We  sincerely  hope  your  committee  will  make  a  reasonable  modification  of  its 
language  along  the  lines  we  have  suggested. 

We  shall,  of  course,  be  ready  to  comment  further  if  that  is  desired. 
Cordially, 

Austin  Smith,  M.D. 

Dr.  Klumpp.  But,  Mr.  Senator,  the  principle  here,  what  you  are 
propounding,  it  seems  to  me,  is  that  it  is  all  right  for  the  majority 
but  those  poor  devils  who  happen  to  be  in  these  few  hospitals  or  in  hos- 
pitals that  are  not  covered  by  formularies  we  aren't  worried  about 
them.  In  medicine  we  are  worried  about  every  single  patient  whether 
he  is  in  a  large  hospital,  with  a  large  population  that  has  a  formulary 
committee,  we  are  worried  about  the  ones  who  are  in  the  smaller  hos- 
pitals that  don't  have  formulary  committees  just  as  much.  Life  is  too 
precious  to  deal  with  majority  votes. 

Senator  Anderson.  Well,  I  am  sure  we  are  all  agreeable  with  that 
but  when  you  can't  get  to  them  and  you  do  have  a  majority  that  can 
be  served,  why  not  serve  them?  Why  refuse  to  serve  them?  Why 
recognize  the  situation  ?  You  are  the  ones  bringing  out  the  figure  that 
only  one  in  seven  has  such  a  committee.  I  say  the  majority  of  people 
in  hospitals  are  served  by  such  a  committee  and  I  would  be  happy  to 
see  you  introduce  evidence  to  contradict  that. 

Dr.  Klumpp.  But  we  are  concerned  with  the  minority  as  well  as  the 
majority. 

Senator  Anderson.  Well,  I  have  read  some  statements  from  the 
American  Medical  Association  about  the  need  for  health  service  that 
would  not  agree  with  that  conclusion. 

You  are  talking  about  people  who  are  poor  and  the  American  Medi- 
cal Association  has  been  saying  for  a  long  time  no  such  thing  exists. 

The  Chairman.  Any  further  questions? 

Senator  Dirksen  ? 

Senator  Dirksen.  Mr.  Chairman,  I  would  just  like  to  know  what 
the  fuss  is  all  about.  I  am  sorry,  I  was  before  another  committee  that 
I  couldn't  get  here.  But  for  a  matter  of  about  3  years  or  more  the  so- 
called  Kefauver  committee  went  into  this  drug  business  at  great 
length.  I  was  a  member  of  the  committee,  and  I  guess  I  attended 
nearly  every  hearing  we  ever  had.  I  finally  emerged  as  the  whipping 
boy  because  I  had  a  few  kind  things  to  say  about  the  pharmaceutical 
industry  and  they  thought  I  was  something  of  an  ogre  at  the  time. 
There  was  so  much  testimony  presented  that  certainly  didn't  stand  up 
in  the  light  of  day,  that  I  thought  they  ought  to  have  a  fair  shake  in  an 
open  forum.  I  had  no  timidity  about  standing  up  for  what  I  felt  was 
a  great  industry  that  has  done  such  a  job  for  the  American  people. 

There  isn't  anything  comparable  anywhere  in  the  world,  and  I  guess 
our  thanks  is  that  some  of  these  foreign  countries  swipe  your  patents 
today,  and  some  of  them  had  to  be  indicted  for  it. 

But  whatever  the  record  shows,  Mr.  Smith,  I  just  want  to  say,  after 
going  through  3  years  of  hearings  and  then  having  to  go  through  this 
so-called  monopoly  business  with  respect  to  Latin  America — wliere  we 
finally  got  those  subpenas  quashed  and  they  should  be  quashed — I  just 
want  to  salute  the  drug  industry  for  the  great  job  they  have  done,  and 
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I  don't  believe  you  have  ever  asked  for  too  much  when  you  have  come 
before  any  committee  where  I  ever  sat. 

And  I  just  want  to  assure  you  if  you  have  amendatory  language 
for  this  bill,  it  is  going  to  receive  considered  attention  when  we  come 
up  to  the  markup  phase. 

Dr.  Klumpp.  Thank  you  very  much. 

Senator  Dirksen.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Thank  you  very  much,  Dr.  Smith. 

The  Chair  announces  that  Mr.  Howard  W.  Habermeyer,  Chairman 
of  the  Railroad  Retirement  Board  and  Mr.  Lester  P.  Schoene,  repre- 
senting the  Railway  Labor  Executives  Association,  who  were  sched- 
uled to  testify  today  have  submitted  written  statements  in  lieu  of 
appearing.  Their  statements  will  be  placed  in  the  record  at  this 
time. 

(The  statements  referred  to  follow :) 

Statement  of  Howard  W.  Habermeyer,  Chairman,  Railroad  Retirement 

Board 

Mr.  Chairman  and  members  of  tlie  committee,  my  name  is  Howard  W. 
Habermeyer,  and  I  am  Chairman  of  the  Railroad  Retirement  Board.  I  have 
been  associated  with  the  Board  since  May  11,  1936,  and  I  have  been  Chairman 
of  the  Board  since  November  26,  1956. 

I  am  filing  this  statement  in  behalf  of  the  Board  in  support  of  Senator 
Douglas'  amendments  No.  178  to  H.R.  6675.  These  amendments  would  restore 
to  the  Railroad  Retirement  Board  the  jurisdiction  provided  for  it  in  H.R.  1 
and  earlier  bills  relating  to  hospital  insurance  benefits  for  railroad  employees. 
Unless  the  amendments  are  adopted,  a  social  insurance  program  for  railroad 
employees  would  be  administered,  for  the  first  time,  as  a  part  of  the  social 
security  program. 

As  you  know,  the  Railroad  Retirement  Board  administers  an  extensive  social 
insiurance  program  for  people  in  the  railroad  industry.  This  program  began 
in  the  middle  thirties  and  in  fact  its  inception  antedates  the  social  security 
program.  The  railroad  retirement,  disability,  and  survivors  benefit  program 
are  similar  to  the  OASDI  program.  Railroad  service  credits  provide  the  basis 
for  benefits  and  such  service  credits  are,  in  general,  excluded  from  the  opera- 
tion of  the  OASDI  program.  It  is  important  to  note  that  under  H.R.  6675,  as 
well  as  under  Senator  Douglas'  amendments  No.  178,  the  right  to  hospital 
insurance  benefits  of  railroad  employees,  their  dependents  and  survivors,  is 
contingent  upon  the  eligibility  of  such  persons  for  benefits  under  the  Railroad 
Retirement  Act  as  determined  by  the  Railroad  Retirement  Board. 

Under  the  law  now  in  effect,  there  is  considerable  coordination  between  the 
railroad  retirement  and  the  social  security  systems  which  is  implemented  in 
the  administration  of  the  two  programs.  For  example,  monthly  survivor  bene- 
fits are  payable  only  under  one  or  the  other  of  the  two  systems  based  on  com- 
bined credits.  Where  the  employees  has  less  than  10  years  of  railroad  service 
credits  at  his  retirement  or  death,  his  railroad  service  credits  are  treated  for 
benefit  purposes  as  social  security  credits.  Further,  under  the  social  security 
minimum  guarantee  provision  contained  in  the  Railroad  Retirement  Act,  monthly 
benefits  can  be  not  less  than  110  percent  of  the  amount,  or  the  additional  amount, 
that  would  be  payable  under  the  Social  Security  Act  if  the  employee's  railroad 
service  had  been  employment  subject  to  the  Social  Security  Act.  Moreover, 
there  is  by  law  a  provision  for  financial  interchange  between  tJae  two  systems 
which  assures  that  the  social  security  system  would  neither  gain  nor  lose 
from  the  separate  existence  of  the  railroad  retirement  system. 

Since  1961,  when  administration  supported  efforts  to  obtain  a  hospital  benefits 
program  began,  the  principal  bills  to  establish  the  program,  except  H.R.  6675. 
have  provided  for  Board  jurisdiction  over  hospital  insurance  benefits  for  railroad 
retirement  beneficiaries.  Provisions  for  the  Board's  jurisdiction  of  the  program 
as  it  relates  to  railroad  retirement  beneficiaries  were  included  in  H.R.  4222  and 
S.  909  in  1961,  in  H.R.  3920  and  S.  880  in  1963  and  in  the  bill  H.R.  11865  as 
passed  by  the  Senate  on  September  3,  1964.  The  bill  H.R.  1,  introduced  in  this 
session,  which  was  succeeded  by  H.R.  6675,  also  included  such  provisions  as  does 
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the  bill  S.  1.  Both  the  present  and  past  administrations  have  favored  juris- 
diction of  the  Board  over  the  hospital  benefits  program  as  it  relates  to  railroad 
people,  and  the  Department  of  Health,  Education,  and  Welfare  has  always  been  | 
fully  in  accord  with  this.  Just  recently,  the  Department  of  Health,  Education, 
and  Welfare  informed  me  that  it  has  no  objection  to  Senator  Douglas'  amend- 
ment No.  178.  As  stated  by  Secretary  Celebrezze  in  his  testimony  in  support 
of  H.R.  3920,  88th  Congress,  1st  session,  and  H.R.  11865,  88th  Congress,  2d 
session : 

"As  in  the  case  of  other  benefits  under  the  social  security  system,  overall  re- 
sponsibility for  administration  of  the  hospital  and  related  benefits  would  rest 
with  the  Secretary  of  Health,  Education,  and  Welfare.  Similar  responsibility 
for  railroad  retirement  annuitants  rests  with  the  Railroad  Retirement  Board. 
Agreements  by  hospitals  and  other  providers  with  the  Secretary  would  be  made 
on  behalf  of  both  the  Secretary  and  the  Board." 

In  contemplation  of  the  Board's  jurisdiction  over  the  hospital  issurance  pro- 
gram for  railroad  employees,  there  have  been  discussions  between  the  Board  and 
the  Social  Security  Administration  for  coordination  between  these  two  agencies 
in  the  administration  of  this  program.  As  a  consequence,  agreements  have 
already  been  reached  which  would  provide  for  a  close  coordination  and  would 
effect  an  eflicient  administration  of  the  program. 

The  American  Hospital  Association  at  one  time  objected  to  having  to  deal 
with  two  agencies.  When  informed,  however,  of  the  agreement  between  the 
Board  and  the  Social  Security  Administration  that  arrangements  with  hospitals 
and  other  providers  of  services  would  be  made  only  by  the  Social  Security  Admin- 
istration but  on  behalf  of  both  agencies,  the  hospital  association  formally  de- 
clared that  it  no  longer  had  any  objection  to  the  program  on  this  basis. 

Senator  Douglas'  amendments  No.  178  expressly  require  that  the  Board  and 
Secretary  of  Health,  Education,  and  Welfare  jointly  develop  procedures  to 
minimize  duplications  of  requests  for  payments  of  service  and  to  assign  admin- 
istrative functions  between  them  so  as  to  promote  the  greatest  facility,  eflSciency, 
and  consistency  of  administration  of  the  two  programs ;  and  the  two  agencies 
are  in  agreement  that  this  can  and  will  be  done. 

These  amendments  also  expressly  provide  that  agreements  entered  into  by  the 
Secretary  with  hospitals  shall  be  entered  into  on  behalf  of  both  the  Secretary 
and  the  Board.  Except  for  identification  of  the  patient  as  a  railroad  beneficiary 
the  ordinary  hospital  or  other  facility  would  hardly  be  aware  that  the  hospital 
insurance  program  for  railroad  employees  is  administered  by  the  Railroad  Re- 
tirement Board. 

In  view  of  these  circumstances,  it  is  logical  and  reasonable  to  restore  the 
provisions  for  jurisdiction  of  the  Board  over  the  hospital  insurance  program  as 
it  relates  to  railroad  people.  It  is  a  firmly  established  longstanding  policy  of  the 
Congress  for  the  Board  to  have  jurisdiction  over  social  insurance  programs  for 
railroad  people  and  the  Board  has  always  administered  such  programs.  There  is 
no  justification  for  a  departure  now  from  this  policy  and  principle  as  to  the 
hospital  insurance  program  for  the  aged. 

Senator  Douglas'  amendments  No.  178  restoring  jurisdiction  in  the  Railroad 
Retirement  Board  for  the  hospital  insurance  program  for  railroad  employees 
would,  according  to  actuarial  estimates,  cost  the  railroad  retirement  system  about 
$6,700,000  a  year.  This  would  result  from  the  fact  that  railroad  employers  and 
employees  would  be  paying  the  cost  for  the  hospital  insurance  benefits  on  the 
present  railroad  retirement  tax  base  of  roughly  $5,400  a  year  instead  of  on  a 
tax  base  equivalent  to  the  newly  proposed  social  security  tax  base  of  $5,600  a 
year  beginning  in  1966  and  $6,600  beginning  with  1971.  This  loss,  however,  will 
be  eliminated  as  soon  as  the  railroad  retirement  tax  base  is  increased  to  an 
amount  equivalent  to  the  newly  proposed  social  security  tax  base.  There  is 
ample  reason  to  believe  that  this  loss  would  only  be  temporary  because,  except  for 
a  single  relatively  short  period  in  the  early  1950's  the  railroad  retirement  tax 
base  has  always  equaled  or  exceeded  the  social  security  tax  base.  Therefore, 
as  soon  as  the  railroad  retirement  tax  base  is  increased  to  the  equivalent  of  the 
social  security  tax  base  (as  w^ill  most  likely  be  the  case)  there  would  no  longer 
be  any  loss  to  the  railroad  retirement  system  by  reason  of  the  jurisdiction  in 
the  Railroad  Retirement  Board  over  the  hospital  insurance  program  as  it  relates 
to  railroad  employees. 

I  hope,  therefore,  that  the  committee  will  act  favorably  on  Senator  Douglas' 
amendments  No.  178. 
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Statement  of  Lester  P.  Schoene,  Attorney,  Representing  the  Railway  Labor 
Executives'  Association,  in  Favor  of  Senator  Douglas'  Amendments  No.  178 
to  H.R.  6675 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Lester  P.  Schoene. 
I  am  a  lawyer  engaged  in  the  general  practice  of  law  with  offices  at  1625  K 
Street  NW.,  Washington,  D.C.  This  statement  is  presented  on  behalf  of  and  as 
counsel  for  the  Railway  Labor  Executives  Association,  whom  I  have  represented 
in  these  matters  for  more  than  20  years. 

The  Railway  Labor  Executives  Association  consists  of  the  chief  executives  of 
some  22  labor  organizations.  These  organizations  constitute  substantially  all 
the  standard  labor  organizations  in  the  country.  The  following  is  a  list  of  the 
organizations  whose  chief  executives  are  affiliated  with  the  association : 

American  Railways  Supervisors'  Association. 

American  Train  Dispatchers'  Association. 

Brotherhood  of  Locomotive  Firemen  &  Enginemen. 

Brotherhood  of  Maintenance-of-Way  Employees. 

Brotherhood  of  Railroad  Signalmen. 

Brotherhood  of  Railroad  Trainmen. 

Brotherhood  of  Railway  Carmen  of  America. 

Brotherhood  of  Railway  &  Steamship  Clerks,  Freight  Handlers,  Express  & 
Station  Employees. 
Brotherhood  of  Sleeping  Car  Porters. 

Hotel  &  Restaurant  Employees  &  Bartenders  International  Union. 

International  Brotherhood  of  Boilermakers,  Iron  Ship  Builders,  Black- 
smiths, Forgers  &  Helpers. 

International  Brotherhood  of  Electrical  Workers. 

International  Brotherhood  of  Firemen  &  Oilers. 

International  Organization  Masters,  Mates  &  Pilots  of  America. 

National  Marine  Engineers'  Beneficial  Association. 

Order  of  Railway  Conductors  &  Brakemen. 

Railroad  Yardmasters  of  America. 

Railway  Employees'  Department,  AFL-CIO. 

Seafarers'  International  Union  of  North  America. 

Sheet  Metal  Workers'  International  Association. 

Switchmen's  Union  of  North  America. 

Transportation-Communication  Employees'  Union. 
It  will  be  noted  that  this  list  includes  the  Railway  Employees'  Department, 
AFL-CIO,  which  is,  itself,  a  federation  of  the  shop  craft  organizations. 

Collectively,  these  organizations  represent  the  great  bulk  of  organized  railroad 
employees  in  the  country. 

Our  association  has  for  many  years  maintained  a  standing  committee  on  rail- 
road retirement  and  railroad  unemployment  insurance  matters,  and  this  com- 
mittee makes  recommendations,  from  time  to  time,  to  the  association  for  legisla- 
tive actions  with  regard  to  the  railroad  retirement  and  railroad  unemployment 
insurance  systems.  Pursuant  to  this  practice,  this  standing  committee  had 
recommended  to  the  association,  some  time  before  1961,  that  the  association 
join  forces  with  other  groups  in  the  country  to  sponsor  the  enactment  by  the 
Congress  of  a  program  of  hospital  and  medical  insurance  benefits  for  elderly  or 
retired  employees  with  the  understanding  that  the  Railroad  Retirement  Board 
would  administer  such  a  program,  insofar  as  it  relates  to  railroad  employees. 

The  association  has  adopted  the  committee's  recommendation  and,  pursuant 
thereto,  has  sponsored  jointly  with  other  groups  the  bill  containing  the  hospital 
and  medical  insurance  program  now  under  consideration  by  your  committee. 

The  Railroad  Retirement  Board,  which  administers  the  Railroad  Retirement 
Act  and  the  Railroad  Unemployment  Insurance  Act  for  the  benefit  of  railroad 
employees,  their  dependents,  and  survivors,  has  advised  the  association  that 
representatives  of  the  Board  and  of  the  Department  of  Health,  Education,  and 
Welfare  agreed  that  the  bill  for  hospital  and  medical  insurance  benefits  would 
contain  provisions  for  the  administration  of  such  benefits  for  railroad  employees 
by  the  Railroad  Retirement  Board.  I,  myself,  in  the  capacity  of  counsel  for 
the  association,  cooperated  with  the  counsel  of  the  Railroad  Retirement  Board 
in  the  drafting  of  such  provisions,  which  were  incorporated  in  the  bills,  H.R. 
4222  and  S.  909,  both  introduced  February  13, 1961. 

During  the  hearings  before  the  Ways  and  Means  Committee  of  the  House  on 
the  bill,  the  Secretary  of  Health,  Education,  and  Welfare  (Mr.  Ribicoff)  stated 
the  following  in  regard  to  such  provisions  : 
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"The  bill  covers  railroad  retirement  beneficiaries  as  well  as  OASI  beneficiaries. 
It  provides  that  agreements  between  the  Secretary  and  providers  of  services 
or  their  agents  will  be  entered  into  also  on  behalf  of  the  Railroad  Retirement 
Board.  Coverage  for  railroad  beneficiaries  would  include  services  secured  in 
railroad  hospitals  which,  otherwise,  may  not  be  participating  under  the  program, 
and  services  in  Canadian  hospitals,  which  for  OASI  beneficiaries  are  excluded 
from  the  program.  In  the  case  of  individuals  who  may  be  entitled  to  monthly 
benefits  under  both  programs  the  limitations  on  number  of  days,  units  of  care, 
and  the  deductible  provisions  would  be  applied  as  if  the  individuals  were  covered 
under  a  single  program, 

"The  administration  of  present  law  requires  close  coordination  between  RRB 
and  BOASI  in  recordkeeping  and  claims  processes.  There  has  been  continuing 
and  extensive  experience  between  these  agencies  in  the  kinds  of  coordination 
that  would  he  required  under  a  health  benefits  program.  Where  individuals  are 
entitled  under  both  programs,  agreement  would  be  reached  on  which  organization 
will  issue  the  identification  card.  Railroad  hospitals  and  Canadian  hospitals 
would  send  their  requests  for  verification  of  eligibility  direct  to  the  RRB.  Hos- 
pitals in  the  United  States,  other  than  railroad  hospitals  which  do  not  have  an 
agreement  with  the  Secretary,  would  accept  either  card  and  a  common  procedure 
would  be  established  for  requesting  verification  of  eligibility.  The  RRB  could 
be  linked  with  the  OASI  wire  communications  system.  Bills  could  be  paid 
under  uniform  policies  and  procedures,  and  the  trust  funds  of  the  two  programs 
could  be  adjusted  periodically  through  the  financial  interchange  provisions  of 
the  act." ' 

The  same  provisions  for  administration  by  the  Railroad  Retirement  Board  of 
hospital  insurance  benefits  for  railroad  employees  were  included  in  the  bills, 
H.R.  3920  and  S.  880,  both  introduced  on  February  21,  1963,  and  the  bill, 
H.R.  11865,  which  was  passed  by  the  Senate  on  September  3,  1964.  In  his 
testimony  before  the  House  Committee  on  Ways  and  Means  on  H.R.  3920,  the 
Secretary  of  Health,  Education,  and  Welfare  (Mr.  Celebrezze)  stated  as  follows: 

"As  in  the  case  of  other  benefits  under  the  social  security  system,  overall  respon- 
sibility for  administration  of  the  hospital  and  related  benefits  wwld  rest  with 
the  Secretary  of  Health,  Education,  and  Welfare.  Similar  responsibility  for  rail- 
road retirement  annuitant  rests  with  the  Railroad  Retirement  Board.  Agree- 
ments by  hospitals  and  other  providers  with  the  Secretary  would  be  made  on 
behalf  of  both  the  Secretary  and  the  Board."  ^ 

The  Secretary  made  the  same  statement  in  his  testimony  before  this  committee 
on  H.R.  11854.' 

The  same  provision  for  the  administration  by  the  Railroad  Retirement  Board 
of  hospital  insurance  benefits  for  railroad  employees  was  incorporated  in  the  bills, 
H.R.  1  and  S.  1,  introduced  January  4  and  January  6,  1965.  respectively.  Each 
of  these  bills  mentioned  above  were  known  as  administration  bills  so  that  every 
bill  for  hospital  insurance  benefits  introduced  since  1961  has  had  the  approval 
of  the  President  of  the  United  States  as  to  the  administration  by  the  Railroad 
Retirement  Board  of  the  program  as  it  relates  to  railroad  employees. 

The  bill,  H.R.  1,  which  contained  the  agreed-upon  provisions  for  the  adminis- 
tration by  the  Railroad  Retirement  Board  of  the  hospital  insurance  program  for 
railroad  employees,  was  considered  by  the  House  Committee  on  Ways  and  Means 
and  reported  by  that  committee  as  H.R.  6675,  w^ithout  such  provisions.  The 
reported  bill  was  passed  by  the  House  of  Representatives  on  April  8,  1965.  The 
amendments  of  Senator  Douglas  would  restore  the  omitted  provisions  so  as  to 
confer  jurisdiction  upon  the  Railroad  Retirement  Board  for  the  administration 
of  the  hospital  insurance  program  as  it  relates  to  railroad  employees.  We 
strongly  urge  the  adoption  of  these  amendments. 

The  restoration  of  the  omitted  provisions  would  be  in  conformity  with  the 
agreement  of  long  standing  between  the  Department  of  Health,  Education,  and 
Welfare  and  the  Railroad  Retirement  Board  (see  statements  of  Secretaries 
Ribicoff  and  Celebrezze  quoted  earlier)  and  in  conformity  with  the  congressional 
policy  of  long  standing  to  confer  upon  the  Railroad  Retirement  Board  jurisdiction 


1  Hearings  on  the  bill.  H.R.  4222,  before  the  Committee  on  Ways  and  Means,  House  of 
Representatives,  87th  Cong.,  1st  sess.,  vol.  1,  beginning  July  24,  1961.  pp.  160-161. 

2  Hearings  on  H.R.  3920,  before  the  Committee  on  Ways  and  Means,  House  of  Representa- 
tives, 88th  Cong..  1st  and  2d  sess.,  pt.  1,  beginning  Nov.  18,  1963,  p.  47,  under  heading  of 
"Administration." 

3  Hearings  on  H.R.  11865,  before  the  Committee  on  Finance,  U.S.  Senate,  88th  Cong., 
2d  sess.,  beginning  Aug.  6,  1964,  p.  Ill,  under  heading  of  "Administration." 
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for  the  administration  by  the  Board  of  all  types  of  benefit  programs  for  railroad 
employees,  their  dependents,  and  survivors. 

We  are  informed  that  the  Railroad  Retirement  Board  is  in  favor  of  Senator 
Douglas'  amendments  to  H.R.  6675  and  we  are  also  informed  that  the  Department 
of  Health,  Education,  and  Welfare  has  no  objection  to  the  adoption  of  such 
amendments- 

In  conclusion,  Mr.  Chairman,  we  believe  that  there  is  every  reason  for  the 
adoption  of  such  amendments  and  we  hope  that  this  committee  will  act  favorably 
thereon. 

The  Chaie^iax.  The  next  witness  is  Dr.  Wyrth  P.  Baker. 

Dr.  Baker  is  representing  the  American  Institute  of  Homeopathy. 

STATEMENT  OP  WYETH  POST  BAKER,  M.D.,  M.H.D.,  P.A.C.P.,  KEPEE- 
SENTING  THE  AMEEICAN  INSTITUTE  OP  HOMEOPATHY,  THE 
SOUTHEEN  HOMEOPATHIC  MEDICAL  ASSOCIATION:  THE  AMEEI- 
CAN POTJNDATION  POE  HOMEOPATHY;  THE  HAHNEMANN  THER- 
APEUTICS SOCIETY;  THE  WASHINGTON  HOMEOPATIC  MEDICAL 
SOCIETY;  THE  PENNSYLVANIA  HOMEOPATHIC  MEDICAL  SOCI- 
ETY; THE  HOMEOPATHIC  EETAIL  PHAEMACISTS;  THE  HOMEO- 
PATHIC MANUTACTUEING  PHAEMACISTS;  PHYSICIANS  (M.D.) 
OP  THE  imiTED  STATES,  SPECIALISTS  IN  HOMEOPATHIC 
THERAPEUTICS;  THE  OHIO  STATE  HOMEOPATHIC  MEDICAL 
SOCIETY;  AND  THE  HOMEOPATHIC  LAYMEN'S  LEAGUE  OP  U.S. 
THERAPEUTICS 

Dr.  Baker.  Mr.  Chairman,  members  of  the  Finance  Committee  of 
the  Senate,  I  (iee]Dh'  appreciate  the  privilege  of  appearing  before  you 
today,  and  I  have  a  brief  statment  which  I  should  like  to  make.  I  have 
been  practicing  in  AVashingcon  since  1933.  I  am  graduate  of  Hahne- 
mann Medical  College,  1930,  Philadelphia.  I  am  licensed  to  practice 
in  Maryland,  the  District  of  Columbia,  Delaware,  Pennsylvania,  and 
Kansas.  I  represent  the  following  organizations  at  their  request: 
Primarily  the  American  Institute  of  Homeopathy,  wluch  is  the  main 
or  parent  organization  of  the  homeopathic  profession :  the  Southern 
Homeopathic  Medical  Association,  the  American  Foundation  for 
Homeopathy,  the  Halinemami  Therapeutic  Society,  the  Washington 
Homeopatliic  Medical  Society,  the  Pennsylvania  Homeopathic  Medi- 
cal Society,  the  Homeopathic  Ketail  Pharmacists,  the  Homeopathic 
Manufacturing  Pharmacists,  and  Physicians  of  the  United  States,  the 
Ohio  State  Homeopathic  Medical  Society,  and  the  Homeopathic  Lay- 
men's League  of  17.S.  Therapeutics,  who  specialize  in  homeopathic 
therapeutics. 

My  subject  is  the  omission  of  the  'T^nited  States  Homeopathic  Phar- 
macopeia" from  H.R.  6675,  section  1861,  paragi^aph  (t)  imder  "Drug-s 
and  Biologicals,"  page  83,  line  16,  following  the  words  "the  L^nitecl 
States  Pharmacopeia.'- 

The  attention  of  the  members  of  this  Committee  is  respectfully 
directed  to  the  above  mentioned  omission  and  consideration  of  the 
facts  which  are  presented  below  for  their  information. 

A  pharmacopeia  is  a  book  contamuig  a  list  of  drugs,  chemicals,  and 
medical  preparations  with  descriptions  of  them,  tests  for  their  identity, 
purity,  and  strength  and  formulas  for  making  the  preparations,  issued 
l3y  an  official  organization. 
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In  the  United  States,  as  well  as  England,  Germany,  France,  Switzer- 
land, India,  and  other  countries,  there  are  two  such  books ;  the  Phar- 
macopeia and  the  Homeopathic  Pharmacopeia.  The  most  recent 
edition  of  the  "United  States  Homeopathic  Pharmacopeia"  was  pub- 
lished in  1964  by  the  American  Institute  of  Homeopathy,  founded  in 
1844,  the  oldest  official  national  medical  organization  in  the  United 
States,  which  represents  the  Homeopathic  physicians.  This  is  the  new 
pharmacopeia. 

It  is  necessary  to  have  two  pharmacopeias  because  the  technique  of 
preparation,  standardization,  and  dosage  of  drugs  used  by  homeo- 
pathic technique  may  be  entirely  different  from  drugs  used  physio- 
logically and  some  of  the  drugs  which  are  most  valuable  when  used 
homeopathically  do  not  appear  in  the  "U.S.  Pharmacopeia"  at  all,  nor 
in  the  "National  Formulary"  (seep.  785). 

It  is  essential  to  the  continued  health  of  an  appreciable  segment 
of  the  population  that  homeopathic  drugs  be  kept  available  for  their 
use  for  the  following  reasons : 

1.  These  drugs  are  effective  in  a  wide  variety  of  physical,  mental 
and  emotional  illnesses  or  disorders,  acute  and  chronic. 

2.  They  are  often  more  effective  in  certain  chronic  disorders  than 
the  more  commonly  employed  physiologic  drugs. 

3.  They  are  of  particular  value  in  treating  elderly  patients  and 
children. 

4.  These  drugs  are  nontoxic :  Reactions  to  them  are  rare,  poisonous 
effects  do  not  occur,  fatal  reactions  are  unlieard  of. 

5.  Their  use  is  economical;  unit  cost  is  from  0.1  to  5  percent  of 
physiologic  drugs  and  the  amount  used  is  in  even  smaller  proportion. 

6.  Homeopathic  drugs  have  been  used  since  1796  throughout  the 
world  and  their  use  in  the  United  States  has  been  approved  by  the 
Federal  Food,  Drug,  and  Cosmetic  Act,  Public  Law  717,  75th  Con- 
gress and  its  subsequent  revisions. 

7.  Thousands  of  patients  and  their  physicians  depend  on  homeo- 
pathic treatment  for  the  maintenance  of  their  health  and  well-being. 

The  size  and  extent  of  the  use  of  homeopathic  drugs  is  indicated 
by  the  following  statistics  which  were  compiled  from  the  confidential 
reports  of  six  of  the  leading  manufacturers  of  these  preparations. 
Each  of  these  organizations  wrote  to  me  and  gave  me  statistics  which 
I  have  compiled. 

Number  of  wholesale  customers  supplied,  1,597. 
Number  of  retail  pharmacies  supplied,  47,000. 
Number  of  physician  customers  supplied,  7,550. 
Number  of  pills  or  tablets  sold — in  excess  of  1,750  million. 
Number  of  gallons  of  liquids  sold — in  excess  of  30.000. 

Estimate  of  approximate  number  different  patients  treated  by  physicians, 
6  million. 

Estimate  of  number  of  persons  who  use  homeopathic  drugs  with  or  without 
the  advice  of  a  physician,  12  million. 

H.E.  6675,  section  1861  (t)  under  "Drugs  and  biologicals"  states: 

The  term  "drugs"  and  the  term  "biologicals,"  except  for  purposes  of  subsec- 
tion (m)  (5)  of  this  section,  include  only  such  drugs  and  biologicals,  respec- 
tively, as  are  included  in  the  United  States  Pharmacopoeia  or  the  National 
Formulary,  or  In  New  Drugs  or  Accepted  Dental  Remedies  (except  for  any 
drugs  and  biologicals  unfavorably  evaluated  therein),  or  as  are  approved  by 
the  pharmacy  and  drug  therapeutics  committee,  of  the  medical  staff  of  the 
hospital  furnishing  such  drugs  and  biologicals. 
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The  words  "United  States  Homeopathic  Pharmacopoeia"  appar- 
ently were  inadvertently  omitted  from  this  paragraph  in  the  mistaken 
belief  that  the  United  States  Pharmacopoeia  or  National  Formulary 
would  cover  the  pharmacology  standards  of  all  dmgs  in  legitnnate 
use.  To  ascertain  the  fact  that  this  was  inadvertently,  I  spoke  to 
Mr.  Wilbur  Cohen,  Assistant  Secretary— now  Under  Secretary— of 
the  Department  of  Health,  Education,  and  Welfare,  with  whom  I 
had  a  most  cordial  conversation,  and  thereafter  wrote  a  letter  to  him 
asking  the  f  oUowmg  questions : 

Have  your  medical  advisers  expressed  opposition  to  the  inclusion  of  the 
Homeopathic  Pharmacopoeia?  Are  you  opposed  to  the  inclusion  of  the  Homeo- 
pathic Pharmacopoeia  ?  Are  the  members  of  the  Committee  of  your  Department 
vrhich  prepared  the  bill  opposed  to  including  the  Homeopathic  Pharmacapoeia  in 
H.R.  6675?  If  there  is  opposition,  please  give  me  the  reasons.  If  there  is  no 
opposition,  will  you  and/or  the  committee  recommend  inclusion  of  the  Homeo- 
pathic Pharmacopoeia  in  H.R.  6675  to  the  Senate  Finance  Committee? 

In  response  to  this  letter  I  received  the  following : 

In  reply  to  your  letter  of  April  28,  I  am  enclosing  a  copy  of  my  letter  to 
Congressman  Broyhill  concerning  the  inclusion  of  homeopathic  drugs  and  medi- 
cines in  H.R.  6675 : 

"Deae  Joel  :  This  is  in  reply  to  your  letter  of  April  19  concerning  the  inclusion 
of  homeopathic  medicines  in  H.R.  6675.  This  matter  did  not  come  up  in  execu- 
tive sessions  of  the  House  committee.  We  would  neither  favor  nor  oppose  the 
inclusion  of  the  Homeopathic  Formulary  among  the  formularies  accepted  for 
purposes  of  the  Senate  bill." 

With  your  permission,  I  shall  add  this  statement  and  his  letter  to 
your  records. 

It  is  essential  that  the  United  States  Homeopathic  Pharmacopoeia 
be  specified  following  the  United  States  Pharmacopoeia  for  the  fol- 
lowing reasons : 

(1)  The  Homeopathic  Pharmacopoeia  sets  standards  for  homeo- 
pathic drugs  which  will  be  used  by  pharmacy  committees  of  the 
hospitals,  insurance  companies,  and  other  organizations  and  agencies 
concerned  with  reimbursement  for  medical  costs,  insurance,  and  regu- 
lation as  they  apply  to  this  medical  specialty. 

(2)  Its  omission  would  indicate  disapproval  to  some  organizations, 
particularly  those  insurance  companies  which  already  attem.pt  to 
avoid  payment  for  drugs  used  by  their  clients  and  committees  which 
limit  the  choice  of  drugs  by  standardization  and  in  the  name  of 
economy. 

(3)  Omission  of  the  Homeapathic  Pharmacopoeia  would  be  incon- 
sistent with  the  above-mentioned  food,  drug,  and  cosmetics  law  and 
in  addition  to  the  Healing  Arts  Practice  Act  of  the  District  of  Colum- 
bia, Public  Law  831,  February  27, 1929,  which  specifies  that  one  mem- 
ber of  the  Board  of  Examiners  in  Medicine  and  Osteopathy  shall  be 
a  member  of  the  homeopathic  medical  profession. 

(4)  Its  omission  could  prevent  thousands  of  patients  of  homeo- 
pathic physicians  from  obtaining  the  drugs  and  treatment  of  their 
choice  even  though  they  are  forced  to  pay  for  drugs  which  they  do 
not  want  and  in  many  cases  fear. 

(5)  This  would  be  a  deliberate  act  of  discrimination  against  an 
important  segment  of  the  patient  community  and  unjustified  lunita- 
tion  of  their  freedom  of  choice,  and  interference  with  commerce. 

The  members  of  the  Finance  Committee  of  the  U.S.  Senate  are 
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respectfully  requested  to  carefully  study  the  proposed  bill,  its  effects 
on  patients  as  described,  and  if,  in  their  opinion,  the  proposed  change 
in  the  bill  is  indicated  for  their  benefit,  to  take  immediate  action  to 
have  the  words  "United  States  Homeopathic  Pharmacopoeia"  inserted 
following  the  United  States  Pharmacopoeia. 

M}^  official  positions  are:  president,  Board  of  Examiners  in  Medi- 
cine and  Osteopathy  for  the  District  of  Columbia ;  president,  South- 
ern Homeopathic  Medical  Association ;  president,  Washington  Home- 
opathic Medical  Society ;  president,  Halinemann  Therapeutic  Society ; 
member,  board  of  trustees,  American  Institute  of  Homeopathy ;  vice 
chairman.  Department  of  Internal  Medicine,  Sibley  Memorial  Hos- 
pital, Washington  D.C ;  and  member.  Homeopathic  Medical  Society 
of  the  State  of  Pennsylvania. 

Thank  you.    I  am  authorized  to  speak  for  these  organizations. 

I  shall  be  glad  to  answer  an^^  questions  you  may  have  concerning 
this. 

The  Chairman-.  Senator  Long,  any  questions? 

Senator  Anderson-.  Would  you  submit  for  the  record  Doctor,  some 
examples  of  homeopathic  drugs  that  are  not  mentioned  in  the  com- 
pendiums  mentioned  in  the  bill,  United  States  Pharmacopeia,  Na- 
tional Formulary,  New  Drugs  ?  If  you  can  submit  some  things  that 
are  not  included — I  don't  mean  different  strengths  or  dilutions  of 
drugs  but  drugs  that  are  not  included  in  the  other. 

Dr.  Baker.  I  don't  have  a  copy  of  the  United  States  Pharmacopeia 
with  me,  but  I  have  the  Homeopathic  Pharmacopeia.  This  other 
book,  incidentally,  is  what  we  call  the  Homeopathic  Materia  Medica 
which  corresponds  to  the  various  materia  medica  representing  the 
various  drugs. 

Senator  Anderson.  I  am  trying  to  find  out  why  the  House  might 
have  left  it  out.  Dr.  Cohen  says  he  neither  proposes  nor  opposes) 
putting  it  in. 

Dr.  Baker.  Correct. 

Senator  Anderson.  But  if  he  thought  it  should  have  been  in  there, 
he  should  have  said  so. 

^^riiat  is  it  that  is  left  out  ?  Could  you  supply  us  with  an  example 
of  that  so  we  may  have  some  ideas  about  this  ? 

Dr.  Baker.  The  homeopathic  drugs  are  prepared  differently. 

Senator  Anderson.  But  the  drug,  once  approved,  carries  homeo- 
pathic doses. 

Dr.  Baker.  No,  not  as  it  appears  in  the  United  States  Pharma- 
copeia. The  dosage  is  different. 

Senator  Anderson.  I  said  I  know  the  doses  are  different.  But  if  a 
drug  is  approved,  it  is  approved  no  matter  what  dosage  is  given, 
isn't  that  correct? 

Dr.  Baker.  That  is  correct. 

Senator  Anderson.  So  if  it  is  in  the  regular  manual  of  United 
States  Pharmacopeia,  you  do  not  have  to  worry  about  the  doses. 

Dr.  Baker.  I  shall  give  you  a  few  of  the  drugs,  for  instance: 
baptisia,  tinctora,  asclepias,  apis,  mellifica,  anacardium,  orientale, 
alumen,  lycopodium. 

(The  following  was  later  received  for  the  record :) 
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IMPORTAXT — Homeopathic  Drugs  Which  Do  Not  Appear  in  the  U.S. P. 

N.F.  (Partial  List) 


Aesculiis 

Crataegus 

Agnis  Castis 

Diphtherium 

Allium  Cepa 

Drosera 

Ambrosia 

Eupatorium 

Ambra  Grisia 

Hypericum 

Anacardium 

Iris  Versicolor 

Apis  Mel 

Laches?  s 

Apium  Virus 

Latbroaectus 

Arum  Triph 

Laurocerasus 

Hamamelis 

Lilium  Tigrinium 

Bryonia 

Lycopodium 

Ignatia 

Naja 

Merc  Sol 

Nui  Moscbata 

Gelsinium 

Phytolacca 

Hydrastis 

Psorinum 

Lobelia 

Pyrogen 

CMonanthus 

Ranunculus 

Cbelidonium 

Rumex 

Pulsatilla 

Sabadilla 

Hypericum 

Sabina 

Cbamomila 

Spigelia 

Agaricus 

Spongia 

Anacardium 

Staphysagria 

Bellis  Perennis 

Thuja 

Carbo  Animalis 

Variolinum 

Caulopb  Yllyum 

Senator  Axdersox.  Tliese  are  drugs  not  mentioned  in  tlie  United 
States  Pharmacopoeia  ? 
Dr.  Baker.  Yes,  sir. 

Senator  Axdersox.  Or  any  of  these  other  books  ? 

Dr.  Baker.  Yes,  sir. 

Senator  Axdersox.  All  right. 

Dr.  Baker.  And  there  are  approximately  600  homeopathic  drugs 
which  I  have  listed  in  the  Homeopathic  Pharmacoi^oeia.  Some  are 
used  both  physiologically  and  homeopathically  ancl  others  are  used 
only  homeopathically. 

Senator  Axdersox.  Thank  you. 

The  Chairmax.  Any  further  questions  ? 

Senator  Dirksex.  Mr.  Chairman,  Dr.  Baker,  your  statement  doesn't 
contain  a  definition  to  show  the  distinction  between  homeopathic  as 
distinguished  from  physiological  therapeutics  nor  does  it  contain  a 
definition  to  show  a  distinction  between  homeopathic  drugs  and  phys- 
iological drugs.  Can't  you  give  us  a  simple  definition  ? 

Dr.  Baker.  Yes,  sir:  I  have  a  statement  which  I  submitted  along 
with  my  previous  statement.  Homeopathy  is  a  specialty  within  the 
practice  of  medicine.  My  education  was  at  Hahnemann  Medical  Col- 
lege, which  at  that  time  provided  two  degrees  :  one,  doctor  of  medicine, 
and  the  other,  doctor  of  homeox^athic  medicine. 

The  information  sheet  which  I  supplied  with  this,  I  will  read  briefly 
so  that  I  can  save  your  time.  It  is  a  specialty  which  employs  drugs 
which  are  prepared  according  to  the  standard  of  homeopathic  phar- 
macopoeia and  prescribed  according  to  the  certain  basic  and  precise 
scientific  principles  based  on  the  law  of  similars. 
_  This  method  of  therapy  is  practical  by  qualified  gradiuites  of  medi- 
cine who  have  obtained  a  degree  of  doctor  of  medicine  and  in  addition 
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have  obtained  the  knowledge  of  this  specialty  either  in  medical  college 
or  by  intensive  postgraduate  instruction. 

The  law  of  similars  was  originated  or  discovered  by  Samuel  Hahne- 
mann about  1795.  Samuel  Hahnemann  was  a  physician  and  scholar 
in  Germany.  This  law  states  that  likes  cure  likes.  That  is,  drugs 
which  can  produce  certain  symptoms  when  given  in  toxic  dosage  to 
a  healthy  person  can  cure  illness  or  disease  which  is  characterized  by 
similar  or  identical  symptoms.  It  differs  from  other  schools  of  healing 
in  the  following  manner : 

The  drugs  are  prescribed  according  to  a  definite  symptom  complex 
rather  than  for  a  disease  entity.  In  other  words,  if  we  prescribe  for 
a  sore  throat  we  take  into  consideration  the  appearance  of  the  throat, 
whether  it  happens  to  be  red,  purple,  has  white  patches,  whether  the 
soreness  is  on  the  right  side,  whether  the  patient  is  flushed  or  pale, 
whether  he  is  toxic  or  active,  irritable,  hysterical,  whether  he  is  deliri- 
ous, whether  he  has  a  swelling  of  the  glands,  and  so  forth,  whether  he 
is  thirsty,  and  various  other  things  like  that  are  characteristic  of  that 
particular  person's  response  to  that  particular  illness. 

Not  the  fact  that  he  has  tonsillitis,  but  the  fact  that  he  has  a  dis- 
turbance in  his  normal  health  which  is  characterized  by  these  certain 
symptoms. 

In  the  case  of  a  pneumonia  we  think  in  terms  of  the  patient  who  is 
perhaps  very  dull,  toxic,  has  an  appearance  as  if  he  had  typhoid  fever 
or  whether  he  is  very  flushed,  whether  he  is  violently  active  or  whether 
he  is  very  depressed  and  toxic.  Whether  it  is  on  the  right  side  or  on 
the  left  side,  whether  he  is  aggravated  by  heat,  whether  he  wishes  to  be 
covered  or  whether  he  wishes  to  be  uncovered,  whether  he  is  walking 
about  the  room  or  muttering  in  delirium  or  various  other  character- 
istics which  this  particular  patient,  by  which  this  particular  patient 
responds  to  his  particular  illness. 

We  do  not  treat  the  pneumonia,  we  are  treating  the  patient  who  has 
pneumonia.  That  is  the  particular  difference  from  physiological  medi- 
cation which  makes  use  of  a  drug  to  treat  a  particular  illness  given 
a  diagnosis. 

The  two  schools,  however,  are  coming  closer  and  closer  together,  the 
concept  of  Hahnemann  have  gradually  been  absorbed  over  the  years 
by  those  who  practice  in  general  medicine  in  the  so-called  allopathic 
or  physiological  field. 

Dees  this  give  you  the  answer  ? 

Senator  Dirksen.  You  have  got  me  more  confused  than  ever  now. 
[Laughter.] 

The  Chairman.  Doctor,  you  have  made  

Dr.  Baker.  That  is  the  unfortunate  thing,  when  we  try  to  explain 
homeopathy  it  is  very  confusing.  I  have  a  directory  of  the  homeo- 
pathic physicians  in  the  country,  approximately  1,500  names  which  I 
shall  be  glad  to  submit  to  you. 

The  Chairman.  Doctor,  I  don't  believe  you  covered  all  the  points 
included  in  the  last  page  of  your  testimony.  Would  you  like  for  it 
to  be  inserted  in  the  record  ? 

Dr.  Baker.  Yes,  sir. 

The  Chairman.  It  will  be  placed  in  the  record  at  this  point. 
(The  material  referred  to  follows :) 
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Information  Concerning  Homeopathy 

1.  Homeopathy  or  homeo-therapeutlcs  is  a  specialty  in  the  field  of  medicine 
which  employs  drugs  which  are  prepared  according  to  the  standards  of  the 
Homeopathic  Pharmacopoeia  and  prescribed  according  to  precise  scientific  prin- 
ciples based  on  the  law  of  similars. 

2.  This  method  of  therapy  is  employed  by  qualified  graduates  of  medicine  who 
have  obtained  a  degree,  doctor  of  medicine,  and  in  addition  have  obtained  a 
knowledge  of  this  specialty,  either  in  medical  college  or  by  intensive  postgradu- 
ate instruction. 

3.  The  Homeopathic  Pharmacopoeia  is  a  book  containing  a  list  of  drugs,  chemi- 
cals, or  medical* preparations,  with  descriptions  of  them,  tests  for  their  identity, 
purity,  and  strength,  and  formulas  for  making  them,  which  is  issued  periodically 
by  the  American  Institute  of  Homeopathy  (in  the  United  States)  founded  in 
1844,  as  the  first  national  medical  society  in  this  country.  The  most  recent  edi- 
tion was  published  in  1964. 

4.  It  is  necessary  to  have  a  separate  Homeopathic  Pharmacopoeia  because 
homeopathic  drugs  are  prepared  by  different  technique  and  prescribed  in  differ- 
ent dosage  than  physiological  drugs  which  are  described  in  the  United  States 
Pharmacopoeia,  and  different  drugs  appear  in  the  two  pharmacopoeias. 

5.  The  law  of  similars  was  originated  or  discovered  by  Samuel  Hahnemann 
about  1795.  It  states  that  likes  cure  likes ;  i.e.,  drugs  which  can  produce  certain 
symptoms,  when  given  in  toxic  dosage  to  a  healthy  person,  can  cure  illness  or 
disease  which  is  characterized  by  similar  or  identical  symptoms. 

6.  Homeopathy  differs  from  other  methods  of  healing  in  this  manner : 

(a)  The  drugs  are  prescribed  according  to  a  definite  symptom  complex, 
rather  than  for  a  disease  entity. 

( & )  They  are  given  in  minimal  or  subphysiologic  dosage. 

(c)  Sensitivity  reactions  seldom  occur  ;  toxic  reactions  rarely  occur ;  fatal 
poisoning  is  unheard  of. 

(d)  Each  patient  is  carefully  individualized  and  the  drug  is  prescribed 
which  is  characteristic  for  him  rather  than  the  disease. 

7.  Homeopathy  or  homeo-therapeutics  is  limited  in  its  use  by  the  medical  pro- 
fession for  it  requires  years  of  study  to  learn  its  technique  and  prescribing  for 
the  patient  requires  detailed  and  time-consuming  study  to  select  the  best  drug. 
It  is  therefore  not  applicable  to  empirical  or  mass  prescribing  except  in  a  few 
acute  illnesses. 

8.  It  is  in  general  use  throughout  the  world,  being  particularly  popular  in 
England,  Germany,  France,  Mexico,  Brazil,  Switzerland,  Italy,  and  India.  In  the 
United  States  its  spread  has  been  hampered  by  individualism  and  pharmaceutical 
advertising  of  items  having  a  much  higher  profit  for  the  manufacturer  in  trade- 
marked  prei)arations. 

Senator  Long.  Doctor,  let  me  ask  you,  I  was  reading  the  previous 
statement  when  you  started  on  yours  so  it  left  m.e  more  confused 
than  I  was  otherwise,  but  what  is  the  attitude  of  the  American  ]Medica] 
Association  generally,  that  is,  those  who  treat  by  the  more  traditional 
method — what  is  their  attitude  toward  homeopathy,  do  they  approve 
of  it  or  

Dr.  Baker.  I  have  been  a  member  of  the  American  Medical  Asso- 
ciation since  1930.  I  have  been  a  fellow  of  the  College  of  Physicians 
since  1942.  Both  of  which  are  so-called  old  school  organizations.  I 
have  never  encountered  any  opposition.  Others  may  say  they  have. 
But  my  relations  have  always  been  most  pleasant.  I  am  president 
of  the  examining  board  for  the  District  of  Columbia.  I  have  been 
president  of  the  staff  of  Halinemann  Hospital  until  we  merged  with 
Sibley  Hospital.  I  now  have  my  staff  appointment  as  vice  chairman 
of  the  Department  of  Internal  Medicine  at  Sibley,  and  I  would  hardly 
think  that  would  indicate  disapproval. 

Senator  Long.  Well,  you  Imow  what  their  attitude  is  toward  the 
chiropractors  generally. 

Dr.  Baker.  Yes,  sir. 
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Senator  Long.  That  is  not  the  same  situation  here.  They  perhaps 
practice  a  different  way  but  don't  quarrel  with  whether  or  not  you  are 
getting  results  using  your  approach  ? 

Dr.  Baker.  I  think  any  quarrel  would  be  between  individuals. 
Hahnemann  Medical  College  in  Philadelphia  has  met  all  of  the  stand- 
ards and  been  more  or  less  taken  over  by  so-called  "organized  medi- 
cine." It  is  one  of  the  outstanding  colleges  in  the  country  at  the 
present  time.  New  York  Medical  College,  Flower  Hospital  in  New 
York,  met  all  of  the  standards,  were  taken  over.  There  previously 
were  chairs  at  Ohio  State  University,  Michigan,  Boston  University, 
and  a  number  of  others.  There  were  several  other  medical  colleges, 
but  the  medical  curriculum  is  such  today  that  it  is  impossible  to  gQ 
into  the  specialties.  Just  as  it  is  impossible,  for  instance,  to  go  into 
orthopedics,  otolaryngology,  or  other  specialties  in  the  medical  school. 
There  is  a  basic  curriculum  which  has  to  be  completed  and  then  you 
have  to  specialize  afterward  and  that  is  in  my  opinion  where 
homeopathy  belongs  today. 

The  Chairman.  Thank  you  very  much.  Doctor. 

Dr.  Baker.  Thank  you,  sir. 

The  Chairman.  The  next  witness  is  Dr.  Victor  B.  Buhler,  of  the 
College  of  American  Pathologists. 
Take  a  seat,  sir,  and  proceed. 

STATEMENT  OF  DE.  YICTOE  B.  BUELEE,  PEESIBEOT  OF  THE  COL- 
LEGE OF  AMEEICAN  PATHOLOGISTS;  ACCOMPANIED  BY  OLIVEE 
J.  NEIBEL,  JE.,  EXECUTIVE  DIEECTOE  ANB  GEITEEAL  COUNSEL 
OF  COLLEGE  OF  AMEEICAN  PATHOLOGISTS 

Dr.  Buhler.  Mr.  Chairman  and  members  of  the  Com^mittee  on  Fi- 
nance, I  am  Dr.  Victor  B.  Buhler,  of  Kansas  City,  Mo.,  president  of 
the  College  of  American  Pathologists.  I  am  accompanied  by  Mr. 
Oliver  J.  Neibel,  Jr.,  of  Chicago,  111.,  executive  director  and  general 
counsel  of  the  college. 

The  College  of  American  Pathologists  is  a  professional  society  of 
physicians  representing  approximately  4,500  doctors  of  medicine  prac- 
ticing the  medical  specialty  of  pathology  in  hospitals,  medical  schools, 
clinics,  government,  research,  and  private  offices  throughout  the  coun- 
try. I  appear  before  you  today  representing  these  physicians  in  sup- 
port of  those  provisions  of  H.R.  6675  which  provide  for  the  payment 
for  physicians'  services  in  the  field  of  pathology,  radiology,  anesthesi- 
ology, and  physicial  medicine  in  the  voluntary  medical  care  insurance 
section  of  H.R.  6675,  title  XVIII,  part  B,  which  is  now  before  this 
committee  for  consideration.  By  the  same  token,  I  am  appearing  here 
today  in  opposition  to  amendments  79  and  156  to  H.R.  6675  and  any 
similar  amendments  which  would  define  the  professional  services  of 
pathologists  as  hospital  services  under  title  XVIII,  part  A,  or  provide 
for  compensation  for  the  services  of  pathologists  through  hospitals  or 
other  institutions.  My  presentation  today  will  be  confined  to  these 
important  matters. 

First,  I  vrould  like  to  emphasize  that  pathologists  are  doctors  of 
medicine.  After  an  individual  graduates  from  medical  school  he  must 
spend  at  least  5  additional  j^ears  in  intensive  training  called  a  residency 
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in  order  that  he  may  be  certified  to  practice  the  medical  speciaUy  of 
pathology. 

Both  H.R.  1  and  S.  1,  as  well  as  similar  bills  presented  to  earlier 
Congresses,  specifically^  excluded  "medical  or  surgical  services  provided 
by  a  physician''  from  the  definitions  of  "injDatient  hospital  services" 
and  "outpatient  hospital  services."  On  this  basis,  proponents  of  such 
legislation  maintained  that  the  bills  neither  interfered  with  medical 
practice,  nor  covered  physicians'  services. 

This  claim  vras  not,  however,  totally  accurate.  This  is  because  the 
professional  services  of  physicians  in  four  specialties  of  medicine : 
radiology,  pathology,  anesthesiology,  and  physiatry,  were  excepted 
from  the  general  exclusion  of  physicians'  services.  These  doctors 
were  thus  set  apart  from  all  other  physicians,  and  these  medical  spe- 
cialties were  by  implication  excluded  from  consideration  as  a  part  of 
medical  practice. 

In  passing  H.R.  6675,  the  House  of  Eepresentatives  removed  this 
adverse  discrimination  against  these  doctors  by  treating  physicians^ 
professional  services  in  these  specialties  in  exactly  the  same  way  as 
other  doctors'  services  were  covered. 

Speaking  quite  frankly,  pathologists  would  have  preferred  to  have 
the  total  payment  for  their  professional  services  placed  in  the  volun- 
tary insurance  portion  of  the  H.E.  6675  (pt.  B),  and  then  for  the 
pathologist  to  reimburse  hospitals  for  the  space,  equipment,  supplies^ 
personnel,  et  cetera,  furnished  by  the  institution.  We  genuinely  be- 
lieve that  this  would  have  provided  maximum  physician  control  over 
the  medical  service  rendered  to  each  patient. 

However,  the  House  of  Eepresentatives  chose  in  enacting  H.E. 
6675,  to  provide  that  the  costs  involved  in  the  operation  of  hospital 
beds,  the  laboratory,  the  operating  room,  the  department  of  radiology, 
and  the  anesthesiology^  service  be  reimbursable  as  hospital  costs  un- 
der title  XVIII,  part  A.  Fees  for  the  services  of  physicians  in  inter- 
nal medicine,  pathology,  surgery,  radiology,  anesthesiology,  et  cetera, 
would  be  all  paid  under  the  same  part  B  of  the  bill. 

This  legislative  disposition  is  in  keeping  with  the  overall  economics 
of  the  practice  of  medicine  and  aclmowledges  that  the  professional 
services  of  pathologists  have  been  traditionally  recognized  as  a  branch 
of  the  practice  of  medicine  just  as  is  surgery,  general  practice,  and 
internal  medicine.  Pathology,  as  well  as  the  other  three  specialties, 
have  sections  in  the  scientific  assembly  of  the  American  Medical  Asso- 
ciation; we  have  a  recognized  m^edical  specialty  examining  board, 
and  we  are  recognized  as  divisions  of  medical  practice  within  the 
armed  services,  the  Veterans'  Administration,  and  the  U.S.  Public 
Health  Service.  State  attorneys  general  in  California,  Colorado, 
Florida,  Idaho,  Illinois,  Iowa,  Louisiana,  Ohio,  Pemisylvania,  Ten- 
nessee, Utah,  Washington,  and  West  Virginia  have  issued  opinions 
the  import  of  which  is  to  deny  hospitals  the  right  to  practice  medicine 
through  employed  physicians.  These  attorneys  general  were  f ollow- 
mg  by  far  the  majority  rule  that  a  corporation  cannot  engage  in  the 
practice  of  medicine.  The  status  of  radiology  and  pathology  has 
been  litigated  in  Iowa  and  the  courts  in  that  State  have  squarely  ruled 
that  radiology  and  pathology  are  medical  practices,  or  services,  and 
may  not  be  provided  by  hospitals— but  onlv  bv  phvsicians  in  hospitals. 

It  IS  for  these  reasons,  and  others  which  I  will  discuss  presentlv, 
that  the  College  of  American  Pathologists  accepts  and  endorses  the 
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provisions  of  H.K.  6675  which  provide  for  the  treatment  of  all  phy- 
sicians' services  alike  and  all  hospital  costs  alike.  The  services  of 
pathologists  are  not  hospital  services  and  do  not  belong  in  that  por- 
tion of  the  bill  solely  designed  to  offer  hospital  benefits  as  would  be 
the  case  in  the  event  that  amendments  79  or  156  were  to  be  approved. 

In  1965,  medical  practice  is  interdependent  and  high  level  care  is 
based  upon  a  balanced  health  team.  Today,  even  imder  favorable 
circumstances,  there  is  an  acute  shortage  of  practitioners  in  the  medical 
specialty  of  pathology.  In  the  last  year  for  which  statistics  are  avail- 
able, pathology  was  only  able  to  fill  59  percent  of  the  number  of  avail- 
able residences  or  training  programs  in  pathology.  The  American 
Board  of  Pathology  recommends  1  pathologist  for  every  5,000  hos- 
pital admissions.  In  1963  (the  most  recent  year  for  which  figures  are 
available)  there  were  26  million  admissions  to  acute  hospitals.  There 
were  only  slightly  over  3,000  practicing  pathologists  in  the  service 
practice  of  pathology.  Thus  medicine  is  short  approximately  2,000 
pathologists  now. 

Most  of  you  have  had  an  opportunity  to  review  the  report  of  the 
President's  Commission  on  Heart  Disease,  Cancer,  and  Stroke.  This 
report  repeatedly  recognizes  the  vital  role  of  pathologists  and  radiolo- 
gists in  the  detection  of  cancer  and  the  necessity  of  increasing  the  num- 
ber of  physicians  so  trained.  Pathology  is  the  only  medical  specialty 
specifically  trained  for  the  diagnosis  of  cancer.  All  physicians  recog- 
nize the  importance  of  early  detection  of  this  dread  disease.  Any  ac- 
tion by  the  Congress  of  the  United  States  which  would  tend  to  diminish, 
rather  than  increase,  the  number  of  physicians  entering  this  important 
medical  specialty  would  deal  a  telling  blow  to  our  fight  against  this 
disease. 

If  any  medical  specialty,  or  group  of  medical  specialties,  is  dealt 
with  prejudicially  in  a  Federal  law,  physicians  will  simply  not  enter 
these  specialties.  Doctors  are  unwilling  to  undergo  years  of  extra 
training  only  to  be  designated  as  "hospital  services"  at  the  end  of  this 
training.  No  doctor  wants  to  be  less  than  a  doctor.  They  have  options 
to  enter  other  branches  of  medicine  and  will  exercise  these  options. 

Previous  witnesses  before  this  committee  have  indicated  their  belief 
that  the  adoption  of  H.E.  6675  would  be  seriously  disruptive  to  exist- 
ing patterns  of  medical  practice.  This  is  simply  not  true.  It  is  true 
that  the  exclusion  of  the  medical  services  of  pathologists  and  the  other 
three  medical  specialties  from  the  hospital  segment  of  H.E.  6675 
will  result  in  changes  in  the  procedure  followed  by  some  hospitals  and 
some  insurance  and  prepayment  carriers.  However,  the  enactment  of 
the  bill  will  result  in  many  changes  of  a  similar  mechanical  nature. 

Pathologists  practice  in  a  variety  of  ways.  A  large  number  of 
pathologists  practice  their  medical  specialty  in  hospitals,  others  in 
private  offices,  a  number  in  both  hospitals  and  private  offices,  and 
still  others  in  teaching  and  research.  Most  pathologists  practicing  in 
hospitals  have  an  arrangement  with  the  hospital  whereby  the  hospital 
keeps  a  percentage  of  the  total  charge  for  laboratory  services  to  reim- 
burse the  hospital  for  the  direct  (personnel,  equipment,  et  cetera) 
and  indirect  costs  involved  in  the  operation  of  the  laboratory.  The 
remainder  of  the  charge,  after  payment  to  the  hospital  of  its  cost, 
represents  the  professional  fee  of  the  pathologist.  Other  pathologists 
practice  under  arrangements  whereby  they  lease  space  in  the  hospital 
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for  a  fixed  percentage  of  the  charges  for  laboratory  services  and  the 
pathologists  provide  the  equipment,  personnel,  et  cetera,  necessary  for 
the  proper  operation  of  the  laboratory.  It  is  true  that  some  patholo- 
gists are  paid  a  salary  by  the  hospital  and  the  hospital,  in  turn,  collects 
the  total  charge  for  laboratory  services.  Many  pathologists  thus  com- 
pensated are  in  teaching  and  research.  Where  they  are  in  the  service 
practice  of  pathology,  and  the  hospital  is  selling  the  services  of  the 
pathologist,  as  I  pointed  out  earlier,  in  a  large  number  of  States  such 
salaried  arrangements  are  illegal.  In  all  States  this  is  considered 
unethical  according  to  the  Principles  of  Ethics  of  the  American  Medi- 
cal Association  and  the  Code  of  Ethics  of  the  College  of  American 
Pathologists. 

It  is  not  true,  as  some  would  have  you  believe,  that  most  pathologists 
are  remunerated  for  their  professional  services  by  salaries  paid  by  the 
hospital. 

In  1956  a  survey  by  the  American  Hospital  Association  indicated 
that  11  percent  of  radiologists  and  26  percent  of  pathologists  were  still 
on  a  salary  basis.  All  medical  associations  and  the  college  have  been 
striving  to  reduce  this  number  and  I  am  pleased  to  report  that  progress 
is  being  made. 

What  effect  would  the  adoption  of  amendments  79  or  156  have  on 
the  existing  pattern  of  pathology  services?  In  effect,  the  adoption 
of  either  of  these  amendments  would  force  all  doctors  practicing  these 
four  specialties  to  be  classified  as  hospital  services,  regardless  of  tlie 
existing  pattern  of  practice.  Classified  as  hospital  services,  the  in- 
evitable result  would  be  to  force  over  10  percent  of  this  country's 
physicians  to  become  salaried  employees  of  hospitals  rather  than  in- 
dependent practitioners  along  with  the  rest  of  medicine.  Such  a  pat- 
tern of  practice  in  pathology,  as  well  as  the  other  three  specialties, 
would  be  not  only  professionally  undesirable,  but  in  many  cases  illegal 
and  in  all  cases  unethical  where  the  services  of  the  physician  were  sold 
by  hospitals  for  a  profit. 

Let  us  remember  that  hospitals  are  primarily  the  workshop — the 
environment — for  the  practice  of  medicine.  The  fact  that  such  insti- 
tutions provide  physical  facilities  necessary  for  modern-day  medicine 
should  not  furnish  such  institutions  the  impetus  to  take  over  and  domi- 
nate medical  practice.  Hospitals  cannot  provide  medical  service. 
Only  physicians  are  qualified  by  background,  training,  experience,  and 
by  law  to  practice  medicine.  The  quality  of  medical  practice  cannot 
be  determined  by  anyone  other  than  an  individual  with  such  back- 
ground, training,  knowledge,  and  expertise. 

It  is  no  more  appropriate  that  a  landlord  of  an  office  building  should 
determine  the  mode,  method,  and  quality  of  the  practice  of  law  than 
should  the  hospital  attempt  to  do  this  for  the  practice  of  medicine. 
The  classification  of  over  10  percent  of  this  country's  physicians  as  a 
hospital  service  would  place  these  physicians  in  the  unenviable  position 
of  having  the  mode  and  manner  of  their  medical  practice  determined 
by  hospital  administrators,  hospital  governing  boards,  et  cetera,  under 
rules  and  regulations  laid  down  by  Government  agencies.  Such  a  sit- 
uation cannot  help  but  produce  poorer,  not  better,  quality  of  medi- 
cal care. 

N'ow  a  word  about  cost.  Some  witnesses  appearing  before  this 
committee  have  implied  that  the  approval  of  H.R.  6675"as  passed  by 
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the  House  of  Eepresentatives  would  tend  to  increase  the  cost  of  medi- 
cal and  hospital  care.  A  look  at  the  record  indicates  that  nothing  could 
be  further  from  the  truth. 

Over  the  past  25  years  (1936-61)  hospital  costs  have  increased  405 
percent,  while  physicians'  fees  have  only  gone  up  100  percent,  as  com- 
pared to  an  overall  increase  in  the  cost  of  living  based  on  the  Consumer 
Price  Index  of  115  percent. 

If  physicians'  fees  in  pathology  and  the  other  three  medical  special- 
ties are  stated  separately  from  hospital  charges,  the  cost  of  these  serv- 
ices to  patients  will  tend  to  be  reduced.  KeimWrsement  to  hospitals 
under  H.R.  6675  will  be  on  the  basis  of  "reasonable  cost,"  not  on  the 
basis  of  "customary  charges."  In  our  opinion,  hospitals  will  not  be 
able  to  justify  the  hidden  profits  that  they  are  now  realizing,  particu* 
larly  in  laboratory  and  X-ray,  if  hospital  charges  are  stated  separately 
from  the  physician's  fee.  Combining  the  physician's  fee  with  the  hos- 
pital charge  as  would  be  required  by  amendments  79  or  156  would 
tend  to  obscure  and  hide  the  hospital  profit  in  these  departments. 

It  has  been  implied  by  some  that  if  H.E.  6675  is  approved  as  now 
written  physicians'  fees  in  the  four  medical  specialties  involved  will 
skyrocket  and  seriously  increase  the  overall  cost  of  medical  care.  As 
a  physician,  as  a  pathologist,  as  president  of  the  College  of  American 
Pathologists,  I  am  deeply  resentful  of  the  implication  that  patholo- 
gists are  professionally  dishonest  and  fiscally  irresponsible  so  as  to 
skyrocket  their  fees  and  exploit  patients  if  they  are  allowed  to  charge 
for  their  own  professional  services  along  with  other  doctors.  This  does 
not  happen  with  other  doctors  when  they  send  their  own  bills  and  there 
is  no  reason  whatsoever  to  suppose  that  it  wwld  happen  if  patholo- 
gists billed  for  their  charges  in  the  same  manner  as  their  professional 
brethren. 

Just  a  word  about  free  choice.  Pathologists  have  been  frequently 
referred  to  as  "the  doctor's  doctor."  The  pathologist's  principal  role 
in  medicine  is  that  of  a  consultant.  The  selection  of  a  proper  con- 
sultant by  the  clinician  treating  the  patient  is  an  exercise  of  medical 
judgment.  Were  services  of  pathologists,  radiologists,  anesthesiolo- 
gists, and  physiatrists  to  be  provided  as  hospital  services,  both  the 
patient  and  his  doctor  have  automatically  lost  freedom  of  choice  in 
selecting  the  individual  who  will  consult  with  the  physician  regarding 
the  matters  of  medical  expertise  of  these  four  named  specialties.  This 
would  be  true  because  these  medical  services  would  then  be  provided 
as  a  hospital  service — not  a  medical  service  of  the  physician  involved. 

You  have  heard  testimony  by  the  American  Medical  Association 
urging  the  rejection  of  amendments  79  and  156  and  that  H.R.  6675  be 
enacted  in  its  present  form  with  respect  to  the  professional  services  of 
physicians.  Retention  of  the  bill  in  its  present  form  is  important  to 
all  of  medicine.  If  the  services  of  physicians  practicing  in  four 
branches  of  medicine  are  designated  as  "hospital  service"  in  a  Federal 
social  security  financed  law,  there  will  then  exist  ample  precedent  for 
including  the  professional  services  of  all  other  physicians  in  this  law. 
The  result  would  be  the  complete  destruction  of  medical  practice  as  it 
is  now  known  and  a  complete  takeover  of  medical  practice  as  it  now 
exists  by  hospital  administrators  and  their  governing  boards  and  the 
Federal  Government  through  the  Department  of  Health,  Education, 
and  Welfare. 
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In  conclusion,  Mr.  Chairman,  I  say  to  you  with  conviction  and  with- 
out equivocation,  that  we  believe  the  classification  of  the  professional 
services  of  pathologists  as  a  "hospital  service"  would  not  be  in  the  best 
interests  of  our  patients  or  of  good  laboratory  medicine. 

I  realize  that  the  responsibility  which  you  gentlemen  have  in  passing 
on  this  legislative  proposal  is  not  undertaken  by  you  lightly.  I  can 
only  sincerely  urge  on  behalf  of  our  membership  that  you  seriously 
consider  the  sweeping  effect  of  the  step  which  you  would  take  in  divid- 
ing medicine  and  separating  us  from  our  clinical  colleagues  should  you 
favorably  report  to  the  Senate  either  amendment  79  or  156. 

I  sincerely  urge  your  thoughtful  rejection  of  these  amendments  and 
approval  of  the  provisions  of  H.E.  6675  which  provide  for  payment  of 
physician  services  in  the  fields  of  pathology,  radiology,  anesthesiology, 
and  physiatry  in  the  voluntary  medical  care  insurance  section  of  the 
bill  (title XVII, pt.B). 

Thank  you,  Mr.  Chairman,  for  the  opportunity  that  you  have 
afforded  the  College  of  American  Pathologists  to  make  their  views 
known  to  you  on  this  important  legislation. 

The  Chairmaint.  Thank  you  very  much,  Dr.  Buhler. 

Any  questions  f 

Senator  ANOERSOisr.  In  your  statement.  Doctor,  you  say  that  most 
"pathologists  practicing  in  hospitals  have  an  arrangement  with  the 
hospital  whereby  the  hospital  keeps  a  percentage  of  the  total  charge  for 
laboratory  services  to  reimburse  the  hospital  for  the  direct — personnel, 
equipment,  et  cetera — and  indirect  costs  involved  in  the  operation  of 
the  laboratory.  The  remainder  of  the  charge  after  payment  to  the 
hospital  of  its  cost,  represents  the  professional  fee  of  the  pathologist. 
Other  pathologists  practice  under  arrangements  whereby  they  lease 
space  in  the  hospital  for  a  fixed  percentage  of  the  charges  for  labora- 
tory services  and  the  pathologists  provide  the  equipment,  personnel, 
et  cetera,  necessary  for  the  proper  operation  of  the  laboratory.  It  is 
true  that  some  pathologists  are  paid  a  salary  by  the  hospital  and  the 
hospital,  in  turn,  collects  the  total  charge  for  laboratory  services." 

You  mention  26  percent  as  a  portion  of  pathologists  Avorking  on  a 
salary  basis. 

Under  Senate  bill  1  provision  for  payment  could  be  made  in  accord- 
ance with  existing  arrangements  between  pathologists  and  hospitals 
but  H.R.  6675  would  require  the  pathologists  to  submit  his  own  bill. 

Doesn't  this  mean  that  under  6675  three-fourths  or  more  of  the 
arrangements  between  pathologists  and  hospitals  would  have  to  be 
modified  ? 

Dr.  Buhler.  ISTo,  sir. 

Senator  Anderson.  Under  Senate  bill  1  and  the  Douglas  amend- 
ment, there  would  be  no  need  to  change  arrangements  between  patholo- 
gists and  hospitals,  arrangements  which  you  say  cover  most  patholo- 
gists. 

The  provisions  in  the  Senate  bill  1  and  parts  B  of  H.R.  6675  would 
all  be  arrangements.  Why  do  you  then  say  Senate  bill  1  and  Douglas 
amendment  would  force  the  pathologists  to  become  salaried  ? 

Dr.  Buhler.  I  didn't  quite  get  your  statement,  Senator. 

Senator  Anderson.  Why  do  you  say  the  Douglas  amendment  would 
force  pathologists  to  become  salaried  employees  ? 
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Dr.  BuHKER.  Because  the  Douglas  amendment  provides  their  services 
would  have  to  be  as  hospital  services  under  part  A  and  they,  therefore, 
would  be  classified  as  hospital  employees. 

Senator  Anderson.  They  wouldn't  provide  the  same  services  now 
being  received. 

Dr.  BuHLER.  The  pathologists  who  practice  at  the  present  time 
would  continue  to  do  so.  I  certainly  hope  that  every  pathologist,  and 
I  am  quite  sure  that  every  pathologist,  would  continue  with  his  pro- 
fessional competence  to  his  greatest  extent.  What  it  would  do  if  the 
bill  were  changed  and  pathologists  were  placed  in  part  A  and  defined  as 
a  hospital  service,  would  be  to  impair  seriously  our  recruitment  pro- 
gram. We  already  have  a  great  need  for  pathologists.  It  has  been 
estimated  that  there  should  be  at  least  1  pathologist  for  every  5,000 
hospital  admissions.  There  are  approximately  26  million  hospital  ad- 
missions in  the  United  States  each  year.  We  have  approximately  3,000 
pathologists  who  are  in  the  service  area  of  pathology.  As  a  result,  we 
are  short  some  2,000  or  more  pathologists  at  this  time.  To  place  more 
restrictions  on  the  pathologist,  to  lower  his  status  as  a  professional  man, 
to  categorize  his  service  as  a  hospital  service,  and  to  divorce  him  from 
the  mainstream  of  medical  practice  and  from  his  professional  brethen 
would  certainly  seriously  curtail  our  recruitment  program.  It  cer- 
tainly would  reduce  the  number  of  pathologists  who  would  be  available. 

Senator  Anderson.  But  you  yourself  say  here  26  percent  of  your 
pathologists  are  on  a  salary  basis,  don't  you  ? 

Dr.  Buhler.  They  are  on  salary  basis,  that  is  correct.  But  they  have 
been  able  to  negotiate  on  a  voluntary  basis  and  have  done  this 
voluntarily. 

Senator  Anderson.  And  couldn't  under  this  bill  ? 

Dr.  Buhler.  They  can  under  H.R.  6675.  But  if  the  Douglas  amend- 
ment were  to  be  adopted,  they  would  have  to  negotiate  as  a  hospital 
service. 

Senator  Anderson.  You  talk  a  good  deal  about  freedom  of  choice. 
Wlien  a  patient  is  admitted  to  a  hospital,  just  who  does  he  choose  as 
his  pathologist  ? 

Mr.  Buhler,  The  pathologist  is  a  consultant  for  physicians, 
primarily. 

Senator  Anderson.  In  other  words,  you  were  talking  about  freedom 
of  choice.  How  does  a  patient  choose  his  pathologist  ? 

Dr.  Buhler.  This  is  what  I  am  getting  to,  sir.  The  pathologist  is  a 
doctor's  doctor.  He  consults  primarily  with  other  physicians.  When 
the  physician  asks  for  a  consultant,  he  chooses  that  consultant  in  the 
best  interests  of  his  patient,  to  provide  the  best  type  of  consulting  care 
that  he  can  get. 

Now,  in  the  hospital  he  can  choose  the  hospital  pathologist.  On  the 
the  outside,  of  course,  he  can  chooose  that  same  pathologist  if  he  op- 
erates a  private  laboratory,  or  he  can  choose  whomever  he  wants.  It  is 
the  physician  who  makes  the  choice,  and  who  determines  the  compe- 
tence of  the  consultant  he  calls  to  see  his  patient. 

Senator  Anderson.  So  if  the  physician  does  it  how  does  he  give  the 
patient  freedom  of  choice  ? 

Dr.  Buhler.  The  patient  has  freedom  of  choice  in  several  ways. 
First  of  all,  if  a  patient  w^ould  want  a  particular  pathologist  to  con- 
sult he  could  have  that  pathologist  come  to  the  hospital.  That  would 
be  one  way. 
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If  it  happens  to  be  a  specimen  that  can  be  sent  to  another  patholog-ist, 
this  is  another  way  in  which  it  coulcl  be  done. 

Senator  Axdersox.  You  think  the  average  person  who  goes  to  a 
hospital  for  an  operation  has  any  choice  or  makes  any  choice  of  a 
patholoo'ist. 

Dr.  BuHLER.  I  don't  think  that  the  patient  who  goes  to  the  hospital 
needs  to  make  this  choice.  I  think  that  the  attending  physician  is  the 
one  who  insures  that  the  patient  gets  the  best  of  medical  care.  He  is 
the  one  to  determine,  and  should  determine,  the  competence  of  the 
pathologist  with  whom  he  consults. 

Senator  Axdersox.  I  wondered  about  the  freedom  of  choice. 

How  are  the  services  of  salaried  specialists  in  hospitals  compensated 
for  in  the  KerrOdills  bill  ? 

Dr.  Bthler.  Senator,  I  would  like  to  call  your  attention  to  my 
presentation. 

Senator  Axdersox.  Does  that  answer  the  question  ? 

Dr.  BuHLER.  TTe  are  confining  our  remarks  on  H.K.  6675  to  the 
proposed  amendments. 

Senator  Axdersox.  You  don't  care  to  answer  a  question  about  Kerr- 
Mills? 

Dr.  BuHLER.  I  am  not  familiar  with  it,  sir.  Maybe  Mr.  Xeibel 
would  like  to  answer  it  ? 

Senator  Axdersox".  I  have  been  hearmg  stories  about  all  these  won- 
derful things  about  how  it  has  been  in  operation.  You  don't  care  to 
answer  any  question  about  it. 

Dr.  BuHLER.  You  asked  about  how  compensation  is  made  under  it  ? 

Senator  Axdersox.  That  is  all. 

Senator  Loxg.  You  mean  you  don't  know  how  your  services  are 
compensated  for  in  your  Kerr-Mills  program  ?. 

Dr.  BuHLER.  Yes,  I  have  an  idea,  but  I  am  not  here  to  discuss  com- 
pensation under  Kerr-^Iills.  I  can  say  that  under  Kerr-]Mills  we  sub- 
mit our  fee  as  pathologists  to  the  welfare  department,  and  in  turn  get 
a  payment  back. 

Tliis  is  in  Kansas,  which  happens  to  be  just  across  the  State  line. 
There  is  no  Kerr-Mills  in  Missouri. 

Mr.  Xeibel.  I  think  one  of  the  things  that  causes  some  confusion 
here,  Senator  Long,  is  the  position  that  the  pathologist  occupies  with 
respect  to  the  institution  m  which  he  practices.  Under  the  present 
system,  which  we  believe  would  be  preserved  by  approval  of  H.R. 
6675  as  now  written,  the  pathologist  constitutes  the  hospital  his  agent 
to  send  the  bill  to  the  patient  or  to  the  insiu*ance  carrier  or  what  have 
you. 

^Miere  this  procedure  is  followed,  most  hospitals'  bills  contam  a 
statement  to  the  effect  that  the  bill  for  laboratory  services  is  for  the 
professional  service  rendered  by  Dr.  X.  pathologist.  The  fact  that  the 
hospital  sends  tliis  bill  does  not  mean  that  the  pathologist  is  a  hos- 
pital service.  This  is  an  arrangement  whereby  he  has  just  designated 
tlie  hospital  as  his  bookkeeper  because  it  is  more  convenient,  more 
economical,  for  the  hospital,  the  patient,  and  the  pathologist  to  operate 
in  this  manner. 

Under  Kerr-Mills,  the  hospital  bills  in  accordance  witli  the  arrange- 
ment that  has  been  arrived  at  voluntarily  between  the  liospital  and  the 
pathologist.  In  other  instances  the  pathologist  sends  liis  own  bill 
under  Kerr-Mills. 

47-140 — 65 — pt.  2  rl8 


796 


SOCIAL  SECURITY 


Senator  LoxG.  Thank  you. 

Senator  Curtis.  Isn't  it  true  that  the  Veterans'  Administration  and 
the  Public  Heahh  Service,  the  armed  services  when  they  secure  the 
services  of  a  pathologist,  they  handle  them  as  independent  practi- 
tioners in  the  practice  of  medicine  and  not  as  a  hospital  service  ? 

Dr.  BuHLER.  That  is  correct,  and  it  is  a  voluntary  type  of  arrange- 
ment, too. 

Senator  Curtis.  Do  you  know  my  friend  Dr.  Shenken? 

Dr.  BuHLER.  I  Imow  John  E.  Shenken  of  Omaha,  Nebr.,  very  well. 

Senator  Curtis.  That  is  a  good  recommendation  for  you. 

We  have  a  similar  problem  in  the  practice  of  law.  Many  States 
prohibit  a  trust  company  from  practicing  law.  If  they  didn't  the 
trust  company  would  hire  salaried  lawyers  and  a  corporation  would  be 
in  the  business  of  practicing  law,  and  they  do  it  for  one  purpose,  making 
a  profit. 

It  has  not  been  in  the  public  interest  and  it  has  never  been  done. 
What  you  want  in  regard  to  pathologists  and  these  other  three 
specialties  is  to  retain  the  House  language. 
Dr.  BuHLER.  That  is  correct. 

Senator  Curtis.  It  is  stated  by  the  proponents  of  the  Douglas  amend- 
ment that  what  they  are  attempting  to  achieve  is  a  continuation  of 
the  present  arrangement  between  medical  specialists  and  hospitals. 

On  the  face  of  it  that  seems  to  be  the  case,  but  I  would  like  to  ask 
you  this  question.  Doctor.  Would  not  the  adoption  of  the  Douglas 
amendment  have  the  effect  of  giving  an  unfair  competitive  advantage 
to  the  pathologist's  hospital  services  covered  by  inpatient  hospital 
services? 

In  other  words,  his  services  would  be  paid  in  full,  while  the  services 
of  the  physician  who  bills  for  his  own  services  would  be  subject  to 
the  $50  deductible  and  the  20  percent  coinsurance  provision. 

Dr.  BuHLER.  That  is  correct.  Because  the  inpatient  services  are 
not  subjected  to  the  deductible  and  coinsurance  features,  this  would 
be  discriminatory. 

Senator  Curtis.  This  would  be  another  factor  in  forcing  all  pathol- 
ogists to  provide  their  services  as  hospital  services  rather  than  inde- 
pendent practitioners,  is  that  right  ? 

Dr.  BuHLER.  That  is  correct. 

Senator  Curtis.  ISTow,  in  your  statement  you  make  a  rather  serious 
charge  about  hospitals  and  hidden  profits,  what  do  you  mean  by  that? 

Dr.  BuHLER.  The  cost  to  the  hospital  of  the  performance  of  a  test, 
and  the  cost  of  the  professional  service,  subtracted  from  the  overall 
charges  to  the  patient,  is  income  that  accrues  to  the  hospital  as  profit. 
It  is  taken  from  those  individuals  who  require  large  amounts  of 
laboratory  service  and  is  assigned  to  other  areas  within  the  hospital. 
We  submit  that  it  is  unfair  to  those  patients  who  require  extensive 
use  of  laboratory  procedures  to  pay  in  excess  of  what  it  costs  to  sup- 
port some  other  portion  of  a  hospital  activity. 

Senator  Curtis.  I  recited  here  the  other  day  that  I  visited  a  hospital 
in  a  city  of  12,000  to  13,000  people,  a  new  hospital,  excellently  run.  I 
asked  what  their  charges  per  bed  in  various  categories  were,  and  it  was 
some  $13  or  $14  or  $15  less  than  charged  in  larger  cities. 

I  asked,  "How  are  you  able  to  do  it?"  I  asked  them  if  there  was 
.that  much  difference  in  their  labor  costs  and  what  not.  And  they  said, 
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no,  they  did  not  maintain  a  laboratory  and  the  pathologist  and  the 
radiologist  and  so  on  and  they  informed  me  that  it  \yas  the  practice  of 
hospitals  to  include  that  in  their  overall  budget  and  then  when  they 
figured  out  ^vhat  bed  costs  were  that  was  one  of  the  factors  that  went 
in  there ;  is  that  correct  ? 

Dr.  BuHLER.  Generally,  that  is  correct. 

Senator  Curtiss.  And  a  great  many  patients  do  not  use  a  path- 
ologist ;  is  that  correct  ? 

Dr.  BuiiLER.  That  is  right.  Well,  most  patients  who  are  admitted 
to  the  hospital  in  accordance  with  regulations  established  by  the  medi- 
cal sraff,  have  a  certain  amount  of  so-called  routine  laboratory  pro- 
cedures done.  So,  every  patient,  when  the  medical  staff  develops  and 
establishes  such  regulations,  does  have  some  professional  services  of 
the  pathologist  but  beyond  that  

Senator  Curtis.  It  is  minimum  in  lots  of  cases  ? 

Dr.  BuHLER.  Many  patients  do  not  have  the  services  of  a  patholo- 
gist, except  for  the  routine  procedures  ? 

Senator  Curtis.  Isn't  it  also  true  that  the  great  bulk  of  the  work  of 
a  pathologist  is  done  outside  of  the  hospital  ? 

Dr.  BuHLER.  I  wouldn't  say  the  great  bulk  of  the  pathologist's  work 
is  done  outside  the  hospital.  I  would  say  that  approximately  TO  per- 
cent of  all  laboratory  services  to  patients  are  provided  outside  the  hos- 
pital. Approxmiately  30  percent  of  laboratory  services  to  patients  are 
rendered  as  inser vices. 

Senator  Curtis.  Yes.  Among  that  TO  percent,  that  is  a  part  of 
diagnosis  and  detection  or  possible  prevention  before  they  ever  have  to 
go  to  a  hospital  ? 

Dr.  BuHLER.  That  is  correct.  Diagnosis,  detection  of  disease  and 
therapy. 

Senator  Curtis.  Do  you  think  keeping  the  specialists  in  the  category 
of  the  doctor  is  better  ? 

Dr.  BuHLER.  Yes,  sir :  I  do. 

Senator  Curtis.  Do  you  think  it  is  better  for  the  doctors  ? 
Dr.  BuHLER.  Yes,  sir. 

Senator  Curtis.  Do  you  believe  it  will  lower  the  hospital  costs  ? 
Dr.  Be'hler.  I  believe  it  will  lower  the  laboratory  costs.    I  can't 
say  

Senator  Curtis.  If  the  hospital  is  including  that  as  one  of  their  over- 
all costs  they  impose  on  other  beds,  it  would  lower  it,  wouldn't  it,  in 

those  cases  ? 

Dr.  BuHLER.  It  may  or  it  may  not.  It  depends  on  whether  or  not 
the  laboratory  excess  profits,  or  income  from  the  laboratory,  were  being 
applied  to  other  areas  in  the  hospital.  The  thing  that  it  would  ac- 
complish primarily  is  that  it  would  lower  the  costs  to  those  individuals 
who  require  laboratory  services.  It  would  not  permit  and  demand  that 
those  individuals  pay  for  other  areas  of  hospital. 

Senator  Curtis.  I  think  you  have  covered  the  point  also  about  its 
effect  upon  the  shortage. 

Dr.  BuHLER.  Yes,  sir. 

Senator  Curtis,  Because  as  doctors  look  forward  to  their  choice  of 
specialty  the  fact  that  they  would  be  entering  a  field  where  they  would 
be  employees  of  a  hospital  would  have  an  effect  upon  the  number  of 
people  coming  in,  wouldn't  it  ? 
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Dr.  BuHLER.  I  think  it  would  seriously  curtail  our  recruitment  pro- 
gram. 

Senator  Curtis.  How  long  have  you  been  practicing  medicine  ? 

Dr.  BuHLER.  I  graduated  in  1934,  sir. 

Senator  Curtis.  You  have  been  around  hospitals  ? 

Dr.  BuHLER.  Ever  since. 

Senator  Curtis.  Do  you  think  that  there  is  anything  impossible  or 
difficult  about  administering  the  House  bill  as  it  relates  to  these 
specialties  ? 

Dr.  BuHLER.  There  will  be,  of  course,  a  few  administrative  problems, 
but  we  believe.  Senator,  that  we  can  make  this  type  of  bill  work.  This 
is  one  reason  why  we  are  here  today,  to  endorse  this  section  as  written. 
We  want  you  to  Imow  that  we  will  make  every  attempt  to  make  this  a 
workable  piece  of  legislation. 

Senator  Curtis.  Well,  there  will  be  administrative  problems  if  they 
adopt  the  Douglas  araendment,  won't  there  ? 

Dr.  BuHLER.  There  would  be  more  serious  administrative  problems. 

Senator  Curtis.  I  think  so. 

Now,  I  live  in  a  rural  area,  and  they  have  built  a  lot  of  hospitals ; 
but  most  of  them  send  their  specimens  or  the  tissue  or  whatever  it  is, 
to  some  other  city  for  these  services,  and  probably  they  would  have  to 
change  some  of  their  methods  of  doing  business  and  billing  people,  if 
the  Douglas  amendment  was  adopted,  because  it  is  not  part  of  that 
hospital's  operation  at  all. 

Dr.  BuHLER.  As  it  exists  today,  with  the  present  wording  of  H.R. 
6675,  in  those  hospitals  where  the  greatest  majority  of  pathologists 
practice,  there  is  a  collection  of  the  fee.  In  some  instances,  the  hospital 
is  designated  as  the  collecting  agency ;  depending  upon  the  character 
of  the  contractual  arrangement,  after  the  fees  are  collected,  there  is  a 
certain  division  of  the  funds,  part  of  which  are  considered  as  profes- 
sional service  fees. 

Under  this  legislation,  the  division  v/ould  take  place  before  billing. 
It  would  be  before  rather  than  afterward.  This  is  the  only  adminis- 
trative problem  that  would  be  created.  To  place  it  back  in  part  A,  or 
the  hospital  portion  of  this  bill,  would,  in  m_y  opinion,  make  it  much 
more  difficult  to  administer. 

Senator  Curtis.  Do  you  think  we  should  write  a  bill  here  that  is  for 
the  convenience  of  bookkeeping  or  the  best  one  to  make  people  well  ? 

Dr.  BuHLER.  I  think  we  should  write  a  bill  to  take  care  of  sick: 
people. 

Senator  Curtis.  Thank  you. 
The  Chairman.  Thank  you  very  much.  Doctor. 
Senator  Ai^dersoj^.  Mr.  Chairman,  I  just  wanted  to  insert  into  the 
record  at  this  point  a  telegram  from  a  hospital  addressed  to  me  saying : 

I  have  received  a  telegram  from  the  President  of  the  New  Mexico  Medical 
Society  in  which  he  expresses  its  opposition  and  displeasure  to  the  American 
Hospital  Association  efforts  to  include  the  services  of  specialists  in  title  I  of  H.R. 
6675.  He  further  stated  that  the  society  deplored  the  action  of  some  New  Mexico 
hospital  administrators  in  indicating  to  you  their  support  of  this  amendment 
without  prior  consultation  with  their  medical  staff.  My  attitude  is  the  same  as 
that  expressed  in  my  letter  of  March  26,  which  is  that  it  would  be  preferable 
if  the  bill  would  authorize  the  continuation  of  present  arrangements  between  the 
hospitals  and  the  specialists.  If  this  is  not  possible  the  next  best  solution  would 
seem  to  be  to  make  the  cost  of  these  services  an  item  of  reimbursable  hospital 
cost  as  in  your  S.  1  in  our  hospital.    To  eliminate  these  costs,  would  reduce  th& 
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coverage  to  these  elderly  people  by  approximately  20  percent.  True,  it  would 
reduce  the  cost  of  the  program  but  is  this  what  Congress  and  the  people  want? 

C.  M.  Martin, 
Administrator,  San  Juan  Hospital,  Farmington,  N.Mex. 

I  would  like  to  put  that  in  the  record. 
The  Chairman.  Thank  you,  Doctor. 

The  next  witness  is  Dr.  Edwin  F.  Daily,  Group  Health  Association 
of  America. 

Dr.  Daily,  take  a  seat,  sir. 

STATEMENT  OE  DE.  EDWIN  E.  BAILY,  VICE  PEESIDENT  OF  THE 
HEALTH  INSUEANCE  PLAN  OF  GEEATEE  NEW  YOEK,  AND  MEM- 
BEE  OF  THE  BOAED  OF  DIEECTOES  OF  GEOTJP  HEALTH  ASSOCIA- 
TION OF  AMEEICA,  INC. ;  ACCOMPANIED  BY  BE.  W.  P.  DEAEING, 
EXECUTIVE  DIEECTOE  OF  GHAA 

Dr.  Daily.  Senator  Byrd,  I  am  Dr.  Edwin  F.  Daily,  medical  vice 
president  of  the  Health  Insurance  Plan  of  Greater  New  York  and 
member  of  the  board  of  directors  of  Group  Health  Association  of 
America,  Inc.,  and  its  executive  committee.  My  office  is  located  at 
HIP's  headquarters  at  625  Madison  Avenue,  New  York  City.  With 
me  to  assist  in  answering  questions  the  committee  may  have  is  Dr.  W. 
P.  Dearing,  executive  director  of  GHAA.  His  office  is  in  or  associa- 
tion headquarters  at  1321  14th  Street  NW.,  Yfashington,  D.C. 

In  behalf  of  Group  Health  Association  of  America,  its  member 
group  practice  plans,  and  specifically  my  own  organization,  the  Health 
Insurance  Plan  of  Greater  New  York,  I  appear  in  support  of  title  I 
of  H.E.  6675 :  "Health  Insurance  for  the  Aged  and  Medical  Assist- 
ance." The  board  of  directors  of  HIP  representing  outstanding  com- 
munity leaders  from  industry,  medicine,  labor,  and  government  have 
specifically  endorsed  this  bill. 

Group  Health  Association  of  America  is  a  nonprofit  organization 
dedicated  to  improving  the  availability,  efficiency,  and  quality  of  medi- 
cal care,  especially  through  the  creation,  improvement  and  expansion 
of  group  practice  prepayment  plans — commonly  referred  to  as  group 
health  plans.  These  plans  are  organizations  of  doctors  and  consumers 
which  provide  comprehensive  health  care  directly  to  enrolled  individ- 
uals through  group  medical  practice. 

Group  health  plans  actually  provide  medical  service  through  their 
associated  physicians  and  facilities  and  are  responsible  for  the  avail- 
ability and  quality  of  the  care  paid  for  by  periodic  member  charges. 
They  are  thus  to  be  distinguished  from  health  insurance  which  only 
pays  doctor  bills  after  ilhiess  occurs,  or  reimburses  subscribers  for  such 
payments. 

There  are  more  than  5,000  family  physicians  and  specialists  in  the 
United  States  who  provide  medical  care  under  such  plans  to  over  4 
million  men,  women,  and  children.  They  work  as  professional  teams, 
pooling  their  varied  skills  in  the  interests  of  the  patients.  They  dis- 
tribute the  group's  income  through  salary  partnership  or  other  pre- 
arranged plan,  but  no  physician  in  the  group  has  a  personal  financial 
interest  in  any  given  patient  or  treatment,  smce  he  is  not  paid  on  a 
fee-for-ser\T.ce  basis. 
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President  Kennedy,  in  his  health  message  to  the  Congress  on  Febru- 
ary 27,  1962,  said : 

Experience  in  many  communities  has  proven  the  value  of  group  medical  and 
dental  practice,  where  general  practitioners  and  medical  specialists  voluntarily 
join  to  pool  their  professional  skills,  to  use  common  facilities  and  personnel,  and 
to  offer  comprehensive  health  services  to  their  patients.  Group  practice  offers 
great  promise  of  improving  the  quality  of  medical  care,  of  achieving  significant 
economies  and  conveniences  to  physician  and  patient  alike,  and  of  facilitating  a 
wider  and  better  distribution  of  the  available  supply  of  scarce  personnel. 

Subsequent  health  messages  of  both  President  Kennedy  and  Presi- 
dent Johnson  have  reiterated  these  statements. 

Several  hundred  thousand  men  and  women  65  years  of  age  or  older 
are  now  receiving  their  medical  care  from  the  doctors  in  these  group 
practice  plans.  Our  association,  therefore,  has  a  direct  interest  in  the 
benefit  program  to  be  established  under  H.K.  6675. 

Group  Health  Association  of  America  has  a  long  record  of  support 
for  a  social  insurance  approach  to  financing  health  services  to  the 
elderly.  We  are  extremely  gratified  that  the  House  of  Representatives 
has  passed  H.R.  6675,  which  adds  a  vohmtary  supplementary  benefit 
of  specified  "physicians'  services"  and  "medical  and  other  health  serv- 
ices" to  the  basic  health  insurance  program  embodied  in  S.  1,  intro- 
duced by  the  distinguished  m^ember  of  your  committee,  Senator  Ander- 
son, with  5  other  of  his  colleagues  on  this  committee  and  39  other 
Senators.  It  was  my  privilege,  with  Dr.  Bearing,  to  appear  as  repre- 
sentatives of  GHAA  before  the  executive  conferences  of  the  House 
Committee  on  Ways  and  Means  in  support  of  H.R.  1,  the  House 
counterpart  of  S.  1. 

The  addition  of  the  supplementary  program  provided  under  part  B 
of  the  present  bill  substantially  expands  the  health  benefits  available 
to  the  elderly  under  social  insurance.  By  adding  physicians'  services 
in  home  or  office  as  well  as  hospital,  it  provides  better  balanced  bene- 
fits and  follows  the  course  long  pursued  by  group  practice  plans  of 
encouraging  the  provision  of  m.edical  care  outside  the  hospital  and 
minimizing  the  use  of  costly  hospital  facilities. 

We  believe,  however,  that  the  bill  can  and  should  be  further  im- 
proved in  certain  respects : 

1,  We  are  concerned  about  the  reduction  in  basic  social  insurance 
benefits  under  H.R.  6675,  which  removes  from  coverage  under  part  A 
the  services  provided  by  radiologists,  pathologists,  anesthesiologists,, 
and  physiatrists  to  hospitalized  patients,  and  incorporates  these  serv- 
ices in  the  supplementary  benefits  under  part  B,  with  its  additional 
premiums,  deductible,  and  coinsurance.  From  the  insured  persons 
standpoint,  this  means  that  he  would  be  denied  coverage  for  these  serv- 
ices essential  to  the  care  of  hospitalized  illness  unless  he  elected  the 
supplementary  coverage,  and  then  he  would  be  subject  to  the  $50 
deductible  and  thereafter  for  20  percent  of  specialists'  charges  for 
these  services. 

Removal  of  these  services  from  the  hospital  under  the  basic  program 
will  also  violate  the  express  provisions  of  section  1801  against  any 
supervision  or  control  over  the  administration  or  operation  of  any 
institution  (hospital)  providing  health  services.  Many  hospitals  all 
over  the  country  provide  these  services  under  a  variety  of  arranoe- 
ments — contract,  salary,  retainer,  et  cetera — with  the  several  special- 
ists.   H.R.  6675  would  require  all  these  arrangements  to  be  revised 
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and  would  entail  cumbersome  administrative  complications  as  well  a& 
interference  with  internal  management  of  hospitals. 

We  are  pleased  to  note  that  the  Secretary  of  Health,  Education,  and 
Welfare,  the  American  Hospital  Association,  and  the  AFL-CIO, 
among  the  witnesses  before  this  committee,  have  recommended  reversal 
of  this  action.  Our  association  joins  in  this  recommendation,  which 
we  believe  would  be  accomplished  by  adoption  of  the  amendment 
introduced  by  Senator  Douglas. 

2.  A  second  major  concern  with  H.R.  6675  is  to  make  sure  that  the 
legislation  and  the  administration  of  the  benefits  programs  clearly 
allow  for  the  continued  operation  of  prepaid  group  practice  plans  and 
contain  no  inhibiting  or  hampering  provisions.  Many  of  the  people 
who  will  be  eligible  for  benefits  mider  this  bill  have  elected  to  receive 
their  medical  care  from  the  group  practice  plans.  The  bill  wisely 
provides  that  the  Government  not  interfere  with  doctor-patient  rela- 
tionships. 

Group  practice  plans  wish  to  provide  the  benefits  under  this  bill  for 
those  eligible  persons  who  have  elected  or  will  in  the  future  elect  to 
receive  their  medical  care  from  them.  We  believe  moreover  that  it  is 
in  the  interest  of  good  public  policy,  and  consistent  with  the  recom- 
mendations of  Presidential  health  messages  to  the  Congress  cited 
above,  that  the  services  which  group  practice  plans  provide  to  the 
elderly  under  H.R.  6675  be  under  arrangements  which  will  preserve 
and  strengthen  the  special  features  of  these  plans  which  contribute 
to  the  quality,  efficiency,  and  economy  of  medical  care. 

Among  the  relevant  special  features  are : 

Payment  for  care  on  other  than  piecework,  fee-for-service  basis ; 

Elimination  of  physician's  personal  financial  interest  in  any  indi- 
vidual patient  or  procedure ; 

Integration  and  continuity  of  care — by  balanced,  organized  medical 
staff  of  family  physicians  and  specialists ;  in  home,  clinic,  and  hospital. 

Inasmuch  as  group  practice  plan  physicians  are  not  compensated 
on  a  fee-for-service  basis,  the  bill  should  provide  for  payments  to  a 
group  practice  plan  for  each  of  its  aged  enrollees  by  a  periodic,  uniform 
and  equal  contribution  for  all  eligible  enrollees  on  the  basis  of  the 
"reasonable  cost"  of  benefits  specified  in  the  bill.  This  would  preserve 
the  method  of  operation  which  group  practice  plans  have  developed 
to  insure  quality  and  efficiency  of  service  and  will  avoid  the  costly  and 
inefficient  billing  problems  of  fee  for  service. 

3.  We  are  also  concerned  because  the  bill  mider  section  1862  (a)  (7) 
excludes  payment  for  "routine  phj^sical  checkups,  eyeglasses  or  eye 
examinations  for  the  purpose  of  prescribing,  fitting,  or  changing  eye- 
glasses, hearing  aids,  or  examinations  therefor,  or  immunizations.'' 

As  an  administrator  of  medical  care  for  30  years,  I  know  these  ex- 
clusions are  not  in  the  best  interests  of  the  people  to  be  served.  For 
example,  the  following  services  are  excluded : 

You,  as  an  eligible  person  under  tliis  bill,  visit  your  physician  for  a 
routine  checkup.  You  are  fearful  of  cancer  that  killed  several  relatives 
and  friends,  and  you  want  to  detect  it  early  if  you  should  ever  have 
cancer.  You  do  exactly  what  you  should  do — but  whatever  the  cost 
for  this  examination  may  be,  you  must  pay  for  it  as  it  is  not  covered 
under  the  bill. 

You  have  read  that  glaucoma  blinds  5,000  persons  a  year  in  the 
United  States,  that  there  may  be  no  symptoms  until  the  eye  is  damaged 
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and  that  on  a  routine  checkup,  it  can  be  easily  detected  early  by  a 
simple  test.  Well,  routine  checkups  aren't  covered  under  this  bill— 
you  must  pay  for  the  test. 

The  National  Cancer  Institute  has  contracted  with  HIP,  a  prepaid 
group  practice  plan  serving  700,000  enroUees,  to  study  the  early  de- 
tection of  breast  cancer  by  routine  X-rays  of  the  breast.  There  are 
40,000  women  involved  in  this  important  study  costing  the  Govern- 
ment $400,000  a  year.  Even  if  we  find  that  this  new  diagnostic  tool 
does  result  in  a  lower  mortality  rate  from  breast  cancer,  such  tests 
won't  be  paid  for  under  this  bill. 

The  ability  to  read  and  to  hear  are  about  the  most  precious  assets 
of  older  people.  Enormous  numbers  of  older  people  put  off  and  put 
off  that  vision  or  hearing  examination  because  they  can't  afford  it. 
In  our  experience  with  13,000  older  people  on  welfare,  we  find  that  they 
require  more  office  services  from  eye  physicians  than  all  other  medical 
specialists  combined.  Surely  eye  refraction  and  hearing  tests  should 
be  covered  by  the  bill,  with  appropriate  safeguards  to  prevent  abuse. 

Immunizations  are  also  excluded.  When  Asian  flu  threatened  our 
country  a  few  years  ago,  the  Surgeon  General  of  the  U.S.  Public  Health 
Service  urged  inmiunization  of  all  older  people  since  they  would  be 
particularly  vulnerable  to  this  disease. 

HIP  and  other  group  practice  plans  promptly  followed  the  Surgeon 
General's  advice  and  immunized  thousands  of  our  older  subscribers 
with  the  Asian  flue  vaccine.  There  will  be  other  occasions  when  vac- 
cines now  available  and  vaccines  yet  to  be  discovered  will  be  indicated 
and  urged  for  our  older  people.  These  preventive  services  should  be 
covered. 

In  conclusion,  we  wish  particularly  to  commend  two  important  sec- 
tions of  the  bill  which  have  received  scant  attention  in  these  hearings : 

(a)  The  National  Medical  Review  Committee,  under  section  1868. 
This  Committee,  if  composed  of  courageous  and  informed  leaders  in 
the  medical  care  field,  can  be  of  immeasurable  help  to  the  Government 
in  assuring  high  standards  of  medical  and  hospital  care. 

( h )  Under  section  1875,  the  Secretary  is  mandated — 

to  carry  out  studies  concerning  methods  for  encouraging  the  further  develop- 
ment of  efficient  and  economical  forms  of  health  care  which  are  a  constructive  al- 
ternative to  inpatient  hospital  care. 

HIP  has  accurate  statistics  of  laboratry  and  X-ray  studies  of  our 
patients  by  age  and  place  of  service  for  the  past  18  years  and  we  will 
t)e  glad  to  make  this  data  available  to  the  committee  as  well  as  the 
experience  of  our  entire  staff. 

The  Group  Health  Association  of  America  will  be  pleased  to  partici- 
pate with  the  Secretary  in  the  studies  authorized,  for  we  are  confident 
they  will  lead  to  great  economies,  while  at  the  same  time  improving 
the  quality  of  service  provided. 

I  thank  you  for  the  privilege  of  appearing  before  the  committee. 

Senator  Anderson.  Thank  you,  Dr.  Daily. 

Two  or  three  times  in  this  hearing  I  have  had  occasion  to  refer  to 
HIP  and  I  want  to  commend  you  now  for  the  fine  work  you  have  done 
in  that  general  field. 

You  state  4  million  men,  women,  and  children  are  covered  by  group 
health  plans.  Do  you  have  an  estimate  of  how  many  of  these  are  65 
and  over  ? 
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Dr.  Daily.  250,000-300,000  would  be,  I  think,  pretty  close. 

Senator  Anderson.  We  have  heard  it  said  by  some  witnesses  that  if 
Congress  passes  the  health  insurance  for  the  aged,  hospitals  and 
doctors  offices  will  become  jammed. 

HIP  and  other  group  plan  have  no  deterrents  such  as  deductible 
and  coinsurance  ?    Do  you  find  the  aged  overuse  the  plan  ? 

Dr.  Daily.  We  find  just  the  opposite.  Our  experience  has  been  that 
even  when  large  numbers  of  people,  and  we  are  taking  care  of  700,000 
men,  women,  and  children  now,  they  can  have  all  the  medical  care 
they  want,  there  is  no  cash  payment,  everything  is  paid  for  by  the 
premium,  there  is  no  deterrent  to  it,  we  plead  with  these  people  to 
come  see  their  doctor  for  routine  checkups  at  the  least  signs  of  any 
illness,  the  problem  is  to  get  people  to  come  to  doctors.  We  have 
also  had  and  all  of  the  other  plans  have  had  what  we  consider  under- 
utilization. 

Senator  Anderson.  Therefore,  I  am  only  trying  to  qualify  you  as  an 
expert  because  you  certainly  have  done  some  work  in  this  field,  if  there 
was  a  $40  deductible  in  one  field  and  some  deductibles  in  others  you 
would  not  expect  that  the  hospitals  would  be  jammed  by  these  people 
seeking  to  go  in  for  examinations. 

Dr.  Daily.  All  I  know  is  that  the  average  person  doesn't  want  to 
go  see  a  doctor.  Many  people  fear  going  to  doctors,  and  they  do  not 
use  the  medical  services  that  are  freely  available  to  them  nearly  as 
well  as  they  should. 

Senator  Anderson.  You  mention  this  concern  that  the  House  bill 
does  not  provide  for  routine  checkups  or  eye  examination. 

Do  you  believe  there  should  be  more  emphasis  on  preventive 
medicine  ? 

Dr.  Daily.  I  am  sure  of  this.  Senator.  This  I  really  think  is 
tragic,  because  we  do  have  knowledge,  sir,  of  early  detection  of  cancer 
and  glaucoma  and  many  other  illnesses  and  how  much  better  it  is  to 
find  these  things  early,  and  be  able  to  do  something  about  it. 

If  people  wait  and  wait  and  wait  to  go  in  until  there  are  symptoms 
and  they  are  really  suffering  it  is  often  too  late  to  do  anything. 

Senator  Anderson.  I  am  happy  to  have  you  say  that  because  there 
has  been  very  little  emphasis  on  that  thus  far,  and  those  of  us  who 
have  been  carefully  watched  by  physicians  over  a  long  period  of  years 
know  the  value  in  being  very  early  for  your  examinations  and  regular 
in  going  to  your  doctor. 

The  part  B,  the  supplementary  insurance  program,  provides  a 
premium  that  will  run  $6  a  month. 

Do  you  think  that  is  a  realistic  program  ?  How  does  that  compare 
with  your  charges  ? 

Dr.  Daily.  Well,  we  have  been  studying  this.  We  haven't  had 
time  to  do  all  of  the  detailed  study  we  wished,  but  for  the  benefits 
provided  under  the  supplementary  program  here,  I  believe  it  can  be 
done  for  the  amount  that  you  have  established  there  for  the  $72  a 
year  per  person.    I  believe  it  can  be  done. 

Senator  Anderson.  Doctor,  would  you  do  this:  I  realize  there  has 
to  be  a  voluntary  contribution,  would  you  survey  your  records  again 
a  little  bit  and  see  if  there  is  any  reason  to  change  that  testimony  ? 
The  reason  I  say  that  is  that  there  has  been  very  little  testimony  given 
before  this  committee  on  the  adequacy  of  the  part  B,  $6  a  month,  $3 
from  the  individual  and  $3  from  the  Government. 
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Some  years  ago,  when  we  first  were  discussing  health  care  for  the 
aged  through  social  security,  I  submitted  to  a  well-known,  very  large 
insurance  company  the  provisions  that  were  in  that  bill  and  said,  "If 
we  are  to  provide  complete  coverage  how  much  more  would  you  have 
to  charge  for  an  insurance  policy  to  cover  it?" 

Of  course,  they  had  to  take  into  consideration  many  possibilities, 
wdiether  they  would  be  allowed  to  meet  with  other  companies  and 
try  to  fix  the  rate  without  antitrust  considerations  they  would  have 
to  take  into  consideration  what  other  companies  were  doing  and  so 
forth  but  they  came  forth  with  some  very  interesting  figures  which 
I  wouldn't  attempt  to  hold  them  to  now,  but  they  did  indicate  on  the 
basis  of  what  they  submitted  that  this  $T2-a-year  fee  would  be  maybt, 
a  little  excessive  but  certainly  not  too  small,  and  I  would  appreciate 
it  personally  very  much  if  you  would  take  one  more  look  and  give 
us  another  answer,  if  you  feel  that  is  necessary. 

I  feel  anybody  who  is  insuring  700,000  people  has  some  concept  of 
what  the  problem  is.    I  would  be  happy  to  have  your  expert  advice. 

Dr.  Daily.  I  would  be  glad  to  give  you  a  memo  on  this,  Senator. 

(The  information  subsequently  furnished  follows:) 

Health  Insurance  Plan  of  Greater  New  York, 

New  York,  N.Y.,  May  18, 1965. 

Senator  Clinton  P.  Anderson, 
Finance  Committee  of  the  U.S.  Senate, 
Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Anderson  :  You  asked  me,  at  the  Senate  Finance  Committee 
hearing  on  May  13,  to  provide  you  with  information  on  the  basis  of  HIP's 
experience  as  to  the  reasonable  cost  of  providing  the  benefits  of  part  B  under 
H.R.  6675,  hereafter  referred  to  as  the  bilL 

A  review  of  our  available  data  on  those  benefits  in  the  bill  now  provided  by 
HIP  and  a  conservative  estimate  of  the  cost  of  the  benefits  which  HIP  does  not 
currently  provide  confirm  my  statement  at  the  hearing  that  $72  a  year  would 
cover  the  reasonable  cost.  The  following  provides  a  breakdown  of  our  estimates  : 

Elstimated  cost  of  currently  providing  those  benefits  specified  in  the  bill  for 
HIP  enrollees  of  all  age  groups  is  $44  per  person  per  year.  Available  data 
indicate  that  the  cost  of  providing  these  benefits  for  persons  age  65  and  over  is 
approximately  2yo  times  that  of  the  cost  for  our  average  population,  or  $110 
per  person  per  year.  In  addition,  the  bill  specifies  services  not  currently  provided 
by  HIP ;  such  as,  psychiatric  care,  home  health  services,  and  certain  prosthetic 
appliances. 

The  cost  for  these  new  benefits  is  estimated  at  $15  per  person  age  65 

or  over  per  year  or  a  total  annual  gross  cost  of  $125.  00 

Less  estimated  average  income  per  person  per  year  from  a  $50  deductible.     36.  00 


Remaining  cost  per  person  per  year   89.  00 

Less  20  percent  of  cost  not  paid  by  trust  fund   17.  80 


Net  cost  per  person  per  year  to  trust  fund   71.  20 

The  preceding  estimate  can  be  influenced  by  the  characteristics  of  the  aged 
people  who  might  select  our  program.  For  example,  if  the  group  that  selected 
HIP  was  predominantly  ill,  then  the  costs  might  be  higher.  If  an  unusually 
healthy  group  of  people  over  age  65  selects  HIP,  it  is  possible  that  the  costs 
will  be  lower. 

Sincerely  yours, 

Edwin  F.  Daily,  M.D. 

Senator  Anderson.  Thank  you. 

Again  I  say  I  appreciate  very  much  the  information  previoasly 
supplied  on  other  occasions  by  HIP. 
Senator  Curtis? 
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Senator  Curtis.  No  questions. 

Senator  Anderson  (presiding) .  Thank  you  veiy  much,  Dr.  Daily. 
The  next  witness  is  Mr.  Diamond. 

STATEMENT  OP  BERNAEB  I.  DIAMOND,  DIEECTOE,  LEGISLATIVE 
COUNCIL,  AMEEICAN  ASSOCIATION  OF  EIO ANALYSTS;  ACCOM- 
PANIED BY  EALPH  Y.  MANCINI,  COUNSEL 

Mr.  Diamond.  Mr.  Chairman,  and  chairman  of  this  committee,  we 
appreciate  and  thank  you  for  this  opportunity. 

My  name  is  Bernard  Diamond.  I  am  a  bioanalyst,  director  of  the 
Diamond  Laboratories,  a  bioanalytical  laboratory  in  Philadelphia,  Pa. 
I  am  director  of  the  Legislative  Council  of  the  American  Association 
of  Bioanalysts,  which  is  affiliated  with  the  American  Institute  of  Bio- 
logical Sciences  and  the  American  Association  for  the  Advancement 
of  Science.  I  appear  before  you  with  counsel,  Ralph  V.  Mancini,  Esq., 
of  Elizabeth,  N.J.,  at  the  request  of  and  representing  the  national 
association  and  the  13  associations  listed  on  page  3  of  the  printed 
statement  : 

The  American  Association  of  Bioanalysts. 

The  New  York  State  Association  of  Clinical  Laboratories. 

Tlie  New  York  State  Society  of  Bioanalysts. 

The  New  Jersey  x\ssociation  of  Clinical  Laboratory  Directors, 

The  Pennsylvania  Association  of  Clinical  Laboratories. 

The  California  Association  of  Clinical  Laboratories. 

The  Rhode  Island  Association  of  Clinical  Laboratories. 

The  Massachusetts  Association  of  Clinical  Laboratories, 

The  Illinois  Association  of  Clinical  Laboratories. 

The  Ohio  Association  of  Bioanalysts. 

The  Michigan  Association  of  Bioanalysts. 

The  Connecticut  Association  of  Clinical  Laboratories. 

The  Texas  Association  of  Clinical  Laboratories. 

The  Florida  Association  of  Medical  Laboratories. 

We  support  the  basic  purpose  and  principles  of  the  new  hospital  in- 
surance and  health  care  programs  for  the  aged  and  the  expansion  of 
existing  programs  under  the  proposed  Social  Security  Amendments 
of  1965,  which  is  H.R.  6675,  now  before  you  for  consideration. 

As  presently  written  in  section  1861  (p)  the  bill  limits  payment  for 
outpatient  bioanalytical  laboratory  services  to  those  furnished  by  and 
through  hospitals  accredited  by  the  Joint  Commission  on  Accredita- 
tion of  Hospitals.  Consequently,  the  vital  services  offered  by  the 
many  nonhospital,  independent  bioanalytical  laboratories  throughout 
the  country,  serving  over  50,000  physicians  and  their  20  million  pa- 
tients per  year,  are  peremptorily  and  arbitrarily  excluded  from  the 
integrated  team  of  available  and  qualified  facilities  on  which  total 
health  care  is  predicated. 

There  is  precedent  in  many  States  for  the  payment  of  fees  to  inde- 
pendent outpatient  laboratory  facilities  by  Blue  Cross,  Blue  Shield, 
State  departments  of  health.  State  departments  of  welfare,  Federal 
agencies,  such  as  the  Veterans'  Administration  (Armed  Forces  medi- 
care program) ,  and  other  insuring  agencies. 

In  this  respect,  therefore,  the  bill  is  clearly  inconsistent.  The  many 
independent  laboratories  in  the  United  States  are  directed  by  clinical 
chemists,  microbiologists,  and  others  specially  educated  and  trained 
to  perform,  analyses  of  materials  from  biological  sources,  primarily 
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human,  for  the  licensed  practitioners  of  the  healing  arts,  to  facilitate 


Keadily  available  statistics  indicate  that  there  are  not  enough  physi- 
cians specializing  in  laboratory  work  to  fill  present  diagnostic  test  de- 
mands by  the  medical  practitioner.  Consequently,  without  the  aid  of 
presently  existing  independent  laboratories,  both  M.D.  and  non-M.D. 
directed,  the  workload  must  of  necessity  make  effective  performance 
and  supervision  increasingly  difficult.  The  public  should  be  served 
by  every  qualified  facility  available  in  the  community.  This  involves 
not  only  the  care  of  the  hospitalized  patient  by  the  ph;^sician,  nurse, 
and  hospital  staff,  but  also  the  care  of  the  at-home  patient  by  what- 
ever means  the  physician  chooses  as  the  most  effective. 

The  proposed  bill  should  be  effective  in  operation,  as  well  as  sound 
in  concept.  It  will  be  neither  if  availa^ble  and  qualified  services  and 
facilities,  which  are  now  satisfactorily  serving  the  public  under  State- 
imposed  safeguards,  are  to  be  excluded.  We  agree  with  a  principal 
aim  of  the  proposed  bill — ^to  provide  the  aged  with  insurance  protection 
against  hospital  costs,  and  in  addition,  to  cover  certain  health  services 
which,  where  medically  feasible,  are  a  less  expensive  and  more  reason- 
able and  practical  alternative  to  inpatient  hospital  care.  But  the  ex- 
clusion of  the  services  of  the  many  independent  bioanalytical  labora- 
tories is  neither  just,  reasonable,  practical,  nor  necessary.  The  inde- 
pendent laboratory  at  the  present  time  is  already  rendering  essential 
services  to  both  the  physician  and  his  patient,  under  the  physician's 
direction. 

Why  does  the  nonhospital,  mdependent  laboratory  exist?  Because 
in  many  cases  it  is  the  only  qualified  agency  convenientl;y  available  to 
the  public.  Because  the  independent  laboratory  director  is  most  atten- 
tive to  the  needs  and  demands  of  both  physician  and  patient,  and 
better  prepared  to  meet  emergencies  and  special,  individual  circum- 
stances, such  as  those  requiring  house  calls  for  testing. 

Because  the  hospital  laboratories  alone  cannot  handle  the  ever- 
increasing  volume  of  testing  demanded  by  the  physicians.  Because 
there  develops  between  director  and  physician  a  personal  and  most 
cordial  relationship  of  mutual  trust  and  confidence.  Because  the  very 
economic  life  and  continued  existence  of  the  independent  laboratory 
depends  entirely  upon  the  extent  to  which  it  and  its  director  continue 
to  earn  the  confidence  of  the  referring  physician. 
^  Here,  in  the  exercise  of  the  free  choice  and  judgment  of  the  physi- 
cian, lies  the  greatest  assurance  of  high  quality  and  safe  testing  upon 
which  to  predicate  effective  patient  treatment. 

The  proposed  bill  arbitrarily  deprives  both  physician  and  patient 
of  the  right  of  free  choice  of  qualified,  competent  laboratory  facilities, 
despite  the  provision  of  section  1802,  entitled  "Free  Choice  by  Patient 
Guaranteed."  The  independent  laboratory  does  not  receive  or  request 
public  funds  and  grants  for  equipment  and  facilities.  They  are  tax- 
paying  organizations,  and  therefore  carry  their  fair  share  of  the  bur- 
den of  government.  Nevertheless,  their  fees  and  charges  remain  com- 
parable with  and  frequently  even  lower  than  those  charged  by  the 
hospital  laboratory,  which,  although  the  hospital  itself  is  tax  exempt, 
like  the  independent  laboratory  is  a  profitmaking  enterprise. 

In  any  case,  the  bill  would  require  official  approval  of  fee  schedules 
for  all  laboratories  covered  by  it. 
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The  proposed  hospital  insurance  program  is  based  upon  the  con- 
ception of  "institutional"  responsibility  for  the  provision  of  services 
and  the  assurance  of  appropriate  standards.  The  requirement  of  hos- 
pital responsibility  is  aimed  at  assuring  payment  only  for  "medically 
necessary"  services  and  that  the  services  actually  rendered  are  subject 
to  responsible  supervision  and  control. 

Gentlemen,  whether  a  hospital  or  independent  laboratorj^,  only  the 
physician  can  determine  the  "medical  necessity"  for  diagnostic  services. 
Only  the  physician  directs  when  and  what  kind  of  laboratory  tests 
shall  be  performed.  Only  the  physician  interprets  the  laboratory 
report  and  is  guided  thereby  in  his  diagnosis  and  treatment. 

The  referring  physician  must  himself  determine  whether  such  serv- 
ices are  subject  to  responsible  supervision  and  control  rendering  them 
reliable  aids  in  his  treatment  of  his  patients.  We  do  not  disapprove 
the  concept  of  "institutional"  responsibility.  Rather  do  we  seek  to 
broaden  that  concept  to  make  it  practical  and  realistic.  Nowhere  in 
the  bill  does  it  appear  that  the  competence  and  qualifications  of  the 
physicians  of  the  ISTation  are  cast  into  question  or  dispute.  Accepting, 
then,  the  qualifications  of  our  physicians  licensed  under  State  lavr,  and 
accepting,  too,  the  fact  that  a  patient  must  be  referred  to  a  laboratory 
for  diagnostic  ser^dces  by  such  a  licensed  physician,  we  respectfully 
urge  that  the  physician  is  in  fuial  fact  the  most  realistically  effective 
"institution"  to  assume  responsibility  for  the  work  of  the  laboratory 
to  which  he  has  referred  his  patient.  The  physician  has  been  effec- 
tively assuming  that  responsibility. 

Wiiy,  then,  must  we  now  preclude  him  in  these  new  programs  and 
create  a  substitute  "institution"  to  impose  its  judgment  with  respect 
to  laboratories  upon  him  and  his  patients  ? 

Who  in  the  hospital  is  actually  to  assume  and  implement  its  in- 
stitutional responsibility — the  nurse,  the  lay  director,  the  intern? 
Why  is  the  individual  physician,  adjudged  competent  for  all  other 
purposes  pertaining  to  his  profession,  in  this  respect  only  adjudged 
incompetent  or  unreliable?  The  inescapable  fact  is  that  only  the 
physician  can,  in  practice,  assume  that  responsibility  to  this  patient. 
We  submit  that  he  can  and  does  discharge  that  responsibility  to  all 
his  patients,  whether  in  hospital  or  out,  and  whether  as  a  hospital 
staff'  member  or  individual  practitioner.  His  integrity  and  judg- 
ment are,  in  either  case,  the  protection  upon  which  his  patient  must 
rely.  To  substitute  the  impersonal  entity  known  as  a  hospital  for 
the  individual  phj^sician  as  the  institution  upon  whose  responsibility 
laboratory  testing  fees  will  be  recognized  for  payment  under  the 
proposed  bill  is  arbitrarily  to  deprive  the  medical  profession  and  the 
public  of  an  essential  member  of  the  integrated  health  team. 

In  conclusion,  we  therefore  recommend  and  request  your  consid- 
eration of  an  amendment  of  the  proposed  bill,  section  1961  (p)  to 
provide  for  direct  payment  for  ser^dces  rendered  by  any  bioanalytical 
laboratory  licensed,  certified,  or  otherwise  recognized  or  approved  by 
appropriate  State  action. 

Thank  you  very  much. 

Senator  Axderson.  Thank  you,  Mr.  Diamond. 

I  would  like  to  say  that  I  appreciate  very  much  the  way  in  which 
this  testimony  is  put  together. 
Mr.  Diamond.  Thank  you,  sir. 
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Senator  Anderson.  It  is  legible,  easy  to  read  and  pleasant  to  read, 
and  I  appreciate  it  very  much. 
Mr.  I)iAM0ND.  Thank  you. 
Senator  Anderson.  Senator  Douglas  ? 

Senator  Douglas.  At  the  conclusion  of  the  questioning  of  the  wit- 
ness, I  would  like  to  make  a  statement  for  the  record  but  I  think 
probably  it  would  be  well  if  I  did  not  question  the  witness. 

Senator  Curtis.  No  questions. 

Senator  Anderson.  No  questions. 

Senator  Douglas  ? 

Senator  Douglas.  Mr.  Chairman,  I  have  noticed  in  recent  testi- 
mony and  press  reports  a  growing  amount  of  inaccurate  comment  on 
the  amendment  relating  to  the  hospital  services  of  medical  specialists 
which  I  introduced  for  myself  and  a  number  of  Senators. 

First,  these  attacks  on  the  amendment  allege  that  it  would  remove 
coverage  of  the  services  of  medical  services  from  the  voluntar}^  plan, 
part  B,  and  force  coverage  of  these  charges  solely  under  the  basic 
hospitalization  plan,  part  A.    This  is  certainly  a  misunderstanding. 

The  fact  is  that  the  amendment  would  permit  coverage  of  these 
medical  specialist  services  under  the  basic  plan,  part  A,  if  the  hospital 
bills  for  the  services  and  if,  for  example,  the  specialists  are  paid  a 
salary  by  the  hospital  or  receive  a  percentage  of  the  income  of  that 
department. 

But  if  the  existing  or  future  arrangement  is  that  the  specialist  ren- 
ders an  individual  bill  to  the  patient,  then  the  charge  may  be  covered 
under  the  voluntary  plan.  Under  the  voluntary  plan,  of  course, 
coverage  is  conditioned  by  the  $50  deductible  in  the  calendar  year 
and  the  20-percent  coinsurance  feature. 

Second,  a  charge  is  being  made  that  the  amendment  would  interfere 
in  a  matter  between  the  doctors  and  the  hospitals,  and  that  it  would 
force  doctors  into  a  salaried  position  under  the  direction  of  hospital 
administrators.  The  contrary  is  true.  The  amendment  would  simply 
permit  coverage  under  either  the  basic  plan  or  the  voluntary  plan 
depending  upon  the  existing  or  the  future  arrangements  which  the 
doctors  work  out  with  the  hospitals. 

Since  there  would  be  coverage  of  their  services  under  either  the  basic 
plan  or  the  voluntary  plan,  the  law  proposed  by  H.R.  6675  would  not 
interfere  with  the  volmitary  arrangements  worked  out  by  the  hospitals 
and  the  doctors.  I  think  that  should  be  the  amendment  proposed  to 
H.R.  6675. 

In  fact  the  opponents  of  the  amendment  are  the  ones  actually  asking 
the  Federal  Government  to  interfere  in  these  arrangements.  They 
insist  on  the  less  complete  coverage  restricted  to  the  voluntary  plan 
which  would  directly  interfere  in  any  present  arrangements  where 
the  hospital  bills  the  services  of  the  specialists. 

The  opponents  want  to  use  the  law  to  force  the  hospitals  into  chang- 
ing their  arrangements  with  the  specialists. 

Third,  the  opponents,  I  think,  reflect  improperly  on  the  American 
Hospital  Association  and  American  hospitals,  in  general.  In  their 
press  statements  they  somehow  charge  that  the  support  of  these  bodies 
for  the  amendments  is  greedy  and  profit  motivated.  I  will  only  say 
that  the  facts  show  that  about  90  percent  of  the  hospitals  are  nonprofit 
organizations.  Only  about  10  percent  are  profit  hospitals.  And  I 
don't  think  they  can  be  charged  with  being  greedy. 
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I  doubt  that  90  percent  of  the  members  of  AMA  are  nonprofit 
professionals. 

In  summaiy,  the  amendment  would  permit  reimbursement  under 
the  basic  hospital  plan  for  the  hospital  services  of  radiologists, 
pathologists,  anesthetists,  and  physiatrists  only  where  the  specialist 
receives  payments  for  his  services  from  the  hospital  rather  than  ren- 
dering his  own  separate  bill  to  the  patient.  Nothing  in  the  amendment 
interferes  with  the  coverage  of  his  services  under  the  voluntary  plan 
if  he  renders  individual  bills  nor  does  the  amendment  take  one  side 
or  the  other  in  what  the  arrangement  is  to  be  between  the  hospital  and 
the  specialist. 

I  hope  this  clears  this  matter  up.  If  there  is  any  confusion  in  lan- 
guage, w^e  will  be  very  glad  to  meet  with  representatives  of  these  spe- 
cialties. I  want  to  make  it  clear  this  does  not  mandate  that  the  four 
specialists  must  come  under  plan  A,  but  it  does  permit  the  doctors  and 
hospitals  to  agree  instead  of  compelling  them  to  be  under  plan  B. 

Senator  Anderson.  I  appreciate  that  fact  that  you  made  that  state- 
ment, Senator  Douglas.  I  tried  to  point  out  this  morning  to  one 
witness  his  own  testimony  said  that  26  percent  were  now  receiving 
salaries  and  were  acting  in  that  capacity.  All  the  Douglas  amendment 
says  as  I  understand  it  is  whatever  the  arrangement  is  now  it  shall  be 
allowed  to  continue  if  the  hospital  wants  it  that  way. 

That  is  what  the  people  in  my  State  have  objected  to,  I  think  they- 
object  to  others,  a  provision  wdiich  wipes  out  that  right. 

Paul  D.  Hill? 

Senator  Douglas.  Excuse  me. 

I  want  to  be  sure  you  know  that,  to  clarify  this  point,  we  introduced 
a  second  amendment,  156  to  replace  79.  The  purpose  of  156  was  to 
make  it  even  clearer  what  the  intent  is,  and  I  wish  our  friends  would 
address  themselves  to  156  and  see  if  this  meaning  is  now  clear. 

Certainly  the  intent  is  as  I  have  just  described  it. 

Senator  Anderson.  I  think  those  jDeople  who  testified  this  morning 
on  this  should  have  an  opportunity,  perhaps  before  they  leave,  to  see 
the  testimony  which  has  been  given  and  see  if  they  have  any  comments, 
to  make  in  view  of  what  Senator  Douglas  has  said,  because  I  fail  to  see 
how  it  disturbs  what  they  were  talking  about,  freedom  of  choice  and 
things  of  that  nature. 

Mr.  Neibel.  Mr.  Chairman,  do  I  understand  the  College  of  Ameri- 
can Pathologists  then  will  be  afforded  an  opportunity  to  comment  for 
the  record  on  Senator  Douglas'  statement  ? 

Senator  Anderson.  Yes,  sir ;  Mr.  Neibel,  they  will  be  allowed. 

Mr.  Neibel.  Thank  you  very  much,  Mr.  Chairman. 

Senator  Anderson.  I  think,  Dr.  Buhler,  it  will  be  very  important 
that  you  do  it  because  the  wrong  impression  is  sort  of  left  somewhere 
we  are  not  reading  the  same  book. 

Senator  Douglas.  I  wish  they  would  look  then  at  amendment  156 
rather  than  79. 

^  Senator  Anderson.  Let  me  just  say  when  we  start  to  work  on  this 
bill  in  the  committee,  I  am  sure  the  able  Senator  from  Virginia,  Sen- 
ator Byrd,  will  want  to  consider  all  these  proposals  that  have  been 
made,  will  want  to  consider  all  objections  that  all  these  people  have 
raised,  and  if  you  have  raised  an  objection  to  one  amendment,  and  a 
new  one  has  been  prepared  to  clarify  the  situation,  it  will  be  very- 
helpful  to  him  and  other  members  of  the  committee. 
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Therefore,  I  hope  you  will  have  an  opportunity  to  look  at  what  Sen- 
ator Douglas  has  just  now  said  and  what  he  has  thus  far  introduced 
and  see  if  it  does  not  resolve  the  situation  to  some  degree.  There  are 
those  who  would  like  to  have  us  pass  legislation  which  would  throw  all 
these  people  under  hospital  care.  Others  want  to  take  them  all  out  of 
hospital  care.  It  is  pretty  hard  to  say  why  the  ones  who  are  now  there 
on  the  hospital  payroll  should  not  be  allowed  to  stay. 

If  it  is  your  desire  to  take  them  off  that  salary  list,  then  you  ought 
to  say  so,  it  seems  to  me,  frankly  that  is  what  your  purpose  is. 

If  it  is  possible  to  work  out  in  a  satisfactory  fashion  that  problem, 
we  would  all  be  better  pleased.  So  if  you  will  consider  the  statement, 
fine. 

Mr.  Neibel.  We  will  be  pleased  to  submit  a  supplementary  state- 
ment.   Thank  you. 

(The  document  referred  to  follows :) 

(The  following  statements  were  subsequently  submitted  for  the 
record  regarding  the  above  relating  to  Senator  Douglas'  amendment 
156:) 

College  of  American  Pathologists, 

CUcago,  III.,  May  18,  1965. 

Senator  Harey  F.  Byrd, 
Chairman,  Committee  on  Finance, 
U.S.  Senate,  Washin0on,  D.C. 

Dear  Senator  Byrd  :  Following  the  appearance  of  the  College  of  American 
Pathologists'  witness,  Dr.  Victor  B.  Buhier,  and  at  the  close  of  the  hearings 
on  May  13,  1965,  Senator  Douglas  of  Illinois  read  a  statement  for  the  record 
concerning  his  proposed  amendments  to  H.R.  6675,  amendments  Nos.  79  and  156. 

At  the  conclusion  of  Senator  Douglas'  statement,  upon  the  request  of  Mr. 
Neibel,  general  counsel  of  the  College  of  American  Pathologists,  both  Senator 
Douglas  and  Senator  Anderson  (who  was  then  presiding)  invited  the  College 
of  American  Pathologists  to  submit  a  supplementary  statement  for  the  record, 
further  explaining  our  position  with  respect  to  the  proposed  amendments  Nos. 
79  and  156  and  commenting  on  Senator  Douglas'  statement.  This  letter  is 
being  written  in  compliance  with  this  request  and  we  respectfully  ask  that  it  be 
made  a  part  of  the  record  of  the  hearings  of  the  Senate  Finance  Committee  on 
H.R.  6675. 

In  large  measure,  the  objectives  sought  by  those  sponsoring  amendments  79 
and  156  and  the  objectives  of  the  College  of  American  Pathologists  are  apparently 
similar.  Both  the  sponsors  of  the  amendments  and  the  college  desire  that  if 
Federal  legislation  is  enacted,  providing  medical  and  hospital  care  for  the  aged, 
that  such  legislation  will  be  in  the  manner  and  form  which  will  be  least  disrup- 
tive to  existing  arrangements  between  physicians  and  hospitals  and  other  insti- 
tutions. Those  sponsoring  the  amendments  believe  this  objective  would  be  best 
accomplished  by  adoption  of  the  proposed  amendments.  The  College  of  American 
Pathologists  is  of  the  opinion  that  this  objective  is  best  achieved  by  approving 
H.R.  6675  as  presently  written  with  respect  to  physicians'  services  whereby 
the  professional  services  of  all  physicians  are  treated  alike  and  all  hospital  costs 
are  likewise  treated  in  the  same  manner. 

We  have  carefully  examined  both  amendment  No.  79  and  amendment  No.  156 
and  cannot  find  any  significant  difference  between  these  two  amendments.  Both 
of  these  amendments  would  provide  that  the  professional  services  of  doctors  of 
medicine  practicing  in  the  fields  of  pathology,  radiology,  physiatry,  and  anes- 
thesiology would  be  classified  as  "hospital  services"  and  payment  for  the  services 
of  these  physicians  would  be  in  the  same  manner  and  mode  as  payment  for  hos- 
pital costs.  Both  of  these  amendments  would  separate  the  four  medical  special- 
ties involved  from  the  mainstream  of  American  medicine  and  make  physicians 
practicing  these  specialties  something  less  than  a  doctor. 

At  the  outset,  we  believe  that  it  is  important  to  recognize  that  H.R.  6675,  as 
presently  written,  will  not  alter  or  disrupt  a  single  arrangement  between  any 
physician  and  any  hospital.  Those  who  choose  to  practice  on  a  salary,  a  per- 
centage of  the  gross  or  net,  or  on  a  lessee  basis  may  continue  to  do  so.   The  bill 
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as  now  written  does  not  give  preferential  treatment  to  any  particular  arrange- 
ment between  physicians  and  hospitals.  The  charge  that  enactment  of  this 
legislation  will  result  in  widespread  renegotiation  of  contracts  is  simply  not  true. 
The  bill  merely  requires  that  these  four  physicians'  services  will  all  be  billed 
under  part  B  of  the  bill  and  hospital  costs  will  all  be  billed  as  hospital  services 
under  part  A  of  the  bill.  What  is  done  with  the  fees  and  costs  collected  under 
part  B  and  part  A,  respectively,  is  subject  to  any  arrangement  which  the  physician 
and  hospital  might  work  out  to  their  mutual  advantage  and  the  advantage  of  the 
patient. 

We  readily  admit  that  if  either  amendment  79  or  156  were  to  be  approved,  that 
the  professional  services  of  pathologists,  radiologists,  anesthesiologists,  and 
physiatrists  would  be  available  to  those  over  65  in  both  part  A  (hospital  services) 
and  part  B  (physicians'  services)  of  the  bill.  It  should  be  recognized,  however, 
that  hospital  services  under  part  A  of  the  bill  are  only  subject  to  a  $40  deductible 
for  inpatient  diagnostic  services  and  only  a  $20  deductible  if  such  services  are 
to  be  provided  to  a  patient  as  an  outpatient.  After  these  deductibles  have  been 
satisfied,  both  physicians'  fees  and  hospital  costs  are  paid  in  full.  Contrast  this 
benefit  pattern  with  the  benefits  provided  under  part  B  of  the  legislation.  Profes- 
sional services  rendered  and  billed  under  this  part  are  subject  to  a  $50  annual 
deductible  and  20  percent  coinsurance  for  all  charges  billed  after  satisfying  the 
deductible. 

The  differences  in  benefits  under  part  A  and  part  B  of  the  bill  make  any  alleged 
freedom  of  choice  for  the  physician  illusory.  A  careful  reading  of  the  testimony 
of  the  American  Hospital  Association  cannot  help  but  reveal  that  hospitals  will 
bring  almost  insurmountable  pressures  to  bear  upon  physicians  to  have  them 
provide  their  services  as  a  hospital  service  and  to  have  the  hospital  bill  the 
patient  for  the  service  thus  provided.  If  the  physician  resists,  he  will  be  ac- 
cused of  holding  out  on  the  old  folks  inasmuch  as  the  same  services  will  cost  the 
individual  patient  more  if  rendered  as  a  physician's  service  under  part  B  of  the 
bill.  Furthermore,  as  indicated  in  our  testimony  before  the  committee,  over  70 
percent  of  laboratory  procedures  are  now  performed  outside  the  hospital.  Were 
these  services  to  be  provided  "free''  as  hospital  inpatient  or  outpatient  services 
after  a  minimal  deductible  is  satisfied,  the  result  cannot  help  but  be  to  magnetize 
patients  from  the  private  practice  sector  into  the  hospital  for  there  the  bills 
for  services  rendered  w^ill  not  be  subject  to  the  20-percent  coinsurance  require- 
ment and  the  larger  deductible.  Accordingly,  it  is  the  position  of  the  College 
of  American  Pathologists  that  adoption  of  amendments  79  and  156  would  be 
extremely  disruptive  to  existing  patterns  of  medical  practice,  add  immeasurably 
to  the  costs  of  the  social  security  financed  program,  separate  physicians  prac- 
ticing the  four  named  specialties  from  the  rest  of  medicine  and  inevitably  re- 
sult in  hospital  domination  of  medical  practice  in  these  four  areas. 

Now  a  word  about  "hidden  profits."  It  is  true  that  most  hospitals  are  "non- 
profit" organizations.  It  is  also  true  that  these  nonprofit  organizations  have 
been  ringing  up  the  cash  register  with  profits  in  the  laboratory  and  X-ray  de- 
partments. This  does  not  mean  that  hospitals  generally  are  overall  making  a 
profit.  What  is  does  mean  is  that  patients  needing  diagnostic  X-ray  and  labora- 
tory services  are  subsidizing  patients  not  needing  or  utilizing  these  services. 

Let  us  look  at  some  figures.  According  to  Hospital  Administrative  Services  (a 
nonprofit  organization  affiliated  with  the  American  Hospital  Association)  for  the 
month  of  December  1964  in  hospitals  with  between  200  and  299  beds,  the  median 
laboratory  accounted  for  11.4  percent  of  the  total  income  of  the  hospital  while 
the  expense  of  operating  the  laboratory  (including  the  professional  services 
of  the  pathologist)  were  only  6.9  percent  of  total  hospital  expenses. 

We  believe  in  any  federally  financed  program  that  hospital  costs  and  physicians' 
fees  should  be  laid  on  the  table  for  all  to  see. 

Where  hospitals  are  making  a  hidden  profit  in  laboratory  and  X-ray,  the 
charges  for  these  services  to  patients  should  be  reduced.  Patients  needing  these 
services  should  not  subsidize  other  areas  of  hospital  operation.  The  best  way  we 
know  to  accomplish  this  is  by  approving  H.R.  6675  as  now  written,  so  that  hospi- 
tals can  be  paid  "reasonable  costs"  of  providing  laboratory  and  X-ray  services, 
and  the  professional  services  of  physicians  in  these  areas  may  be  compensated 
along  with  other  physicians  in  part  B  of  the  bill. 

Finally,  it  has  been  charged  that  failure  to  approve  amendments  79  or  156  will 
result  in  the  denial  of  substantial  benefits  to  those  over  65  in  need  of  medical 
and  hospital  care.  Let's  look  at  the  facts.  For  purpose  of  illustration,  assume 
a  total  hospital  bill  of  $1,040  (much  larger  than  the  average  hospital  bill  of  indi- 
viduals over  65).   Approximately  20  percent  or  $200,  after  the  hospital  deducti- 
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ble  is  satisfied,  on  the  average  will  go  for  laboratory  and  X-ray  services.  Assume- 
that  60  percent  or  $120  is  the  hospital  cost  of  providing  the  services  and  40  per- 
cent or  $80  is  the  professional  fee  of  the  pathologist  and  radiologist.  With  a 
hospital  bill  of  $1,000,  certainly  the  annual  deductible  of  $50,  under  part  B,. 
would  already  have  been  paid  to  other  physicians.  Thus,  the  aged  patient  would 
have  to  pay  to  the  pathologist  and  radiologist  20  percent  (the  coinsurance  factor) 
of  $80  or  $16.  It  does  not  seem  reasonable  to  say  that  payment  of  $16  out  of  a 
hospital  bill  of  $1,040  is  a  substantial  reduction  in  benefits. 

In  conclusion,  we  would  like  to  state  once  again  that  we  are  of  the  firm  con- 
viction that  passage  of  H.R.  6675,  with  respect  to  physicians'  services  and  hospi- 
tal costs,  will  result  in  the  greatest  freedom  for  physicians  and  hospitals  to 
negotiate  their  own  arrangements,  will  not  segregate  a  substantial  segment  of 
physicians  from  their  professional  brethren,  will  not  operate  to  dissuade  young 
doctors  from  entering  these  specialties,  will  tend  to  lower  costs,  and  will  be  in 
the  best  interests  of  patients,  doctors,  hospitals,  and  the  Federal  Government. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  you  have  afforded  us  to  extend 
our  remarks  before  your  committee. 
Respectfully, 

Oliver  J.  Neibbl,  Jr., 

General  Counsel. 


The  American  College  of  Radiology, 

Chicago,  III,  May  17, 1965. 

Hon.  Harry  F.  Byrd, 
Chairman,  Committee  on  Finance, 
U.S.  Senate,  Old  Senate  Office  Building, 
Washington,  D.G. 

Dear  Senator  Byrd  :  On  May  13  Senator  Paul  H.  Douglas  presented  a  state- 
ment for  the  record  of  the  hearings  of  the  Senate  Finance  Committee  on  H.R. 
6675.  Later,  from  the  chair.  Senator  Clinton  P.  Anderson  invited  comments  for 
the  record  on  this  statement  and  on  amendment  156.  With  your  permission,  the 
American  College  of  Radiology  offers  the  following  comment  for  the  record  of  the 
hearings : 

1.  Under  amendment  156  payments  for  physicians'  services  in  pathology,  radi- 
ology, physiatry,  and  anesthesiology  are  available  to  hospitals  in  part  A  if  the 
hospital  bills  for  the  services  of  these  physicians  as  hospital  services,  and  pay- 
ments for  physicians'  services  in  these  specialties  are  available  under  H.R.  6675 
in  part  B  if  the  physician  bills  for  his  services  as  medical  services.  Total  hos- 
pital costs  under  part  A  are,  however,  subject  only  to  a  $40  deductible  if  the 
individual  is  a  bed  patient,  or  $20  if  he  is  an  outpatient,  and  then  are  covered  in 
full.  In  contrast,  physicians'  charges  under  part  B  are  subject  to  a  $50  de- 
ductible and  are  then  subject  to  a  coinsurance  provision  under  which  the  patient 
is  liable  for  20  percent  of  reasonable  charges.  This  fact  that  payments  for 
physicians'  services  in  the  specialties  cited  are  less  expensive  to  the  covered  in- 
dividual under  part  A  than  under  part  B— if  the  Douglas  amendment  is  enacted — 
will  be  used  by  hospitals  to  pressure  the  physicians  involved  into  permitting  the 
hospital  to  bill  for  their  services.  If  the  physician  resists,  he  will  be  accused 
of  "holding  out  on  the  old  folks,"  depriving  the  aged  of  possible  benefits,  etc. 
These  pressures  can  be  anticipated  on  the  basis  of  testimony  presented  by  the 
American  Hospital  Association  and  statements  of  many  hospital  administrators. 

2.  It  has  been  implied  and  stated  that  H.R.  6675  as  written  will  require 
physicians  and  hospitals  to  renegotiate  current  arrangements  under  which 
physicians  receive  salaries,  lease  space  in  a  hospital,  or  have  some  sort  of  con- 
tract calling  for  a  sharing  of  collections  on  a  percentage  basis.  Insofar  as  the 
language  of  the  bill  is  concerned,  H.R.  6675,  if  enacted,  will  not  alter,  or  disrupt, 
so  much  as  one  such  arrangement  between  one  doctor  and  one  hospital.  H.R.. 
6675  only  requires  that  all  physicians  designate  reasonable  charges  for  their 
services,  accept  responsibility  for  the  level  of  these  charges  and  collect  these 
charges  in  the  form  of  physicians'  fees.  H.R,  6675  does  not  deal  with  the  dis- 
position of  fees  after  they  are  received. 

Today,  without  reference  to  any  legislation,  all  physicians  on  the  staffs  of  a 
number  of  hospitals  present  patients  bills  for  their  services,  collect  these  bills, 
assign  collections  to  the  medical  school  or  hospital,  and  receive  salaries  from 
the  medical  school  or  hospital.  H.R.  6675  will  not  change  this  practice  arrange- 
ment of  any  internist,  general  surgeon,  radiologist,  etc.    H.R.  6675  treats  all 
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physicians  and  all  hospitals  alike  insofar  as  presentation  of  reasonable  charges 
is  concerned;  no  physicians  are  specifically  placed  in  an  administratively  dis- 
advantageous position  insofar  as  hospital  relationships  are  concerned;  but  the 
bill  does  not  interfere  with  physicians  or  hospitals  in  evolving  locally  satis- 
factory practice  arrangements. 

3.  Those  hospitals  that  are  not-for-profit  corporations  could  not  be  charac- 
terized as  greedy.  It  is  true,  however,  that  under  the  single  charge  billing 
system  in  radiology  that  reimburses  the  hospital  and  the  doctor's  fee  in  one  pay- 
ment, patients  who  need  radiology  services  pay  charges  in  excess  of  costs  of  de- 
livering the  service  plus  the  fee  for  the  service.  A  patient  who  has  a  .$10  radiol- 
ogy charge  under  this  system  is  paying  the  hospital  $.5  for  the  accountable 
costs;  the  physician  a  fee  of  $3.50  to  $4;  and  the  hospital  an  excess  amount 
of  from  $1  to  $1.50  which  is  applied  to  underpriced  services  provided  some  other 
patient.  This  excess  of  charges  to  a  patient  over  all  costs  of  serving  that  patient 
is  the  hospital  "profit"  that  has  been  mentioned.  The  principal,  indirect  bene- 
ficiaries of  H.R.  6675  with  its  requirement  that  physicians'  fees  and  hospital 
costs  be  separately  stated  will  be  patients  not  covered  by  the  bill.  This  is  be- 
cause excessive  hospital  charges  for  these  services  will  become  apparent  when 
stated  separately  from  the  doctor's  fee,  and  this  fact  will  tend  to  reduce  costs  of 
radiology,  pathology,  etc.  for  the  90  percent  of  Americans  who  are  not  benefici- 
aries of  H.R.  6675.  It  would  seem  that  there  is  little  reason  to  perpetuate  a 
system  that  charges  John  Doe,  an  outpatient  who  needs  an  X-ray  chest  exami- 
nation, an  excessive  amount  for  the  benefit  of  Richard  Roe  who  is  occupying  a 
hospital  bed. 

4.  Some  Senators  have  expressed  a  concern  that  H.R.  6675  has  materially 
reduced  the  benefits  proposed  under  S.  1.  If  you  assume,  as  virtually  all  witnesses 
have  assumed,  that  nearly  all  eligible  will  voluntarily  enroll  in  part  B,  H.R. 
6675  would  not  seem  to  materially  reduce  benefits  in  the  cited  specialties. 
Further,  of  course,  H.R.  6675  has  added  under  part  B  the  full  range  of  physicians' 
services,  and  this  is  all  a  plus. 

To  illustrate :  assume  a  large,  $1,200  hospital  bill ;  assume  radiology  charges 
of  9  percent  of  this  bill  and  pathology  charges  of  11  percent,  or  $108  and  $132, 
respectively  (in  keeping  with  insurance  company  experience).  Fifty  percent  of 
the  $108  radiology  charge  and  60  percent  of  the  $132  pathology  charge,  or  $133, 
will  be  reimbursed  to  hospitals  under  part  A  of  the  bill  as  written  as  "reasonable 
costs."  Even  if  we  assume  the  physicians'  fees  to  be  the  remainder,  or  $107,  the 
amount  payable  by  the  patient  is  only  $21.40,  or  20  percent,  because  any  patient 
with  a  hospital  bill  of  $1,200  will  have  other  physicians'  charges  that  will  satisfy 
the  $50  deductible  under  part  B.  If  we  assume  that  the  fees  of  radiologists  and 
pathologists  will  be  set  at  levels  approximating  35  percent  of  the  present  charge 
of  $240,  or  $84,  the  patient  will  be  personally  liable  for  just  under  $18.  It  is 
believed  that  a  requirement  to  pay  an  added  $20  in  a  situation  involving  a  hos- 
pital bill  of  $1,200  is  not  a  substantial  reduction  in  benefits. 

As  another  example,  assume  a  patient  who  requires  radiology  and  pathology 
services  costing  $200  on  a  not  hospitalized  basis  and  that  his  patient  is  referred 
to  a  radiologist  and  a  pathologist  at  a  hospital  for  these  services.  The  patient 
pays  a  $20  deductible  and  a  little  more  than  half  of  the  remaining  $180,  or  about 
$100,  is  reimbursable  to  the  hospital  as  "reasonable  costs."  Again,  a  patient 
requiring  radiology  and  pathology  services  of  this  magnitude  is  certain  to  have 
other  doctor  bills  in  excess  of  $50,  and  thus  the  patient  will  be  personally  liable 
for  20  percent  of  $80,  or  $16.  If  we  again  assume  that  the  fee  of  the  radiologist 
and  pathologist  will  be  set  at  35  percent  of  $200,  or  $70,  the  patient  will  be 
personally  liable  for  $14.  This  again  would  not  seem  to  be  a  substantial  reduction 
in  benefits. 

In  addition,  in  either  instance,  if  the  patient  is  truly  medically  indigent,  he 
would  in  most  States  receive  aid  under  the  Kerr-Mills  law. 

As  noted  in  a  statement  submitted  to  the  committee,  our  principal  objections 
to  amendments  79  and  156  are  medical.  They  center  upon  our  recognition  of 
increased  medical  service  and  recruitment  difBculties  we  face  if  either  amend- 
ment is  incorporated  into  H.R.  6675.  We  are  interested  only  in  high-level 
radiology  services  for  patients  now  and  in  the  future.  We  cannot  now  provide 
such  under  hospital  domination  and  we  cannot  recruit  bright  young  doctors  to 
provide  such  in  the  future  if  we  are  segregated  from  the  mainstream  of  medical 
practice  under  a  Federal  law. 

Thank  you  very  much  for  the  opportunity  of  offering  this  comment. 
Sincerely, 

Wallace  D.  Buohnan,  M.D.,  President. 
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Senator  Curtis.  Mr.  Chairman,  I  have  an  appointment.  It  is  now 
12 :30,  and  I  cannot  stay  here.  I  wanted  to  ask  some  questions.  But 
I  want  the  record  to  show — I  cannot  ask  them  now.  I  just  want  the 
record  to  show  that  I  will  pursue  his  testimony,  and  I  am  glad  he  is 
here. 

Senator  Anderson.  Senator  Curtis,  if  you  desire  we  will  ask  per 
mission  now  that  }' ou  may  submit  some  written  questions  to  Mr.  Hill, 
and  if  he  desires  to  answer  them  for  the  record  he  may  do  so. 

Senator  Curtis.  I  do  not  think  I  will  avail  myself  of  that.  I  have 
to  go. 

Senator  Anderson.  Paul  D.Hill? 

STATEMEl^T  OF  PAUL  D.  HILL,  COCHAIRMAN,  LEGISLATIVE  COM- 
MITTEE, INTEHITATIONAL  ASSOCIATION  OF  HEALTH  OTBER- 
WEITEES;  ACCOMPANIED  EY  EGBERT  FINNEGAN,  MANAGING 
DIRECTOR 

Mr.  Hill.  Mr.  Chairman,  I  am  Paul  D.  Hill,  of  Indianapolis,  co- 
chairman  of  the  Legislative  Committee  of  the  International  Associa- 
tion of  Health  Underwriters. 

With  me  is  Robert  Finnegan,  of  Chicago,  who  is  the  managing  di- 
rector of  the  International  Association  of  Health  Underwriters,  and 
we  are  well  aware  that  in  order  to  be  eternal  any  statement  does  not 
have  to  be  interminable,  and  we  think  you  gentlemen  have  been  ex- 
tremely patient  this  morning. 

Mr.  Chairman  and  members  of  the  committee,  this  is  the  statement 
of  the  International  Association  of  Health  Underwriters,  the  profes- 
sional agents'  organization  made  up  of  men  and  women  who  sell  and 
service  health  insurance  all  over  the  country.  Our  association  is 
composed  of  about  5,000  members  in  nearly  100  State  and  local  organi- 
zations blanketing  the  United  States.  It  is  the  members  of  our  orga- 
nization, along  with  the  members  of  the  National  Association  of  Life 
Underwriters  and  the  property-casualty  insurance  agents  who  sell  and 
service  the  insurance  plans  that  today  are  used  so  widely  to  offset  the 
costs  of  hospitalization,  surgery,  and  doctor's  bills,  and  to  replace 
earned  income  during  periods  of  disability  due  to  sickness  or  accident. 
Our  position,  which  we  were  privileged  to  present  in  person  to  this 
committee  last  year,  is  this :  We  favor  the  best  medical  care  available 
for  every  person  in  these  United  States,  regardless  of  his  or  her  age, 
and  regardless  of  his  or  here  ability  to  pay  for  it.  We  further  believe 
that  every  individual  should  use  his  own  resources  before  he  should 
turn  to  any  public  program  at  the  Federal,  State,  or  local  level.  It 
is  the  duty  of  the  public  at  large  to  provide  for  those  who  are  finan- 
cially incapable  of  caring  for  themselves;  it  is  not  the  duty  of  the 
public  at  large  to  tax  everyone  to  pay  for  medical  costs  of  those  who 
are  able  and  in  most  instances  willing  to  pay  their  own  expenses.  This 
being  true,  we  believe  that  the  present  Kerr-Mills  law^  should  be  ex- 
panded to  every  State,  and  that  it  should  be  broadened  to  cover  any 
demonstrable  and  proven  need  for  medical  care  among  those  age  65 
and  over  in  our  population. 

At  the  same  time,  we  are  totally  opposed  to  socialistic  programs 
whose  avowed  goal  is  to  cover  everyone,  regardless  of  need,  and  v/hose 
ultimate  purpose,  as  stated  by  their  most  vocal  adherents,  is  to  make 
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the  Federal  Government  the  prime  controller  of  medical  care  in  our 
country,  not  only  for  those  age  65  and  over,  but  eventually  for  every- 
one, regardless  of  age.  This  purpose  has  probably  never  been  more 
openly  and  blatantly  stated  than  by  Wilbur  Cohen,  Assistant  Secre- 
tary of  Health,  Education,  and  Welfare,  when  he  said — 

the  ideal  in  social  benefits  will  be  reached  when  each  individual  is  paying  as  much 
in  social  benefit  taxes  as  he  is  paying  in  income  taxes. 

For  most  Americans,  a  tax  burden  of  this  type  would  be  completely 
unbearable. 

Wlij  are  the  members  of  our  organization,  along  with  many  mil- 
lions of  other  thinking  Americans,  so  opposed  to  H.E.  6675  ? 

First  of  all,  there  is  no  demonstrable  need  for  legislation  of  this 
type.  Today,  there  are  about  18  million  people  age  65  and  over  in 
our  country.  About  11  million  of  these  are  covered  against  the  costs 
of  hospitalization  by  voluntary  health  insurance.  A  large  percentage 
of  these  also  have  insurance  plans  that  pay  the  costs  of  surgery.  And 
more  are  covered  for  doctor  bills,  also.  Millions  of  people  in  this  age 
group  are  quite  capable  of  paying  their  own  hospital  and  medical 
bills,  and  do  not  feel  a  need  eveii  for  health  insurance  to  help  them. 
Proponents  of  the  medicare  concept  have,  in  testimony  during  these 
and  previous  hearings,  repeatedly  derided  these  health  care  plans, 
pointing  constantly  to  the  fact  that  they  do  not  offset  every  last  dollar 
of  expense,  and  to  the  fact  that  many  people  65  and  over  do  not  have 
the  money  to  pay  the  necessary  premiums.  In  so  doing,  they  have 
deliberately  glossed  over  the  facts  that  {a)  miany  people  prefer  insur- 
ance that  will  pay  larger  medical  and  hospital  bills,  not  insurance 
that  will  provide  first-dollar  coverage;  (h)  that  many  people  can  pay 
their  own  bills  without  insurance  of  any  kind;  and  that  (c)  a  certain 
segment  of  our  people  will  always  spend  their  money  for  pleasures  and 
then  turn  to  society  as  a  whole  for  the  basic  costs  of  living. 

Those  who  need  help  with  their  hospital  and  doctor  bills  should 
receive  it;  no  bill  should  be  passed  to  cover  everyone  regardless  of 
need. 

This  lack  of  need  is  further  illustrated  by  a  look  at  the  assets  of 
the  people  in  the  group  to  be  covered  by  this  bill.  Statistics  compiled 
by  our  Federal  Government  show  that  the  average  family  whose  head 
is  65  or  over  has  assets  of  $30,718.  Only  one  other  group  has  a  higher 
average  net  worth,  the  55-  to  64- age  group,  with  $34,781  in  assets. 
By  comparison.  Government  statistics  show  that  where  the  family  head 
is  25  to  34,  the  average  net  worth  is  $7,661 ;  w^here  the  family  head  is 
35  to  44,  the  average  net  worth  is  $19,442;  Avhere  the  family  head  is 
45  to  54,  the  average  net  worth  is  $25,459.  Thus,  the  65-and-over  age 
group  is  second  only  to  tlie  55  to  64  group,  and  ranks  in  assets  sub- 
stantially above  all  the  others.  Perhaps  we  are  proposing  medicare 
for  the  wrong  end  of  the  age  scale.  This  same  fact  is  borne  out  by 
a  study  of  hospital  records,  which  sliows  that  fewer  than  5  percent 
of  people  65  and  over  do  not  pay  their  bills,  whereas  the  percentage 
in  younger  age  groups  is  many  times  as  great. 

Fabian  Linden,  manager  of  consmner  research  at  the  National 
Industrial  Conference  Board,  speaking  of  people  65  and  over,  states : 

They  form  a  rapidly  expanding  market  of  impressive  proportions  that  consti- 
tutes a  solid  plus  for  the  overall  economy. 
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A  recent  article  by  Alfred  L.  Malabre,  Jr.,  writing  in  the  Wall 
Street  Journal,  states : 

The  record  shows  that  a  very  large  portion  of  the  net  worth  of  older  persons 
is  concentrated  in  assets  that  can  readily  be  turned  into  cash  to  buy  things. 
For  example,  $4,670  of  the  $30,718  average  for  the  65-plus  group  represents  such 
liquid  assets  as  savings  and  checking  accounts.  This  is  a  good  deal  higher  than 
the  comparable  liquid  asset  total  of  any  other  age  group.  Similarly,  such  invest- 
ment assets  as  stocks  and  bonds  account  for  $r3,782  of  the  elderly  group's  average 
net  worth.  In  no  other  age  group  is  the  comparable  figure  nearly  so  high ;  only 
in  the  55  to  64  bracket,  in  fact,  does  the  investment  asset  total  reach  even  half 
the  average  of  older  persons. 

The  assertion  sometimes  is  made  that  the  assets  of  the  elderly  are  bunched 
among  relatively  few  very  rich  old  persons.  On  this  premise,  it  is  argued  that 
the  65-plus  group  as  a  whole  lacks  the  very  great  buying  potential  suggested  by 
an  average  net  worth  of  $30,718. 

Government  figures  show,  however,  that  the  elderly  are  relatively  well  off 
even  if  the  yardstick  used  is  a  median  rather  than  average  net  worth ;  the  median 
worth  of  an  age  group  marks  the  level  at  which  half  the  families  have  a  higher 
worth  and  a  half  a  lower  worth.  The  median  net  worth  of  the  65-and-over  cate- 
gory is  $10,450,  nearly  $3,000  above  the  median  for  all  families,  5  times  the 
median  for  families  in  the  25  to  34  bracket  and  39  times  the  figure  for  families 
whose  head  is  less  than  25  years  old. 

At  the  same  time,  the  debt  load  of  older  persons  is  unusually  small.  Of  the 
65-plus  families  that  own  homes,  less  than  one  in  five  owes  any  mortgage  money ; 
the  comparable  ratio  for  all  homeowning  families  exceeds  one  in  two.  More- 
over, 82  percent  of  elderly  families  owe  no  installment  debt.  This  compares  with 
a  debt-free  rate  of  only  66  percent  in  the  55  to  64  age  group,  and  50  percent  or 
less  in  all  families  under  age  55. 

To  be  sure,  the  actual  income  of  elderly  persons  is  relatively  small ;  half  the 
Nation's  65-and-over  families  earn  less  than  $2,875  yearly,  according  to  a  recent 
Social  Security  Administration  report.  By  its  nature,  however,  the  income  of 
older  persons  appears  remarkable  secure — a  fact  that  would  obviously  take  on 
major  significance  if  the  currently  brisk  pace  of  business  should  falter.  More 
than  half  the  total  income  of  the  elderly  derives  from  social  security  and  other 
public  and  private  old-age  benefits.  Another  15  percent  of  older  persons'  income 
represents  interest,  dividends,  and  rent.  Thus,  less  than  a  third  of  the  earnings 
of  the  65-and-over  families  is  tied  to  such  relatively  vulnerable  sources  as  the 
weekly  paycheck. 

Can  this  possibly  be  the  same  group  of  American  citizens  the 
proponents  of  medicare  point  to  when  they  talk  about  the  need  that 
is  so  prevalent  ? 

The  second  reason  we  oppose  this  bill  is  that  its  costs  are  not  fully 
known  and  when  they  are  realized  ¥/ill  be  so  high  that  they  will  be  an 
intolerable  burden  to  the  wage  earners  of  our  country.  During  the 
years  medicare  plans  have  been  discussed  in  Congress,  representatives 
of  Health,  Education,  and  Welfare  Department  have  constantly  re- 
vised upward  their  cost  estimates,  but  always  reluctantly  and  always 
after  their  published  figures  have  proven  incorrect.  Current  estimates 
are  that  the  "package  of  benefits"  presently  proposed  will  cost  $1  bil- 
lion in  1966,  and  $2.3  billion  in  1967.  More  realistic  appraisals  indi- 
cate that  the  true  costs  could  be  twice  these  amounts — and  perhaps 
even  more.  Dr.  Barkev  S.  Sanders,  medical  statistician,  sociologist, 
and  psychologist  who  has  made  a  number  of  estimates  of  costs  for  the 
Social  Security  Administration  in  earlier  years,  states  that  medicare 
benefits  will  cost  at  least  three  times  as  much  as  today's  official  estimates 
and  could  eventually  cost  10  times  as  much. 

Social  security  was  originally  conceived  as  a  plan  to  provide  a 
"floor  of  benefits."  Under  the  proposed  bill,  social  security  taxes  in 
1966  for  the  wage  earner  making  $5,600  per  year  will  be  813  percent 
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■of  the  original  social  security  tax.  Also  under  that  bill,  after  1987 
wage  earners  making  $6,600  per  year  will  be  paying  1,232  percent  of 
the  original  tax.  Of  course,  their  employers  will  also  be  paying  a  like 
amount  in  their  behalf. 

Self-employed  persons,  who  were,  of  course,  not  covered  by  the 
original  law,  will  be  paying  1,186  percent  of  the  original  tax  starting 
next  year,  in  1966.  And  the  proposed  law  calls  for  them  to  pay  1,716 
percent  of  the  original  tax  in  1987  and  thereafter. 

At  the  present  time,  over  5  million  American  families  are  paying 
more  in  social  security  taxes  than  they  are  paying  in  Federal  income 
tax.  Under  the  proposed  bill,  statistics  indicate  that  this  figure  would 
€limb  well  beyond  10  million. 

Many  students  of  Government  have  long  thought  that  a  social  secu- 
rity tax  of  about  10  percent  total  for  both  employee  and  employer  is 
the  maximum  our  economy  can  bear.  Yet  the  proposed  bill  calls  for 
an  eventual  tax  of  11.2  percent — with  no  guarantee  whatever  that 
■even  this  tax  will  provide  the  benefits  proposed  in  H.K.  6675. 

Looking  north  across  the  border  gives  us  a  good  idea  of  what  can 
happen  to  costs  in  just  a  short  period  of  time.  The  following  table 
is  from  Dr.  Sanders'  article,  referred  to  above,  in  the  November  1964 
issue  of  Nation's  Business : 


How  hospital  costs  have  dimmed  under  Canada's  health  program 


Provinces 

1959 

1960 

1961 

1962 

1963 

1964 

Newfoundland.       ...  ...  

100 

165 

1-8 

219 

262 

305 

Prince  Edward  Island  .....  

100 

226 

309 

374 

430 

Nova  Scotia.     ..                 .  .  .    

100 

519 

610 

755 

860 

965 

New  Brunswick  .  .   

100 

173 

209 

238 

276 

Quebec                             ._.  . 

100 

524 

637 

817 

Ontario     . 

100 

547 

643 

795 

929 

1,  035 

Manitoba  

100 

158 

183 

213 

243 

275 

Saskatchewan   _ 

100 

159 

171 

189 

217 

253 

Alberta.  .  .  

100 

179 

193 

225 

294 

323 

British  Columbia  .  .                         .  .  . 

100 

160 

176 

202 

235 

264 

The  index  of  cost  at  start  of  plan  is  100.  Some  are  blank  because  not 
all  plans  started  same  year. 

French  Labor  Minister  Gilbert  Grandval  recently  reported  to  Presi- 
dent Charles  de  Gaulle  that  France's  social  security  system  is  near  the 
financial  breaking  point. 

England's  national  health  plan  has  been  characterized  by  ever- 
increasing  disaffection,  as  we  all  know  so  well.  Doctors  have  been  leav- 
ing the  country  at  the  rate  of  about  500  per  year,  and  recently  those 
remaining  were  forced  to  ask  for  "overtime"  in  order  to  maintain  their 
standard  of  living. 

Belgium  and  Italy  have  seen  doctors  strike  in  order  to  m.aintain  some 
semblance  of  control  over  their  own  profession. 

Proponents  of  the  "medicare  philosophy"  state  in  rebuttal  that  the 

Eroposed  bill  isn't  socialized  medicine,  that  it  merely  provides  selected 
enefits  for  one  segment  of  our  population.  Who  among  us  is  willing 
to  wager  that  once  a  bill  such  as  this  is  passed,  the  pressures  from  the 
social  planners  to  turn  it  into  socialized  medicine,  covering  every 
group  of  our  people,  will  not  be  overwhelming  ? 
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The  third  reason  we  are  opposed  to  the  medicare  sections  of  H.R. 
6675  is  that  they  will  cause  overutilization  of  our  hospitals  and  will 
result  in  decreased  quality  of  medical  care.  Across  the  country  today, 
many  of  our  hospitals  are  bursting  at  the  seams,  and  people  needing 
attention  are  often  forced  to  wait  for  admittance  due  to  lack  of  bed 
space.  This  in  spite  of  the  fact  that  we  are  already  building  hundreds 
of  new  hospitals,  and  expanding  old  ones,  every  year.  England,  with 
its  national  health  program,  is  seeing  its  hospitals  deteriorate  at  an 
ever- accelerating  rate. 

When  a  minor  illness  will  be  paid  for  out  of  social  security  funds  if 
the  patient  is  in  the  hospital,  but  must  be  paid  for  out  of  his  own  funds 
if  he  is  not  hospitalized,  the  temptation  to  go  to  the  hospital  will  be 
great  indeed.  This  type  of  utilization  is  not  one  that  our  country  can 
alford.  We  cannot  afford  to  pay  its  costs;  neither  can  we  afford  to 
divert  hospital  beds  from  those  who  are  seriously  ill  and  need  them. 

Overlong  waits  for  hospital  beds,  overcrowded  hospitals,  and  the 
overworked  staffs  that  result  will  inevitabty  cause  a  lowering  in  the 
quality  of  medical  care.  Medical  experts  agree  that  there  can  be  no 
other  outcome. 

Because  the  ramifications  of  a  bill  of  this  type  are  so  far  reaching 
no  such  bill  should  be  passed  until  it  has  been  thoroughly  explained  to 
the  American  people,  and  a  majority  of  them  are  for  it.  In  1961  and 
1962,  52  Congressmen  polled  their  constituents  on  the  medicare  con- 
cept. A  majority  of  those  replying  opposed  it  in  33  out  of  the  52  polls. 
In  1963  there  were  23  such  polls,  and  a  majority  were  against  in  22 — 
all  except  1. 

In  January  of  this  year  a  Gallup  poll  stated  that  a  majority  of 
Americans  favor  medicare.  Yet  the  fourth  paragraph  of  the  story 
accompanying  the  poll  results  showed  that  beyond  a  shadow  of  a  doubt 
77  percent  of  Americans  didn't  even  know  what  was  covered  in  the 
legislation  they  were  asked  about.  No  bill  should  be  passed  until  the 
American  people  have  been  educated  to  both  the  evils  and  the  virtues 
of  it,  and  they  can  make  an  intelligent  decision.  The  Federal  Govern- 
ment, with  its  vast  number  of  bureaus,  could  easily  undertake  this 
educational  process  on  a  nonbiased  basis. 

Of  all  the  vast  changes  called  for  under  H.R.  6675,  those  under 
section  303,  amending  the  social  security  disability  program,  are  un- 
doubtedly  the  most  objectionable.  This  section  was  apparently  added 
to  the  bill  with  no  prior  planning  and  with  no  study  made  of  the  vast 
effects  it  might  have.  Lowering  disability  requirements  will  de- 
crease individual  initiative  and  increase  malingering  among  the  less 
responsible  segment  of  our  population.  The  experience  of  our  life 
insurance  companies  with  total  disability  income  during  the  1930's, 
when  many  people  were  unable  to  find  suitable  work  automatically 
became  "disabled,"  proves  that  this  statement  is  true. 

Section  303  changes  the  entire  concept  of  the  disability  insurance 
section  of  the  social  security  law.  Heretofore,  disability  under  social 
security  has  been  a  form  of  early  retirement  for  those  who  were  dis- 
abled with  little  or  no  hope  for  recovery.  Under  section  303,  social 
security  is  invading  the  short-term  disability  field  to  pay  benefits 
to  those  who  are  disabled  for  a  shorter  period  of  time  and  who  have 
every  reason  to  believe  they  will  be  able  to  return  to  work.  In  so 
doing,  the  Social  Security  Act  is  invading  a  field  that  is  already  well 
covered  by  private  insurance  companies. 
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In  addition,  this  section  overlaps  the  workmen's  compensation  sys- 
tems of  the  various  States,  which  already  are  set  up  to  pay  benefits 
to  workers  who  suffer  short-term  disabilities. 

The  confusion  and  conflict  that  such  a  Federal  law  will  cause  in 
the  various  States,  and  the  hardship  that  it  will  cause  to  insurance 
companies  and  agents  who  have  labored  hard  to  serve  this  need  well 
should  be  avoided. 

Thank  you  for  allowing  our  organization  to  submit  this  w^ritten 
testimony  to  your  committee  to  assist  you  in  your  deliberations. 

We  thank  you  and  we  would  be  happy  to  attempt  to  answer  any 
questions  that  you  would  like  to  ask  about  it. 

Senator  Anderson.  Thank  you  for  a  very  fine  job  of  presenting 
your  statement. 

You  say: 

The  third  reason  we  are  opposed  to  the  medicare  sections  of  H.R.  6675  is  that 
they  will  cause  overutilization  of  our  hospitals  and  will  result  in  decreased 
quality  of  medical  care. 

The  representative  of  HIP  testified  a  few  minutes  ago.  He  has 
had  experience  in  this  field  with  700,000  people.  Have  you  statistics 
to  back  up  what  you  have  said  ?  He  has  statistics  to  show  what  you 
say  is  not  correct. 

Mr.  Hill.  Senator,  my  statements  are  based  not  so  much  on  actual 
statistics  as  they  are  with  actual  visits  with  hospital  administrators 
around  the  country.  We  have,  for  example,  in  our  own  State  of 
Indiana — and  I  am  sure  this  is  rather  widespread  around  the  country 
from  w^hat  hospital  administrators  have  told  me — there  is  a  lack  of 
hospital  beds  at  the  present  time. 

We  have  had  in  our  own  city  a  tremendous  expansion  in  hospitals 
in  the  last  5  years.  Five  years  ago  we  spent  $16  million  in  Indianapolis 
that  was  raised  privately  to  expand  our  hospitals.  We  are  currently 
embarking  on  another  $15  million  program  at  the  present  time. 

We  do  not  have  the — and  I  think  probably  I  can  say  Indianapolis  is 
a  reasonable  and  forward-looking  city — we  do  not  have  enough  hos- 
pital beds  to  take  care  of  tlie  people.  We  are  forced  to  ask  them  to 
wait  when  they  are  coming  in,  when  they  need  surgery,  a  lot  of  times 
when  they  need  something  that,  perhaps,  is  even  more  serious.  Now, 
critical  people,  people  who  have  critical  conditions,  do  get  in.  There 
is  no  question  about  this,  space  is  made  for  them.  People  who  would  be 
better  off  in  the  hospital  cannot  get  in  without  a  long  wait  in  many  in- 
stances. 

Senator  Anderson.  I  am  not  que^stioning  the  fact  that  we  have  need 
for  hosj)ital  beds,  although  we  have  plenty  other  figures  showing  that 
there  is  an  underconsumption  across  the  whole  country.  But,  as  you 
say,  it  will  cause  overutilization  of  hospitals.  The  HIP  organization, 
with  its  thousands  of  people,  with  no  deductibles  of  any  kind,  shows 
that  they  do  not  have  a  sudden  rush  just  because  they  are  covered  by 
insurance. 

Do  you  have  any  figures  showing  they  do  ? 
Mr.  Hill.  No,  sir ;  I  have  no  figures  to  show^  that  they  do. 
Senator  Anderson.  On  section  303  we  have  a  lot  of  testimony  on  it, 
as  you  well  know. 
Mr.  Hill.  Yes,  sir. 
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Senator  Anderson.  And  the  action  of  the  House  was  to  sort  of  have 
a  study  come  in  by  December  1966.  We  hope  that  will  be  done  earlier, 
and  I  realize  that  your  figures  of  how  these  charges  have  jumped  is 
probably  correct.  But,  as  one  who  was  around  here  a  little  bit  when 
the  first  work  was  done  on  the  social  security  bill,  it  was  recognized 
that  the  initial  premiums  were  made  purposely  veiy  small  because 
there  would  be  very  few  retirement  claims. 

I  think  it  is  sort  of  straining  a  point  a  little  bit  to  point  out  the  fact 
that  they  are  very  small  for  a  brief  period  when  we  all  know  what  they 
were  to  grow  to. 

As  you  well  know,  the  original  amount  of  wage  base  on  which  the  tax 
was  levied  was  very  low  in  the  initial  stages. 
Mr.  Hill.  Eight,  sir ;  1  percent  on  $3,000. 

Senator  Anderson.  To  equal  that  today  what  would  it  take?  A 
wage  base  of  $13,000.   Nobody  is  advocating  anything  like  that.  So 

I  think  you  have  to  look  at  

Mr.  Hill.  This  is  one  of  the  things  about  which  we  are  very  much 
concerned.  We  are  not  certain  that  it  will  not  eventually  be  $31,000, 
Senator,  with  a  depreciated  dollar.   I  think  it  very  well  could  be. 

Senator  Anderson.  Did  you  worry  about  it  in  the  first  instance  in 
1935  when  it  was  very  small  ? 

Mr.  Hill.  I  have  been  worried  about  it  ever  since  I  have  been  old 
enough  to  know  anything  about  social  security.  I  think  costs  are 
impossible  to  predict  in  this  area.  I  think  we  have  some  very  ef- 
ficient people  in  this  area,  Mr.  Sanders,  certainly  Mr.  Myers,  a  very, 
very  competent  gentleman,  who  has  several  times  adjusted  his  own 
estimates  of  what  these  costs  are  going  to  be. 

I  think,  Senator,  it  is  true  we  just  do  not  know.  I  do  not  know,  and 
I  do  not  believe  anyone  knows  what  the  costs  will  be. 

Senator  Anderson.  Well  now,  when  we  dealt  with  disability,  it  was 
to  be  confined  only  to  people  who  were  past  50  years  of  age.  The 


claims  did  not  come  in  nearly  as  fast  as  there  had  been  prediction 
that  they  would  and,  therefore,  the  rate  was  on  the  liberal  side.  We 
collected  too  much  from  them. 

Then  people  came  in  and  suggested  we  take  off  all  age  limitations, 
and  Bob  Myers  predicted  that  would  throw  us  into  a  deficit  condition, 
and  it  did  and,  therefore,  I  say  their  predictions  have  been  pretty  ac- 
curate. They  are  better  than  mine  are  on  baseball  games  and  things 
of  that  nature  I  know. 

Mr.  Hill.  If  this  bill  passes.  Senator,  do  you  not  anticipate  there 
are  many  people  who  are  going  to  come  in  again  next  year  and  ask 
that  this  age  restriction  be  taken  off  again  ?  Isn't  this  the  history  of 
bills  of  this  kind,  that  we  keep  removing  restrictions  and  removing 
restrictions  all  the  time?  Can't  we  say  that  is  a  fair  statement  of 
social  legislaion  that  this  is  what  happens  ? 

Senator  Anderson.  I  think  social  legislation  has  been  expanding, 
and  probably  will  continue  for  a  long  time. 

Mr.  Hill.  I  don't  know  of  any  that  has  ever  been  repealed.  This 
is  the  

Senator  Anderson.  I  don't  either.  That  is  the  very  interesting 
part  of  it.  TYhen  I  was  first  in  the  Congress  we  would  hear  Mr.  Craw- 
ford from  Michigan  and  Bob  Eich  from  Pennsylvania  get  up  and 
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shriek  "Where  is  the  money  coming  from?"  Horrible  things.  He 
was  for  striking  it  all  out. 

I  haven't  heard  a  Member  of  either  the  Senate  or  House  make  a 
speech  advocating  the  repeal  of  social  security  in  the  last  10  years. 
But  I  had  to  wait  20  years  to  have  that  happen,  and  after  a  few  years 
I  don't  expect  to  have  any  protests  on  this  sort  of  a  program.  It  is 
hard  to  look  at,  perhaps,  but  it  works  out  pretty  well. 

Senator  Douglas. 

Mr.  Hjll.  Senator,  in  conclusion,  may  I  ask  you  a  question,  please? 
Is  this  higlily  unethical  or  irregular  ? 

Senator  Anderson.  Weil,  it  is  a  little  irregular,  but  go  ahead. 
Mr.  Hill.  May  I  have  your  permission  to  do  so  ? 
Senator  Andeeson.  Yes. 

Mr.  Hill.  There  is  one  thing  that  I  wondered  about  very  much, 
and  I  have  been  working  in  this  area  a  number  of  years,  and  that  is 
this :  What  is  wrong  with  the  concept  of  helping  people  who  need  help 
and  not  covering  people  who  don't  ?  This  is  one  point  I  have  never 
been  able  to  get  clarified  in  my  own  mind. 

Senator  Anderson.  Well,  the  answer  is  you  cannot  tell  who  needs 
help.  In  the  depression  of  1929,  1930,  1931,  people  we  never  thought 
would  need  help  jmnped  out  of  high  windows  and  buildings  and  killed 
themselves. 

Now,  I  have  been  in  the  social  security  program,  not  that  I  think  my 
wife  is  going  to  need  that  help,  but  she  might  and,  therefore,  very 
wisely  the  Social  Security  people  in  the  beginning  said  "We  cover 
everybody," 

The  man  who  knows  he  is  going  to  have  a  need  and  the  man  who 
does  not,  having  paid  your  premiums,  you  do  what  you  do  in  any  other 
form  of  insurance,  you  collect  your  dividends. 

Mr.  Hill.  Of  course,  actually,  social  security  is  not  comparable  to 
insurance,  is  it,  sir  ?  I  mean,  the  Supreme  Court  has  held  on  a  couple 
of  occasions  that  it  is  not  insurance. 

Senator  Anderson.  Well,  they  held  it  is  not  insurance.  But  I 
wonder  why  it  got  to  the  Supreme  Court  if  they  did  not  think  there 
was  some  similarity. 

Mr.  Hill.  I  think  that  is  true.    There  was  something  to  adjudicate. 

Senator  Anderson.  Yfhat  happened  was  the  life  insurance  people 
came  down  in  1935  and  testified  about  the  great  dangers  of  this  to  the 
life  insurance  business.  They  said  that  people  wouldn't  buy  life 
insurance  if  they  knew  they  were  going  to  have  money  through  social 
security.  And  yet  when  people  found  out  that  they  did  not  have  to 
put  away  money  for  a  rainy  day,  because  that  was  being  taken  care  of 
by  social  security,  they  bought  life  insurance  in  unprecedented  quanti- 
ties, nothing  like  it  ever  anticipated,  and  you  are  going  to  see,  I  am 
very  happy  to  predict  here,  that  the  gTeatest  boom  in  health  insurance 
tha.t  the  country  has  every  known  will  come  after  the  passage  of  the 
act.  When  you  have  money  that  you  can  afford  to  put  into  it,  people 
will  buy  it,  and  life  insurance  today  is  in  its  greatest  condition  because 
regular  basic  protection  is  taken  care  of.  They  now  can  put  addi- 
tional sums  and  tremendous  sums  into  life  insurance  policies. 

Mr.  Hill.  You  bring  up  life  insurance,  and  I  think  it  is  very  inter- 
esting in  regard  to  this  section  303  of  the  bill.  This  is  one  of  the  things 
you  mentioned,  about  people  jumping  out  of  buildings  and  so  forth, 
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this  is  one  of  the  things  life  insurance  companies  discovered,  as  you 
are  well  aware  back  during  the  depression,  this  difficulty  in  the  dis- 
ability field,  that  people  who  were  not  disable  became  disabled  in 
order  to  get  a  monthly  check. 

Senator  Anderson.  And  yet  the  disability  end  of  it  was  operated  at 
a  profit  for  many,  many  years,  mi  til  it  shifted  to  the  removal  of  the 
50-year  base,  which  I  opposed  then,  which  I  oppose  now,  and  which  I 
would  like  to  see  put  back.   But  I  am  not  in  the  majority. 

Mr.  Hill.  May  I  thank  you  again,  Senator,  and  I  would  like  to  say 
if  the  bill  passes,  I  hope  it  works  out  as  well  as  yon  think  it  will. 

Senator  Anderson.  I  only  hope  it  will,  too. 

Senator  Douglas.  I  want  to  start  off  by  commending  the  witness 
for  his  candor  in  giving  not  merely  the  arithmetic  average  of  the 
assets  of  the  people  over  the  age  of  65,  but  also  the  median. 

Mr.  Hill.  Thank  you,  sir. 

Senator  Douglas.  And  there  is  a  great  difference  between  the  two. 
The  figure  for  the  arithmetic  average  is  $30,718.  That  is  derived 
by  dividing  the  total  amount  of  income  by  the  total  number  of  heads 
of  families.  Under  this  arrangement  you  could  have  one  man  owning 
$1  million,  and  32  owning  zero,  and  the  arithmetic  average  would  be 
$30,000. 

Senator  Anderson.  Senator  Douglas,  you  remember  the  famous 
example  of  the  fact  that  only  five  families  living  in  an  area,  a  certain 
area,  and  three  of  the  four  of  them  had  less  than  $1,000  a  year,  but 
one  man,  who  was  retired  down  there  from  New  York  had  an  income 
of  over  $1  million  a  year,  so  they  testified  that  the  average  income  in 
that  area  was  $200,000. 

Senator  Douglas.  Or  one  man  ate  six  meals  a  day,  and  the  second 
person  had  no  food  at  all,  and  the  two  of  them  would  have  an  average 
of  three  good  meals  a  day,  and  there  would  be  no  suffering  whatsoever. 

Now,  I  am  glad  that  you  do  use  the  median.  I  want  to  commend 
you  for  that. 

Mr.  Hill.  Thank  you,  sir. 

Senator  Douglas.  But  notice  that  the  median  is  $10,000  or  in  other 
words,  one-half  the  people  have  total  assets,  assuming  these  figures 
are  correct,  of  less  than  $10,000.  Now,  of  that  $10,000,  what  propor- 
tion consists  of  homeownership  ? 

Mr.  Hill.  I  think,  sir,  you  will  find  a  statement  of  that  in  the 
next  paragraph  where  we  talk  about  the  debts  of  older  people,  and 
I  think  it  has  been  proven  that  their  debt  load  is  unusually  small. 

Senator  Douglas.  I  am  not  speaking  of  the  debt  load,  but  speaking 
of  assets. 

Mr.  Hill.  Less  than  one-half  of  

Senator  Douglas.  I  would  be  interested  to  find  out  what  propor- 
tion of  the  aged  people  have  assets  of  less  than  $5,000.  I  think  you 
will  find  that  the  assets  of  this  group  almost  entirely  are  in  the  form 
either  of  cash  surrender  value  of  life  insurance  or  equity  in  homes. 

Now,  are  we  going  to  say  that  if  an  aged  person  has  an  attack  of 
cancer  or  paralysis  or  stroke  or  heart  disease  so  that  he  cannot  work, 
he  has  got  to  put  his  house  up  or  cash  in  on  his  life  insurance  policy  ? 
I  don't  believe  we  want  that,  we  are  trying  to  protect  homeownei^ship. 

Mr.  Hill.  On  this  point.  Senator  Douglas,  I  thing  there  are  millions 
of  Americans  who  would  like  to  see  a  bill  exactly  like  this  to  decide 
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for  us  where  exactly  the  figure  will  be,  and  then  write  a  bill  where  the 
pex3ple  should,  provide  help.  It  it  is  $5,000,  fine,  rather  than  where 
it  otight  to  be,  and  I  think  with  all  the  vast  resources  we  have  in  our 
Federal  Government,  a  study  could  be  undertaken  to  find  it  out. 

Senator  Douglas.  Your  figures  show  that  a  very  large  proportion  of 
the  p-eople  over  65  are  still  in  need.  Some  years  ago  the  income  of 
half  the  cotiples  over  the  age  of  65  was  less  than  S2,500  a.  year. 
Probably  the  figure  today  would  be  $2,700  or  $2,800,  somthing  like 
that.  Half  the  single  men  and  single  women  over  65  had  incomes  of 
less  than  $1,000  a  year,  less  than  $20  a  week. 

Mr.  Hnx.  The  figure  is  here,  sir,  at  the  top  of  page  5. 

Senator  Douglas.  What  is  that  I 

Mr.  Hill.  The  figure  is  here,  sir,  the  figure  you  are  just  mentioning. 
That  half  the  Xation's  65  and  older  families  earn  less  than  $2,875. 
This  is  a  50-percent  point  at  the  present  time,  sir. 

Senator  Douglas.  Yes. 

Mr.  Hill.  This  comes  from  the  Social  Security  Admmistration. 

Senator  Douglas.  Xow.  on  this  question  of  hospital  cGst-s,  have  you 
figures  on  the  increase  in  hospital  costs  i]i  the  United  States  in  the  last 
few  yeare  ? 

Mr.  Hill.  Tliey  are  going  up  and  up  and  up.  no  question  about  it. 
Senator  Douglas.  Tliat  is  right. 
Mr.  H^LL.  Everywhere. 

Senator  Douglas.  We  have  not  had  any  s^^stem  of  governmental 
assurance  for  hospital  costs,  but  they  are  still  going  up. 
Mr.  Hill.  Yes,  sir. 

Senator  Douglas.  I  remember  when  I  was  tijing  to  get  the  ad- 
mmistrators  at  our  hospital  at  the  University  of  Chicago  to  cut  the 
cost  per  day  below  $12.  I  thought  $12  was  too  high.  The  average 
cost  now  is  aroimd  $40. 

Mr.  Hill.  Yes,  sir. 

Senator  Douglas.  It  is  still  going  up.  So  I  do  not  know  that  you 
can  charge  all  of  this  increase  to  the  fact  that  there  is  a  big  demand 
for  hospital  sei^'ices  under  the  Canadian  system  or  imply  that  this 
necessarily  will  follow  if  we  put  in  medicare. 

Mr.  Hill.  I  thmk  the  figures  here  show  that  a  lot  of  these  though 
in  6  years  have  gone  up  3  and  4  and  5  and  6  times,  and  one  of  them 
more  than  10  times,  and  I  think  our  costs  have  not  been  comparable 
to  that. 

Senator  Douglas.  I  wonder  if  the  staff  could  not  supply  for  the 
record  the  exact  figures  on  the  increase  in  the  average  hospital  charges 
in  the  United  States  in  recent  years. 

Senator  Axdersox.  Do  we  have  it  available?  We  can  put  it  in. 
Put  it  in  the  record. 

Senator  Douglas.  I  would  like  to  have  it  in  the  record. 

Senator  Axdeesox.  It  went  from  $9  a  day  to  $40  a  day  in  this  period 
covered  by  the  study. 

Senator  Douglas.  The  staff  tells  me  the  increase  has  been  at  the  rate 
of  about  7  percent  a  year.  I  would  like  to  have  those  figures  put  in  the 
record.  Apparently  they  are  in  the  report  on  page  50.  These  are  in 
increments  per  year,  percentage  increments  per  year,  but  not  in  abso- 
lute dollars.  I  would  like  to  have  the  report  in  dollars  put  in. 


824 


SOCIAL  SECURITY 


Senator  Anderson.  We  have  a  figure  that  shows  it  goes  from  $9  a 
few  years  ago  to  $40  now — a  very  steady  increase.  We  have  that  here. 
Senator  Douglas.  Let  us  put  that  in  the  record. 
Senator  Anderson.  It  will  be  put  in  the  record. 

Senator  Douglas.  Thank  you  very  much,  Mr.  Hill,  for  a  very  able 
report,  though  it  is  too  gloomy. 

( The  information  referred  to  follows : ) 

Trends  in  Hospital  Patient-Day  Costs 


Average  hospital  ^  cost  per  patient-day 


Year 

Average  cost 
per  patient- 
day  2 

Percentage  increase  since — 

Previous  year 

1953 

1946 

1946  

$9. 39 
11.09 
13.09 
14. 33 
15.62 
16.  77 

18.  35 

19.  95 

1947   -  - 

18.1 
18.0 
9.5 
9.0 
7.4 
9.4 
8.7 

18.1 
39.4 
52.6 
66.3 
78.6 
95.4 
112.5 

1948    

1949  

1950    

1951    

1952    

1953               ^    „.   

1954  

21.76 

9.1 

9.1 

131.7 

1955  

23. 12 

6.3 

15.9 

146.2 

1956  

24. 15 

4.5 

21.1 

157.2 

1957  

26.02 

7.7 

30.4 

177.1 

1958  

28. 17 

8.3 

41.2 

200.0 

1959  

30.19 

7.2 

51.3 

221.5 

1960  

32. 23 

6.8 

61.6 

243.2 

1961  

34. 98 

8.5 

75.3 

272.5 

1962  

36.83 

5.3 

84.6 

292.2 

1963  

38. 91 

5.6 

96.0 

314.4 

1  Short  term  general  and  special  hospitals,  excluding  psychiatric  and  tuberculosis  hospitals. 

2  Represents  the  total  expense  incurred  by  hospitals  per  patient-day,  and  not  necessarily  the  charge  to 
the  patient. 

Note.— These  average  costs  are  not  uniform  throughout  the  country.  They  vary  by  type  and  size  of 
hospital,  by  geographical  area,  and  by  other  factors.  This  table  shows  that  hospital  costs  have  been  rising 
rapidly,  but  the  rate  of  rise  has  been  much  slower  during  the  last  2  years  on  record. 

Source:  Hospitals,  Journal  of  the  A.H.A.,  Guide  Issue,  pt.  2,  Aug.  1, 1964. 

Senator  Douglas.  There  is  one  further  point  I  would  like  to  make. 
You  mentioned  a  tendency  on  the  part  of  social  security  plans  to  ex- 
pand covereage,  increase  benefits,  lower  the  age  of  eligibility,  and  so 
forth,  which  tend  to  increase  liabilities  above  the  initial  estimates. 

Mr.  Hill.  Yes,  sir. 

Senator  Douglas.  I  think  this  is  true.  But  there  is  a  safety  factor 
which  you  did  not  mention ;  namely,  the  fact  that  average  income  in- 
creases under  social  security.  I  am  not  speaking  of  the  upper  limit, 
but  I  am  speaking  of  average  income,  and  as  the  average  income 
increases,  the  income  of  the  social  security  fund  increases.  This  has 
provided  a  margin  of  safety  which  has  enabled  the  improvement  in 
benefits  to  be  granted,  and  yet  for  the  reserve  to  be  large.  I  think 
the  last  time  I  looked  at  it  it  was  $22  billion. 

Senator  Anderson.  $22  billion? 

Senator  Douglas.  $22  billion. 

Some  years  ago  when  we  had  a  very  fine  Eepublican  who  was 
Under  Secretary  of  Health,  Education,  and  Welfare,  Mr.  Elliott  Eich- 
ardson,  we  were  considering  the  expansion  of  social  security.  I  ad- 
mired him  for  insisting  to  testify,  despite  the  fact  they  were  pulling 
on  his  coattails  and  trying  to  prevent  him  from  testifying,  that,  ac- 
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cording  to  his  estimates,  the  ultimate  social  security  fund  in  approxi- 
mately 50  years,  would  amount  to  $150  billion.  I  honored  him  for 
that  because  it  was  very  frank  and  honest  testimony,  and  he  gave  it 
even  though  it  did  not  coincide  with  the  wishes  of  those  who  were 
around  him.  But  even  in  this  estimate,  he  did  not  take  into  account 
this  safety  factor  of  the  increase  in  average  income.  There  is  that 
element  of  safety. 

The  Department's  Chief  Actuary,  Mr.  Myers,  has  always  been  very 
careful  in  excluding  this  safety  factor.  I  push  him  again  and  again 
on  this,  but  he  will  never  take  it  into  consideration  in  making  his  esti- 
mates. Nevertheless,  it  has  always  been  there,  and  it  is  an  important 
factor  which  has  enabled  the  social  security  fund  to  remain  solvent 
and  to  accumulate  its  reserves  despite  the  increases  in  benefits  to  which 
you  very  properly  point. 

Mr.  Hill.  I  think  the  thing,  Senator,  if  I  may  say  so.  Senator,  that 
concerns  us  most  is  the  attitude  of  some  of  the  people  very  closely  in- 
volved in  writmg  these  bills.  For  example  Under  Secretary  of  Health, 
Education,  and  Welfare  Cohen  a  few  years  ago  made  the  statement 
that  the  ideal  would  be  reached  when  social  benefit  taxes  for  every 
American  family  were  as  high  as  the  Federal  income  taxes.  This  is 
something  that  concerns  us  very  much. 

Senator  Douglas.  Well,  I  daresay  that  everyone  has  made  foolish 
statements  at  one  time  or  another  in  his  life.  [Laughter.] 

^Ir.  Hill.  With  that  I  cannot  quarrel,  sir. 

Senator  Douglas.  The  American  Medical  Association  has  made 
foolish  statements,  and  sometimes  even  private  insurance  companies 
have  made  foolish  statements,  and  I  have  got  some  of  them  in  my 
files,  but  I  do  not  believe  in  bringing  them  out  because  you  have  got  to 
allow  for  a  certain  degree  of  exaggeration  in  the  arguments  of 
human  beings,  a  certain  gilding  of  the  lily,  a  certain  degree  of  puffing 
advertising,  so  to  speak.  I  believe  the  law  permits  puffing  advertising. 

But  I  want  to  assure  you  that  is  not  the  intent  of  the  sponsors  of  this 
measure. 

Mr.  Hill.  Thank  you,  gentlemen. 

Senator  Anderson.  Thank  you  very  much.  We  will  meet  tomorrow 
morning  at  10  o'clock. 

(Whereupon,  at  1 :10  p.m.,  the  coimuittee  adjourned  to  reconvene 
at  10  a.m.  on  Friday,  May  14,  1965.) 
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FRIDAY.  MAY  14.  1965 

U.S.  Senate, 
Commitit:e  ox  Fixaxce, 

WmJimgtan,  D.C. 
The  committee  met.  piirsuant  to  recess,  at  10  a.m..  in  room  2221. 
Xevr  Senate  Office  Bnilding.  Senator  Clinton  P.  Anderson  presiding. 
Present :  Senators  Anderson,  Long.  Douglas.  Williams,  and  Cnrtis. 
Also  present :  ElizabetliB.  Springer,  chief  clerk. 
Senator  Axdersox.  The  conmiittee  will  be  in  order. 
Congressman  Emannel  Celler,  chaimian  of  the  steering  conmiittee 
of  the  Xew  York  delegation,  has  submitted  a.  written  statement  for 
the  record  in  lien  of  being  here.   His  statement  is  being  inserted  in  the 
record  today. 

(The  statement  referred  to  follows :) 

Statement  of  Coxgressmax  Emaxuel  Celleb,  of  New  Yoek 

New  York  State  has  been  engaged,  for  the  past  2  years,  in  planning:  a  compre- 
hensive pro.gram  to  meet  all  the  mental  health  nee-ds  of  the  people  through  the 
combined  efforts  of  Federal,  State,  and  loe-al  government  and  Avith  the  cooperation 
of  private  and  voluntary  agencies. 

As  a  separate,  but  coordinated  effort  of  the  overall  planning,  an  86-member 
committee  has  been  carrying  on  a  statewide  mental  retiirdation  planning  effort 
since  June  1964  under  a  1  year.  $60,000  grant  from  the  Federal  G-overnment.  In 
contrast,  mental  health  planning  has  gone  forward  under  two  annual  Federal 
grants  totaling  more  than  $500,000. 

Mental  retardation  affects  about  3  percent  of  the  entire  population.  Ba.sed  on 
this  premise,  it  has  been  estimated  that  the  number  of  mentally  retarded  in  Xew 
York  State  was  500. CKX)  in  19^3  and  it  is  anticipated  this  will  rise  to  nearly  600.000 
in  1975  and  700,000  in  1990.  Above  and  beyond  the  specialized  programs  required 
by  some,  the  goal  of  both  immediate  and  future  planning  for  these  mentally 
handicapped  is  a  complete  and  closely  interrelated  range  of  services,  similar  to 
those  provided  for  other  members  of  society,  that  will  permit  them  to  remain 
in  the  community. 

As  a  result  of  the  shorter  planning  period,  however,  mental  retardation  efforts 
on  a  comprehensive  basis  in  Xew  York,  as  well  as  throughout  the  Xation.  have 
lagged  far  behind  the  mental  illness  component  in  the  total  mental  health  pro- 
gram. In  a  State  of  the  size  and  complexity  of  Xew  York  the  task  of  identifying 
gaps  in  existing  services  and  determining  future  programs  is  staggering. 

While  some  definitive  recommendations  will  be  forthcoming  in  the  initial  report 
of  the  statewide  planning  committee,  there  is  a  clear  need  for  a  number  of  special 
in-depth  studies  which  cannot  conceivably  be  carried  out  in  the  period  for  which 
planning  funds  are  now  available.  At  best,  these  recommendations  will  be  but 
a  beginning.  The  challenging  task  of  providing  maximum  care  for  these  less 
fortunate  State  citizens  requires  a  continuation  of  federally  supported  planning 
efforts. 

Senator  Axdersox.  The  first  witness  is  William  C.  Fitch,  American 
Association  of  Retired  Persons  and  Xational  Eetired  Teachers. 
Mr.  Fitch. 
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STATEMENT  OF  WILLIAM  C.  FITCH,  EXECUTIVE  DIRECTOR,  NA- 
TIONAL RETIRED  TEACHERS  ASSOCIATION,  AMERICAN  ASSO- 
CIATION OF  RETIRED  PERSONS;  ACCOMPANIED  BY  ERNEST 
GIDDINGS,  LEGISLATIVE  REPRESENTATIVE  OF  THE  ASSOCIATION 

Mr.  Fitch.  Mr.  Chaimian  and  distinguished  members  of  the  Sen- 
ate Finance  Coromittee,  my  name  is  William  C.  Fitch.  I  am  the  ex- 
ecutive director  of  the  National  Retired  Teachers  Association  and  the 
American  Association  of  Retired  Persons.  With  me  is  Mr.  Ernest 
Oiddings  who  is  the  legislative  representative  of  the  associations. 

The  combined  membership  of  our  associations  totals  almost  1  mil- 
lion individuals  55  years  of  age  or  older.  The  associations  are  non- 
profit, nonpartisan,  and  are  dedicated  to  promoting  age  as  an  achieve- 
ment, encouraging  and  creating  opportunities  for  purposeful  living 
throughout  the  later  years,  and  to  maintaining  independence  and  dig- 
nity as  the  right  of  all  citizens,  including  the  18  million  older  Ameri- 
cans in  our  population  today. 

Our  longtime  interest  in  the  health  and  welfare  of  older  persons 
is  documented  by  the  fact  that  the  National  Retired  Teachers  Asso- 
ciation pioneered  the  first  health  insurance  program  for  persons  over 
65  that  had  no  age  limit,  could  not  be  canceled,  and  required  no  physi- 
cal examination. 

Our  drug-by-mail  service  has  filled  over  2  million  prescriptions  of 
our  members  at  considerable  savings.  Our  entire  service  program  is 
designed  to  assist  and  encourage  older  persons  to  help  themselves  and 
each  other. 

We  have  favored  a  national  health  insurance  program  and  in  her 
testimony  before  the  House  Ways  and  Means  Committee  in  July  of 
1959,  the  president  and  founder  of  our  associations,  Dr.  Ethel  Percy 
Andrus,  urged  "the  best  medical  coverage  for  that  portion  of  our  pop- 
ulation— men  of  65  or  over  and  women  62  or  over — which  is  not  eligi- 
ble for  and/or  being  served  by  public  assistance  in  its  medical  care 
program." 

The  National  Retired  Teachers  Association  and  the  American  Asso- 
ciation of  Retired  Persons  have  maintained  that  health  insurance  leg- 
islation adopted  by  the  Congress  should  take  into  consideration  (1) 
the  dignity  and  independence  of  the  aged;  (2)  the  hospital,  health, 
and  medical  needs  of  all  the  aged;  (3)  the  valuable  experience  private 
companies  have  gained  in  the  field  of  health  insurance;  and  (4)  the 
mamtenance  of  the  actuarial  soundness  of  the  social  security  program. 

Because  H.R.  6675  meets  most  of  these  aims,  I  welcome  this  op- 
portmiity  to  say  that  our  associations  are  in  basic  accord  with  the 
provisions  of  the  bill  and  urge  early  enactment  by  the  Congress. 

Our  support  of  the  bill  does  not  imply  complete  accord  with  all 
of  its  provisions,  several  of  which  I  would  like  to  call  to  your  attention 
for  possible  consideration  in  drafting  the  final  bill. 

Under  Part  B:  Supplementary  Health  Insurance  Benefits  to  the 
Aged  there  is  established — 

a  voluntary  insurance  program  to  provide  health  insurance  benefits  for  individ- 
uals 65  years  of  age  or  over  who  elect  to  enroll  under  such  a  program  to  be 
financed  from  premium  payments  by  enrollees  together  with  contribution  from 
funds  appropriated  by  the  Federal  Government. 
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This  section  is  not  tmderstood  by  most  persons  and  implies  a  freedom 
of  choice  among  carriers  of  private  insurance  which  is  not  the  intent 
of  the  bill  as  presently  written. 

We  would  urge  that  the  individual  be  permitted  the  opportunity  to 
make  a  selection  of  a  private  msurance  carrier  from  among  those  ap- 
proved by  the  Secretary  of  Health,  Education,  and  Welfare,  similar 
to  the  plan  now  otfered  to  retired  civil  service  employees. 

As  more  of  our  members  become  familiar  with  the  details  of  H.R. 
6675.  we  are  being  requested  to  call  your  attention  to  that  section  of 
the  bill  wliich  denies  them  the  3  percent  of  their  adjusted  gross  income 
Avhich  is  permitted  as  a  deductible  expense  for  medical  care  for  income 
tax  purposes.  To  the  elderly  who  have  been  able  to  claim  this  dedtic- 
tion  for  medical  expenses,  this  is,  and  I  quote  from  one  of  the  letters, 
"giving  with  one  hand  and  taking  it  away  with  the  other."  We  would 
ask  that  you  review  the  section  on  medical  expense  dedtiction  and  elim- 
inate the  3-percent  limitation. 

It  is  obvious  that  a  program  of  such  magnitude  cannot  anticipate 
all  of  the  details  necessaiy  to  implement  each  of  the  provisions.  We 
are  well  aware  that  stich  items  as  "utilization  review,"  ''reasonable 
cost."  "'spell  of  illness,*'  and  many  other  definitions  must  be  worked  out 
with  those  who  are  best  informed.  To  the  extent  that  our  associations 
with  their  publications,  responsible  local  units  and  chapters  through- 
out the  Xation  and  almost  1  million  articulate  members  can  be  helpful 
in  rendering  a  national  service  in  the  implementation  of  this  legisla- 
tion, we  are  prepared. 

It  is  not  my  intention  to  refer  to  Title  III :  Social  Security  Amend- 
ments as  a  postscript  to  this  testimony  on  H.R.  6675.  We  are  aware 
that  several  of  our  proposals  have  long-range  sigiiificance.  We  are 
deeply  concerned  that  certain  provisions  of  this  legislation  do  not  take 
into  consideration  all  of  the  relevant  facts  which  are  necessary  to  pro- 
duce legislation  which  will  effectively  mitigate  the  social  and  economic 
problems  with  which  this  legislation  is  concerned.  We  believe  that 
certain  provisions  in  this  legislation  only  partially  deal  with  problems 
of  vital  importance  to  the  Xation's  older  citizens. 

H.R.  6675  provides  for  a  basic  benefit  of  $35  for  certain  persons  age 
72  or  over  who  have  a  minimum  of  three  quarters  of  coverage. 

At  present  there  are  about  1.5  million  persons  age  72  or  over  who 
are  excluded  from  social  security  benefits  primarily  because  their  work- 
ing life  was  completed,  or  substantially  completed,  before  social  se- 
ctirity  coverage  was  extended  to  their  former  work.  Many  of  these 
people  have  less  than  six  quarters  of  coverage.  Many  have  no  quarters 
of  coverage.  Most  of  these  people  have  not  qualified  and  will  not  be 
able  to  qualify  for  social  security  because,  after  social  security  coverage 
was  extended  to  their  former  work,  they  have  been  unable  and  axe 
miable  to  work  long  enough  to  acquire  the  necessary  quarters  of  cover- 

Death  will  eliminate  this  discrimination  if  the  Congress  does  not. 
We  believe  that  a  more  just,  equitable,  and  a  more  American  way  to 
deal  with  this  problem  is  for  Congress  to  act  now  to  provide  social 
security  covera.o:e  for  these  people. 

This  legislation  is  laudable  in  that  it  apparently  recognizes  most  of 
these  facts,  but  it  can  be  criticized  in  that  it  fails  to  go  as  far  as  the 
facts  indicate  it  shottld. 
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Persons  72  or  over  with  a  minimum  of  three  quarters  of  coverage 
should  be  given  social  security  benefits,  as  this  legislation  provides,  be- 
cause of  their  past  and  present  limited  opportunity  to  get  the  now  re- 
quired six  quarters  of  coverage,  and  because  some  of  these  people  have 
contribtued  as  much  as,  or  more  than,  persons  now  receiving  benefits. 
But  we  also  believe  that  those  persons,  with  three  or  less  or  no  quarters 
of  coverage  who  also  had  a  limited  or  no  opportunity  to  achieve  an  in- 
sured status,  should  also  be  given  a  similar  benefit.  There  seems  to  be 
only  a  partial  recognition  of  the  pertinent  facts  when  it  is  realized  that 
this  legislation  gives  a  basic  benefit  to  those  who  had  a  limited  oppor- 
tunity to  achieve  an  insured  social  security  status  while  those  who  liad 
or  have  no  opportunity  at  all  to  achieve  an  insured  status  get  nothing. 

Logically,  it  would  seem  that  all  persons  who  have  been  discriminated 
against,  inadvertently  or  not,  should  be  entitled  to  the  basic  benefit 
granted  by  this  legislation. 

Congress  has  alread}^  recognized  a  certain  responsibility  to  these 
persons  by  the  approval  of  the  House  this  year  and  the  Senate  last  year 
of  a  health  program  for  all  persons  65  or  over.  A  complete  fulfillment 
of  this  responsibility  can  be  attained  by  legislation  which  would  pro- 
vide benefits  for  all  persons  72  or  over.  For  many  of  these  persons  72 
or  over,  such  legislation  would  mean  receiving  an  income  with  dignity 
and  self-respect  rather  than  receiving  an  income  with  a  welfare  stioina. 

Estimates  prepared  by  the  Social  Security  Administration,  Division 
of  the  Actuary,  reveal  that  legislation  which  would  grant  a  benefit  of 
$42  a  month  to  all  persons  72  or  over  in  a  "transitional"  or  eventual 
"washing-out"  basis  and  which  would  be  financed  by  transfers  from 
the  general  funds  of  the  Treasury  is  actuarial^  feasible.  This  pro- 
posal, which  is  essentially  the  legislation  proposed  by  Congressman 
John  W.  Byrnes  in  1964,  has  been  condensed  and  put  into  table  form 
by  our  staff.  This  table  can  be  found  on  the  last  page  of  this  testimony 
for  inclusion  in  the  record. 

Congress  would  not  be  without  precedent  if  all  persons  72  or  over 
would  be  granted  a  basic  benefit.  When  the  Railroad  Retirement  Act 
was  passed  in  1935,  it  included  all  retired  railway  workers  within  its 
provisions  for  immediate  benefits  and  the  then  current  employees  and 
employers  carried  the  necessary  cost. 

Taking  all  of  the  facts  and  equities  into  consideration,  it  seems 
unjust  that  the  legislation  before  this  committee  does  not  make  more 
comprehensive  provision  for  all  persons  72  or  over  who  are  not  now 
eligible  for  social  security  benefits.  More  comprehensive  legislation 
would  give  a  more  just  and  equal  treatment  to  a  deserving  group  of 
older  citizens  who  have  struggled,  and  who  are  struggling,  to  maintain 
their  independence  and  dignity  during  a  period  of  rising  living  costs. 

H.R.  6675  provides  a  7-percent  across-the-board  benefit  increase 
effective  retroactively  beginning  January  1965,  a  minimum  increase  of 
$4  for  retired  workers  at  age  65. 

From  the  many  letters  we  receive,  our  members  are  all  too  aware 
that  the  last  adjustment  in  social  security  benefits  was  enacted  in  1958. 
XRTA  and  AARP  are  also  aware  that,  taking  all  facts  into  consider- 
ation, the  benefit  increase  proposed  in  H.R.  6675  appears  to  be  minimal. 

Since  the  last  benefit  increase,  the  cost  of  living  index  has  risen 
9  percent.    The  cost  of  medical  care  has  increased  by  20  percent. 


SOCIAL  SECURrXY 


831 


Since  the  liu^pital  and  health  insurance  provisions  of  H.R.  6675  do 
not  cover  drugs  except  those  covered  under  the  basic  health  insurance 
■plan,  (3ASI)I  beneficiaries  will  continue  to  bear  the  burden  of  increas- 
ing drug  costs.  Since  the  aged  spend  more  on  drugs  than  other 
persons,  it  should  be  realized  that  even  the  9-percent  increase  in  all 
prices  is  not  a  good  standard  to  use  for  the  determination  of  an  appro- 
priate increase  in  social  security  benefits. 

The  Advisory  Council  on  Social  Security  has  made  a  proposal  for 
a  benefit  increase  that  would  average  about  15  percent  which  would 
take  into  consideration  past  price  and  wage  increases.  Because  of  the 
increase  in  the  cost  of  living  since  this  proposal  was  made,  even  this 
proposed  benefit  increase  would  have  to  be  increased  from  15  to  17 
percent. 

This  proposal  seems  very  feasible  and  we  respectfully  urge  the 
committee  to  give  it  the  consideration  it  deserves. 

Taking  into  consideration  the  above  facts,  and  the  usual  interim 
period  of  4  to  6  years  between  OASDI  benefit  adjustments  in  the 
program,  a  10-percent  across-the-board  increase  with  a  minimum  in- 
crease of  $6  seems  more  realistic  and  would  be  considerably  more 
just  and  meaningful  to  the  older  American  living  on  social  security 
income. 

H.R.  6G75  liberalizes  the  earnings  limitation  in  the  social  security 
law  by  providing  for  a  $1  reduction  in  benefits  for  each  S2  of  earnings 
betAveen  Sl,200  and  $2,400. 

Benefits  would  be  reduced  $1  for  every  $1  of  earnings  above  $2,400. 

XRTA  and  AARP  believe  that  both  the  present  and  proposed 
^earnings  limitations  place  too  many  restrictions  on  the  older  citizen 
receiving  OASDI  benefits.  This  conclusion  is  supported  from  the 
letters  we  receive  from  our  members. 

Persons  receivmg  minimmn  yearly  benefits  of  $480  under  present 
law  can  only  earn  $1,2(X)  which  gives  them  a  yearly  combined  income 
of  $1,680  without  a  reduction  m  benefits.  Under  the  proposed  benefit 
hicrease,  a  pei-son  receiving  minimum  yearly  benefit  could  have  a 
combined  earned  and  social  security  income  of  81,7::^  without  a  re- 
duction ui  benefits.  According  to  the  latest  "poverty  level''  estimates, 
these  persons  are  about  $200  above  the  poverty  Ime  for  individuals,  but 
this  does  not  mean  that  these  pei-sons  have  an  adequate  income  when 
it  is  realized  that  1  out  of  3  pei^ons  65  or  over  is  supporting  an  aged 
relative  who  may  or  may  not  have  an  income.  Xor  does  it  mean  that 
OASDI  beneficiaries  have  an  income  that  will  enable  them  to  main- 
tain their  dignity  and  self-respect.  The  "dignity  and  mdependence 
level,"  if  we  may  also  coin  a  phrase,  for  the  older  citizen  is  a  factor 
to  be  considered  apart  from  the  so-called  poverty  level. 

Furthermore,  the  extent  of  the  present  discrimination  against  earned 
income  is  unjust  as  it  places  too  high  a  penalty  on  the  independence  of 
the  older  citizen.  It  seems  imfair  that  a  pei^on  who  is  forced  to  work 
to  supplement  his  social  security  income  should  be  penalized  to  the 
extent  he  is  under  present  law,  while  those  pei'sons  receiving  an 
interest,  dividend,  or  rental  income,  are- not. 

Furthermore,  under  the  present  or  proposed  earnmgs  Ihnitation, 
the  older  citizen  has  or  would  have  little  incentive  to  contribute  to 
the  national  economy  as  well  as  to  make  a  more  satisfying  life  of 
productivity  for  himself. 
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We  are  aware  that  the  earnings  limitation  might  be  necessary  for 
a  retirement  system  that  is  supposed  to  replace  earned  income.  Even 
if  this  is  so,  this  consideration  must  yield  at  least  a  little  when  over- 
ridmg  inequities  arise.  For  this  reason,  we  feel  that  this  rationale 
of  replacing  lost  earned  income  must  yield  when  it  is  realized  that  the 
rationale  (1)  is  preventing  certain  persons  from  attaining  a  level 
of  income  necessary  for  an  adequate  standard  of  living;  (2)  is  pre- 
venting certain  persons  from  performing  necessary  and  productive 
work;  (3)  is  causing  an  umiecessary  discrimination  against  a  type  of 
income;  and  (4)  is  unfair  because  lost  income  is  not  adequately  re- 
placed by  social  security  income. 

Taking  all  of  these  factors  into  consideration,  NRTA  and  AARP 
feel  that  increasing  the  earnings  limitation  to  permit  earnings  up  to 
$1,500  without  a  reduction  in  benefits  would  be  reasonable  and  just. 

H.R.  6675  provides  for  the  payment  or  the  continued  payment  of 
benefiits  to  the  divorced  aged  woman  on  the  basis  of  her  former  hus- 
band's earnings  if  certain  conditions  have  been  met.  H.R.  6675 
further  provides  that  a  woman  whose  rights  to  benefits  as  a  widow, 
divorced  wife,  surviving  divorced  wife,  or  surviving  divorced  mother 
were  terminated  because  she  remarried,  will  have  her  former  benefit 
rights  restored  if  her  second  marriage  ends  in  divorce  after  less  than 
^0  years.  These  provisions  are  laudable,  but  they  do  not  go  as 
far  as  logic  and  other  considerations  compel. 

As  it  is  not  uncommon  for  a  marriage  to  end  in  divorce  after  many 
years,  when  the  wife  is  too  old  to  build  a  substantial  earnings  record,  it 
has  become  necessary  to  m.ake  provision  for  the  aged  divorced  woman 
comparable  to  the  provisions  in  present  law  that  permit  a  widow  to 
receive  widow's  benefits  upon  the  death  of  her  husband.  H.R.  6675 
makes  this  provision,  but  like  present  law,  it  does  not  take  into  con- 
sideration the  financial  plight  of  the  divorced  woman  and  the  aged 
widow  who  contemplate  remarriage. 

H.R.  6675  and  the  present  law  place  a  restriction  upon  the  remar- 
riage of  the  aged  divorced  woman  and  aged  widow  by  providing  that  a 
divorced  woman  or  widow  cannot  continue  to  receive  benefits  on  their 
former  husbands'  earning  record  if  they  remarry. 

Present  law  and  H.R.  6675  force  and  would  force  many  elderly 
couples  into  socially  undesirable  relationships  because  in  many  cases 
the  aged  divorced  woman  and  aged  widow  and  their  prospective  hus- 
bands cannot  and  could  not  afford  to  live  on  the  income  they  would  have 
if  they  remarry  or  remarried,  since  the  widow  or  the  divorced  woman 
would  lose  her  social  security  benefits. 

A  m-ore  desirable  solution  to  this  problem  would  be  legislation  that 
would  enable  the  aged  divorced  woman  or  aged  widow  to  continue 
to  receive  benefits  based  upon  her  former  husband's  earning  record  if 
upon  her  remarriage  she  is  not  entitled  to  comparable  benefits  based 
upon  her  husband's  earning  record.  Legislation  of  this  type  would 
permit  elderly  couples  to  marry  and  to  retain  their  past  standard  of 
living  rather  than  forcing  them  into  socially  and  economically  un- 
desirable living  situations. 

(Th©  proposal  referred  to  follows:) 


SOCIAL   SECURITY  833 


Blanketing  in  proposal^ 


Quarters  of  coverage  required,  if  any 

Benefit  disbursements 

Reimbursement  from 
general  revenues  - 

Quarters  reQuired 
for  benefit  (men) 

If  age  72  is 
attained  in— 

Quarters  re- 
Quired  for 
benefit 
(women) 

Amount 

X  ear 

Amount 

I  car 

0  

1966 
1967 
1968 
1969 
1970 
1971 
1972 

0 
0 
6 

(3) 
(3) 
(3) 
(3) 

Millicms 
$730 
590 
280 
90 
25 
5 

1966 
1970 
1975 
1980 
1985 
1990 

1966 
1967 
1668 
1969 
1970 
1971 
1972 

Millions 

$825 
50 
50 
50 
50 
50 
0 

0  

6  

8  

10  

12  

(3)  

I  Figures  based  on  memorandum  prepared  bv  Social  Security  Adm-inistration,  Division  of  the  Actuary, 
1964. 

*  Proposal  would  be  partially  financed  by  transfers  from  the  general  fimds  of  the  Treasury  to  the  0  ASDI 
trust  fund  of  an  amount  for  each  beneficiary  imder  the  proposal  equal  to  the  total  of  the  combined  employer- 
employee  contributions,  plus  accumulated  interest  at  3  percent,  that  would  have  been  payable  from  Jan. 
1, 1961,  through  Dec.  1, 1965 — or  if  later,  up  to  the  beginning  of  the  year  in  which  the  beneficiary  attained  age 
72— as  though  the  individual  had  been  covered  under  OASDI  throughout  the  period  at  a  level  of  monthly 
wages  of  $67  (largest  average  monthly  wage  that  will  produce  a  benefit  of  S42  a  month).  The  balance  of  the 
cost  of  these  blanketing  in  payments  would  be  absorbed  in  the  general  financing  of  the  system. 

3  Same  as  now  reqiiired  by  law. 

Senator  Long  (presiding) .  Let  me  say  I  agree  with,  you  we  ought 
to  have  some  increase  in  this  earnings  limitation. 

Senator  Douglas  has  been  a  big  advocate  of  that  and  also  Senator 
Anderson  has  joined  me  in  advocating  that. 

And  I  hope  we  will  be  able  to  do  something. 

Mr.  Fitch.  Only  one  other  item,  this  must  have  been  an  oversight, 
that  is  when  this  denies  the  widow  who  remarries  the  right  to  continue 
her  social  security  benefits. 

Senator  Andeesox.  Do  you  think  it  was  an  oversight  when  they 
discussed  it  for  about  2  days  ? 

Mr.  Fitch.  Well,  we  see  it  from  another  angle.  From  the  older 
persons  point  of  view  when  their  combined  income,  when  they  marry, 
doesn't  provide  a  standard  of  living  so  they  can  continue  to  live 
decently — at  least  we  have  been  told — we  are  encouraging  a  social 
condition  that  probably  isn't  desirable  and  so  we  think  this  ought  to 
be  looked  into  in  teiTQS  of  what  the  combined  income  might  be  before 
we  decide  to  

Senator  Long.  Do  you  think  we  are  discouraging  remarriage? 

Mr.  Fitch.  I  don't  know  whether  we  are  discouraging  it  but  we  are 
encouraging  other  combinations. 

Senator  Long.  I  see. 

AVe  will  take  a  look  at  it. 

Senator  Axdeesox.  There  is  a  quotation  that  it  is  always  to  woo  and 
never  to  wed. 

Mr.  Fitch.  As  a  matter  of  fact,  they  have  developed  a  ceremony 
they  say  for  some  of  the  groups  in  Florida  which  they  call  a  form  of 
ceremony  for  living  together,  and  this  is  with  the  understanding  that 
if  the  social  security  law  changes  they  will  go  to  the  justice  of  the  peace 
and  take  care  of  the  arrangement. 

[Laughter.] 

Senator  Long.  Make  it  official. 

Mr.  Fitch.  That  is  right.  Make  it  official. 
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We  do  appreciate  having  the  opportunity  to  come  before  you  and  if 
I  might  summarize  what  I  think  is  the  most  important  part  

Senator  Long.  Let  me  ask  you,  is  that  actually  the  case  in  Florida, 
do  they  have  such  a  ceremony  in  Florida  ^ 

Mr.  Fitch.  I  am  not  sure.  I  have  a  page  here  that  tells  the  pro- 
cedure that  might  be  followed.   I  might  include  it  in  the  record. 

Senator  Long.  What  I  have  in  mind  is  that  I  may  have  the  burden 
one  of  these  days  of  debating  against  the  McCarthy  amendment  which 
undertakes  to  say  that  all  single  people  over  the  age  of  35  are  to  be 
treated  as  heads  of  household  for  tax  purposes  which  means  they  would 
l3e  treated  as  though  they  could  split  their  income  with  a  person  who 
doesn't  exist,  and  that  would  tend  to  discourage  marriage,  and  I  would 
like  to  have  that  form  available  just  to  use  it  in  that  particular  debate 
as  well  as  this  one. 

Mr.  Fitch.  Eight. 

(The  material  referred  to  follows : ) 

The  Form  of  Soi^mnization  of  Living-Together 
pen -ultimate 

At  the  day  and  time  appointed  for  Solemnization  of  Living-Together,  the  Per- 
sons to  live-together  shall  come  into  the  Living-Together  Service  Center  with 
their  friends  and  neighbours ;  and  there  standing  together,  the  Man  on  the  right 
hand,  and  the  Woman  on  the  left,  the  Senior  Citizens'  Service  C enter  Senior 
Member  shall  say: 

Dearly  beloved,  we  are  g-athered  together  here  in  the  sight  of  these  witnesses 
and  out  of  the  sight  of  the  Social  Security  administrators,  to  permit  the  live- 
together  of  this  Man  and  this  Woman  in  a  relatively  honourable  estate,  insti- 
tuted by  Florida  Senior  Citizens,  signifying  the  practical  exigencies  of  life  be- 
twixt and  between  the  Social  Security  checks  and  the  understandable  desire  for 
liuman  companionship :  which  estate  has  been  honoured  by  the  long  tradition  of 
Common  Law  and  is  to  be  held  honourable  among  all :  and  therefore  is  not  by 
any  to  be  approached  lightly.  Into  this  estate  these  two  persons  present  come 
now  to  be  regularized.  If  any  man,  other  than  a  government  employee,  can 
show  just  cause  why  they  may  not  undertake  to  live-together,  let  him  now  si)eak. 
or  else  hereafter  for  ever  hold  his  peace. 

And  also  speaking  unto  the  Persons  who  are  to  begin  living-together,  he  shall 
say: 

I  require  and  charge  you  both,  that  if  the  Social  Security  laws  are  changed 
to  permit  the  woman  to  receive  her  share  of  her  monthly  income  as  widow's  bene- 
fit despite  her  remarriage  in  the  eventide  of  life,  ye  will  present  the  Certificate 
for  Living-Together  at  the  County  Clerk's  ofl5ce  in  exchange  for  a  Marriage 
License  and  will  then  report  to  a  Justice  of  the  Peace  or  a  Minister  of  the  Gospel 
to  be  joined  in  Holy  Matrimony. 

He  shall  then  say  to  the  Man: 

(Name.)  Wilt  thou  have  this  Woman  to  be  thy  living-together  partner,  to  live- 
together  after  the  manner  of  our  agreement  this  day,  in  the  estate  of  living- 
togetherness?  Wilt  thou  love  her,  comfort  her,  honour,  and  keep  her  in  sickness 
and  in  health  until  legislation  is  passed  which  would  permit  you  to  marry? 

The  Man  shall  a/nswer: 

I  will. 

Then  shall  the  Senior  Member  say  unto  the  Woma/n: 

(Name.)  Wilt  thou  have  this  Man  to  be  thy  living-together  partner,  to  live- 
together  after  the  manner  of  your  agreement  this  day,  in  the  estate  of  living- 
togetherness?  Wilt  thou  love  him,  comfort  him,  honour,  and  keep  him  in  sick- 
ness and  in  health,  and  wilt  thou  share  thy  Social  Security  Widow's  Benefits  with 
him  until  that  day  when  ye  can  share  such  benefits  in  holy  wedlock? 

The  Woman  shall  answer: 

I  will. 

Th  en  shall  the  Senior  Member  sa/y: 
Who  endorseth  this  action? 
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Then  shall  all  Senior  Citizens  say: 
We. 

The7i  shall  the  Man  and  the  Woman  exchange  keys  to  each  other  s  Safety  De- 
posit Boxes.    Then  the  Senior  Member  shall  say: 

I  now  announce  that  you  may  begin  living-together,  with  all  right  and  priv- 
ileges attendant  thereto,  including  the  right  to  lobby  for  change  in  Social  Security 
legislation  and  the  right  to  continue  criticizing  the  adjustability  and  flexibility 
of  moral  standards  in  the  Younger  Generation.    Xow  let  us  cut  the  cake- 

Senator  Long.  Senator  Anderson  ? 

Senator  Anderson.  You  used  one  phrase  that  bothers  me  a  little  bit. 

You  say  that  if  they  granted  $i2  a  month  for  all  persons  72  or  over 
on  a  transitional  or  a  washout  basis,  if  it  would  be  financed  from  gen- 
eral fimds  from  the  Treasury  it  would  be  actuarially  feasible. 

What  do  you  mean  by  that,  ''actuarially  feasible,*'  I  thought  that 
meant  you  had  income  and  outgo  and  they  balanced. 

Mr.  Fitch.  According  to  the  way  it  was  developed,  the  amount  of 
money  involved  in  tliis  over  the  long  period  of  time  would  actually 
cancel  itself  out — the  amount  of  money  being  given  to  these  individ- 
uals at  the  present  time.  I  think  it  may  take  away  from  welfare  pay- 
ments they  are  getting.  It  may  balance  it  out  in  a  different  account 
here.  But  actually  not  much  more  money  would  be  involved  in  mak- 
ing it  available  this  way  than  they  are  now  receiving  through  the 
welfare  programs. 

Senator  Anderson.  I  understand  eventually  it  might  disappear  but 
you  say  ''actuarially  feasible." 

Mr.  Fitch.  Well,  this  is  the  phrase  we  are  quoting  from  those  who 
have  indicated  that,  wliile  they  may  be  getting  it  under  welfare  at  the 
present  time,  if  they  were  receiving  tliis  as  blanketing  in  under  a  social 
security  program  probably  would  not  cost  any  more,  or  as  much,  be- 
cause you  wouldn't  have  the  additional  administrative  costs  and  that, 
probably,  actuarially  it  is  not  more  expensive. 

Senator  Anderson.  You  want  to  raise  the  amount  of  earnings  from 
$1,200  to  $2,400  ? 

Mr.  Fitch.  We  are  indicating  $1,500  without  any  deduction  and 
$1  without  every  $2,  so  they  would  be  able  to  earn  up  to  what  has  been 
called  the  $3,000  poverty  level.  We  think  that  since  $3,000  had  been 
decided  as  the  poverty  line  any  timi.e  we  withhold  money  from  an  in- 
dividual who  has  the  incentive  to  work  after  65,  any  time  the  combined 
earnings  with  their  social  security  is  less  than  $3,000  we  think  we  are 
not  being  inconsistent  with  $3,000  as  the  poverty  line. 

We  think  they  should  be  able  to  combine  their  earnings  with  their 
social  security  up  to  the  amount  of  $3,000  before  any  deductions  are 
made. 

Senator  Douglas.  But  $3,000  is  a  poverty  level  for  a  family,  not  for 
a  single  person. 

Mr.  Fitch.  That  is  right. 

Senator  Anderson.  Isn't  this  available  to  people  still  working?  It 
would  cost  a  very  substantial  amount  of  money  and  probably  would 
tend  to  cut  down  on  other  people's  benefits.  This  is  primarily  for  peo- 
ple still  working,  isn't  it  ? 

Mr.  Fitch.  No.  We  found  from  our  members  that  this  earnings 
limitation  is  a  real  handicap  to  any  acceptance  of  a  job  after  65.  You 
know  that  sometimes  the  job  opportunities  are  very  limited  for  older 
persons,  but  also  the  earnings  limitation  very  often  is  the  thing  that 
has  deprived  them  of  the  job  opportunity. 
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Senator  Anderson.  That  is  all. 

Senator  Long.  I  want  to  ask  you  about  one  or  two  things  in  your 
statement. 

You  indicated  that  there  had  been  a  9-percent  increase  in  the  cost 
of  living  but  actually  medical  expenses  are  a  substantial  part  of  the 
budget  of  an  aged  person,  on  the  average,  and  in  view  of  the  fact  that 
we  are  providing  in  this  bill  a  major  amount  of  medical  assistance  for 
the  aged  persons,  doesn't  this  bill  actually  amount  to  more  than  a 
9-percent  increase  in  social  security  benefits 

Mr.  Fitch.  This  was  the  question  I  was  raising  along  the  way  as  we 
were  talking  about  some  of  the  percentages  that  have  been  discussed, 
7,  9,  even  15, 17  percent.  I  think  perhaps  to  the  extent  that  the  medi- 
care program  or  the  health  insurance  program  could  be  measured  in 
terms  of  percentage  there  could  be  a  proportional  decrease  in  the 
amount  of  the  overall  increase. 

But  I  think  this  was  not  taken  into  consideration  at  the  time  these 
other  percentages  were  arrived  at. 

Senator  Long.  Now,  that  is  all. 

Senator  Douglas  ? 

Senator  Douglas.  No  questions. 

Senator  Long.  Thank  you  very  much. 

Mr.  Fitch.  Thank  you  very  much.   I  appreciate  this  opportunity. 

Senator  Long.  The  next  witness  will  be  Mr.  Charles  I.  Schottland, 
of  the  American  Public  Welfare  Association. 

Mr.  Schottland,  we  are  happy  to  see  you  here  today.  I  can  recall 
the  days  when  you  worked  with  this  committee  as  the  Commissioner 
of  Social  Security  in  helping  us  to  write  public  welfare  and  social  secu- 
rity 1  aw  and  we  are  happy  to  have  you  bef  ore  us  today. 

STATEMENT  OF  CHARLES  I,  SCHOTTLAND,  EEPRESENTING  THE 
COMMITTEE  ON  PUBLIC  WELEAEE  POLICY  OE  THE  AMERICAN 
PUBLIC  WELFARE  ASSOCIATION 

Mr.  Schottland.  Thank  you,  Mr.  Chairman. 

It  is  a  pleasure  to  be  here,  and  to  be  with  this  committee  again.  I 
liave  had  the  opportunity  of  testifying  before  this  committee  for  over 
30  years  now  in  my  various  capacities  as  director  of  the  State  depart- 
ment of  California  as  well  as  Commissioner  of  Social  Security. 

Senator  Long.  That  would  qualify  you  as  a  witness.  The  ques- 
tion is  do  you  have  anything  new  to  add  to  what  you  told  us  in  the  last 
30  years? 

fLaughter.] 

Senator  Douglas.  I  would  like  to  say  to  my  colleague  what  Dr. 
iSamuel  Johnson  said  once:  "Men  need  not  so  much  to  be  informed 
as  to  be  reminded." 

Mr.  Schottland.  With  me  is  Mr.  Guy  Justis,  director  of  the  Ameri- 
can Public  Welfare  Association. 

Mr.  Chairman,  and  members  of  the  committee,  my  name  is  Charles 
I.  Schottland.  As  a  member  of  the  Committee  on  Public  Welfare 
Policy  of  the  American  Public  Welfare  Association,  I  am  representing 
that  organization  here  today.  I  am  dean  of  the  Florence  Heller  Grad- 
uate School  for  Advanced  Studies  in  Social  Welfare,  Brandeis  Uni- 
versity. 


SOCIAL  SECURITY 


837 


From  1954  through  1958,  I  was  Commissioner  of  Social  Security  in 
the  Department  of  Health,  Education,  and  Welfare.  Prior  to  that, 
I  was  the  director  of  the  California  State  Department  of  Social  Wel- 
fare. I  have  been  engaged  in  social  welfare  programs  involving  medi- 
cal care  since  1927 — in  State,  local,  and  private,  as  well  as  Federal, 
programs.  My  experience  has  not  been  confined  to  administrative 
work  in  a  home  office  remote  from  the  people  being  served.  I  have 
handled  many  an  individual  case  and  dealt  face-to- face  with  people 
in  need  of  help. 

Over  the  years  I  have  had  firsthand  acquaintance  with  the  problems 
older  people  face  in  meeting  the  momiting  costs  of  health  care.  The 
subject  of  your  hearings  is,  therefore,  of  special  interest  to  me  person- 
ally, as  well  as  the  organization  I  represent. 

The  American  Public  Welfare  Association  is  the  national  organiza- 
tion of  State  and  local  public  welfare  departments  and  of  individuals 
engaged  m  public  welfare  at  all  levels  of  government.  Its  member- 
ship mcludes  Federal,  State,  and  local  welfare  administrators,  welfare 
workers,  and  board  members  from  evei*y  jurisdiction. 

On  the  basis  of  discussions  and  recommendations  in  our  comicils, 
committees,  and  the  conferences  we  hold  throughout  the  country,  the 
association's  board  of  directors,  which  represents  all  parts  of  the  coun- 
try, adopts  official  policy  positions  on  issues  of  current  significance. 
These  policy  positions  govern  the  association's  testimony  on  proposed 
legislation  relevant  to  the  field  of  public  welfare. 

I  think  it  is  worth  emphasizing  that  the  membership  of  the  associa- 
tion consists  mainly  of  people  whose  daily  work  involves  welfare  pro- 
grams, including  public  assistance  medical  care  and  medical  assistance 
for  the  aged — Kerr-iSIills — programs.  These  people,  w^iose  experi- 
ence qualifies  them  to  assess  the  strengths  and  vreaknesse^s  of  public 
assistance,  are  largely  agreed  that  social  msurance — not  assistance — • 
should  be  the  first  line  of  defense  against  not  only  the  loss  of  earned 
income,  but  the  financial  consequences  of  serious  illness  in  old  age. 

In  the  past  30  years  your  committee  has  brought  forth  a  progression 
of  amendments  to  the  Social  Security  Act  which  have  greatly  ex- 
panded and  improved  the  social  insurance,  public  assistance,  and  ma- 
ternal and  child  welfare  programs.  In  almost  every  instance  these 
measures  have  had  the  concurrence  and  support  of  the  American  Pub- 
lic Welfare  Association,  and  we  are  pleased,  once  again,  to  express  our 
appreciation  to  you  and  your  comanittee  for  these  achievements. 

The  bill  now  before  you,  H.R.  6675,  is  the  most  significant  and  far 
reaching  social  security  measure  to  come  before  you  since  the  act 
was  first  adopted.  I  am  pleased  to  express  our  general  agreement  with 
the  major  features  of  this  bill.  We  have  a  long  record  of  support  for 
a  program  of  hospital  insurance  for  the  aged  through  social  security, 
which  we  have  expressed  to  your  committee  on  previous  occasions. 
I  shall  therefore  offer  only  limited  comments  today  on  that  feature 
of  the  bill,  and  devote  the  greater  part  of  my  statement  to  the  proposed 
amendments  which  would  more  directly  affect  the  programs  of  the 
public  welfare  agencies. 

With  respect  to  hospital  insurance  for  the  aged,  my  testimony  of 
last  year  before  the  Committee  on  Ways  and  Means  included  the  fol- 
lowing statement,  which  summarizes  our  general  position : 

We  have  drawn  upon  the  experience  of  the  men  and  women  in  the  ranks  of 
public  welfare  who  administer  the  medical  care  programs  under  public  assist- 
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ance  and  the  medical  assistance  for  the  aged  program  under  the  Kerr-Mills  legis- 
lation. These  persons  are  keenly  aware  both  of  the  need  of  the  aged  for  medical 
care  and  the  problems  of  administering  medical  care  programs.  There  is  wide 
agreement  among  them,  based  on  firsthand  experience  in  these  programs,  that 
public  assistance — valuable  and  necessary  as  it  is — should  not  be  relied  on 
as  the  basic  public  program  to  cover  the  high  cost  of  hospital  and  related  care 
that  aged  people  are  not  able  to  meet  by  themselves. 

It  is  because  we  have  observed  so  closely  and  worked  so  continuously  with  the 
administrators  of  public  welfare  medical  care  programs  that  we  feel  the  associa- 
tion is  qualified  to  conclude  that  the  public  assistance  approach  to  meeting  the 
medical  care  needs  of  the  aged  is  not  the  total  answer  to  this  question.  On  the 
basis  of  this  background  of  experience  and  concern,  the  association  by  action 
of  its  board  of  directors  has  taken  a  position  in  support  of  a  program  for  the 
payment  of  hospital  and  related  costs  of  aged  persons,  to  be  financed  through 
the  OASDI  system  for  covered  beneficiaries,  and  from  tJie  general  revenue  for 
those  who  are  uninsured. 

This  year  our  board  of  directors  lias  again  reaffirmed  that  position. 
Wliile  we  strongly  support  the  hospital  insurance  measure,  however, 
I  must  register  our  disagreement  with  the  proposal  for  charging  a 
deductible  amount  to  the  beneficiary.  We  are  aware  that  deductibles 
are  supposed  to  allow  for  the  financing  of  an  otherwise  broader  benefit 
package,  and  to  discourage  overutilization. 

However,  we  are  opposed  to  deductibles  because  they  create  a  bar- 
rier to  early  hospitalization  for  a  group  of  persons  for  whom  early 
care  is  essential.  Such  care,  if  deferred,  could  well  result  in  prolonged 
hospitalization  when  the  patient  is  finall}'  admitted  in  an  advanced 
state  of  illness. 

We  realize  that  elimination  of  the  deductible  would  probably  be 
accompanied  by  a  reduction  in  the  maximum  days  of  covered  hospital- 
ization. Ho vv  ever,  if  such  a  choice  had  to  be  made,  we  would  still  favor 
the  payment  of  hospital  costs  beginning  with  the  first  dollar. 

The  nmnber  of  people  who  would  require  hospitalization  beyond 
the  covered  period  would  be  comparatively  small  and  some  of  these 
would  exhaust  their  benefits  whether  the  limit  were  set  at  60  days  or 
even  higher.  It  is  probably  not  feasible,  at  least  on  the  basis  of  cur- 
rent experience,  to  extend  hospitalization  under  this  system  to  cover 
the  veiy  long  term  catastrophic  illnesses.  Some  of  these  cases  would 
ultimately  have  to  be  carried  on  the  medical  assistance  program,  which 
the  States  could  do  under  the  proposed  title  XIX. 

On  the  other  hand,  by  eliminating  the  deductible,  a  much  larger 
number  of  people  would  be  beneficial,  none  of  whom  would  have  to 
apply  for  assistance  to  pay  the  deductible,  and  tlie  administration  of 
the  insurance  and  the  welfare  programs,  as  well  a,s  the  collection 
procedures  of  hospitals,  would  be  simplified. 

On  the  basis  of  the  experience  of  public  welfare  agencies  in  paying 
for  hospital  and  health  care  services  we  believe  that  the  charges  for 
the  services  of  radiologists,  anesthesiologists,  pathologists,  and  physi- 
atrists,  should  be  included  under  the  hospital  insurance  plan.  These 
are  essentiall}^  a  part  of  hospital  seri^-ices,  and  are  usually  included  in 
the  hospital  bill. 

Without  this  coverage  in  the  basic  hospital  insurance  plan,  it  would 
mean  that  for  all  recipients  of  assistance,  at  least  some  of  these  costs 
w^ould  have  to  be  picked  up  by  the  public  welfare  agency.  Even 
though  these  payments  v/ould  be  relatively  small,  they  would  require 
the  same  procedures  as  for  other  kinds  of  payments,  and  would  add 
administrative  complications  out  of  proportion  to  the  costs  involvedc 
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The  proposed  voluntary  suppleniental  health  insurance  plan  is  a 
matter  of  great  interest  to  the  association.  The  provision  whereby 
States  could  buy  into  the  system  to  cover  recipients  of  old-age  assist- 
ance would  materially  affect  the  costs  and  coverage  of  medical  care  for 
that  group.  It  would  enable  some  States  to  provide  a  level  of  health 
services  that  is  not  now  attainable  to  them.  We  recognize  that  there 
are  a  number  of  new  administrative  and  fiscal  relations  that  would 
be  established  which  perhaps  can  only  be  fully  understood  through 
experience.  Unfortunately  it  has  not  been  possible  for  the  association 
to  develop  a  formal  position  with  respect  to  this  plan  in  the  short  time 
since  it  was  incorporated  in  the  bill.  However,  on  the  basis  of  such 
discussions  as  we  have  had  we  have  received  expressions  of  support 
for  this  measure,  and  know  of  no  opposition  on  the  part  of  our  mem- 
bership. 

The  new  title  XIX  of  the  Social  Security  Act  which  would  be  es- 
tablished by  this  bill  would  encourage  and  enable  the  States  to  achieve 
far-reaching  improvements  in  the  public  assistance  medical  care  pro- 
grams. These  improvements  would  be  in  the  direction  of  more  ade- 
quate and  comprehensive  coverage ;  greater  equity  among  the  different 
groups  of  recipients ;  and  greater  opportunity  for  administrative  sim- 
plification. 

Some  of  the  Federal  legislative  improvements  in  the  past  have  had 
the  incidental  effect  of  adding  administrative  complexities.  The 
present  array  of  categories,  with  different  matching  formulas  and 
•eligibility  conditions,  is  a  source  of  real  concern  to  those  having  re- 
sponsibility for  their  administration.  We  acknowledge  that  som.e 
of  these  requirements  are  established  by  the  States,  but  nevertheless 
the  basic  pattern  is  set  by  the  Federal  statute.  In  any  case,  any  steps 
that  could  be  taken  toward  simplification  would  not  only  free  the 
agencies  to  direct  their  energies  into  more  productive  channels,  but 
would  also  make  it  much  easier  for  the  general  public  to  understand 
these  programs. 

The  proposed  unification  of  all  medical  assistance  imder  the  new  title 
XIX  would  be  the  greatest  single  step  toward  simplification  that  has 
been  taken  since  the  basic  statute  was  enacted  80  years  ago. 

In  addition  there  would  be  the  specific  requirement  that  States 
would  have  to — 

provide  sucli  safeguards  as  may  be  necessary  to  assure  that  eligibility  for  care 
and  services  under  the  plan  will  be  determined,  and  such  care  and  services 
will  he  pro-vided,  in  a  manner  consistent  M^th  simplicity  of  administration  and 
the  best  interests  of  recipients. 

While  we  welcome  the  potentialities  for  administrative  simplifica- 
tion that  would  be  offered  by  this  measure,  of  even  greater  im.portance 
would  be  the  opportunities  for  States  to  provide  more  adequately  for 
the  medical  needs  of  those  who  receive  public  assistance,  and  for 
others  who  are  unable  to  pay  for  their  medical  care.  We  especially 
endorse  the  requirement  that  medical  care  would  have  to  be  madi 
available  in  the  same  amount,  scope,  and  duration  for  all  persons 
receiving  money  payments  under  any  of  the  public  assistance 
categories. 

At  present  these  factors  are  individually  established  by  States  for 
each  category,  with  a  resulting  unevenness  which  too  often  works  to 
the  disadvantage  of  children  in  AFDC  families. 
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Similarly,  the  opportunity  for  States  to  extend  medical  care  to 
medically  needy  persons  who,  if  in  financial  need,  would  be  eligible 
for  assistance,  would  bring  the  benefits  of  the  MAA  (Kerr-Mills) 
type  coverage  to  this  wider  group.  And,  again,  the  requirement  for 
uniformity  in  amount,  scope,  and  duration,  would  carry  an  assurance 
of  equity  which  would  be  to  the  advantage  of  many  children  in  low- 
income  families. 

We  also  emphasize  the  importance,  as  provided  for  in  this  bill,  of 
placing  administrative  responsibility  for  medical  assistance  in  the 
same  agencies,  both  State  and  local,  that  have  had  the  experience  of 
administering  the  vendor-payment  programs  since  they  were  first 
authorized  15  years  ago. 

A  program  of  medical  assistance,  if  maintained  at  an  adequate  level, 
may  become  one  of  the  major  items  of  cost  in  the  public  assistance 
expenditures  of  a  State.  Yet  it  is  of  the  utmost  importance  that  good 
coverage  and  high  quality  of  medical  services  be  available  to  public 
assistance  recipients  and  other  needy  persons.  States  that  are  cur- 
rently maintaining  such  programs  should  not  be  penalized,  but  in 
all  probability  should  be  helped  to  improve  even  further,  and  other 
States  should  be  given  every  encouragement  to  move  toward  adequacy. 
The  separation  of  medical  costs  from  the  money  payment  grant 
formula,  and  the  removal  of  Federal  matching  ceilings,  as  provided 
for  in  this  bill,  are  essential  steps  in  underpinning  the  development 
and  maintenance  of  sound  State  medical  assistance  programs. 

Significant  as  these  improvements  would  be,  however,  many  persons 
in  genuine  need  for  medical  assistance  would  still  not  be  covered  under 
the  new  plan,  nor  are  they  covered  under  the  existing  progTams. 
These  are  persons  who,  regardless  of  the  extent  of  their  need,  would  not 
be  able  to  meet  the  other  eligibility  requirements  of  one  of  the  public 
assistance  categories.  They  are  those  who  have  not  reached  age  65, 
who  are  not  blind  or  permanently  and  totally  disabled,  and  who, 
though  they  may  have  minor  children,  are  not  eligible  for  AFDC. 

For  example,  a  large  family  with  young  children,  in  which  the 
father  is  employed  at  low  wages,  might  well  be  living  below  the  pov- 
erty line,  and  would  urgently  need  m_edical  assistance  in  case  of  illness. 
But  under  the  present  proposal  they  could  not  be  covered  because  this 
family,  regardless  of  its  need,  could  not  qualify  for  AFDC. 

Or  a  married  couple,  aged  60,  in  which  the  husband  is  unemployed, 
would  not  be  eligible  for  medical  assistance  under  this  program,  or 
under  any  of  the  other  programs  which  would  be  established  by  this 
bill. 

We  recommend  that  States  be  given  the  option  of  including  coverage 
in  their  plans  for  medically  needy  persons  who  do  not  happen  to  meet 
the  special  requirements  for  classification  under  any  of  the  public  as- 
sistance categories. 

There  are  some  States,  but  very  few,  which  now  provide  compre- 
hensive care  for  this  group  from  their  own  funds.  Most  States  provide 
less  in  the  way  of  medical  care,  and  some  none  at  all,  for  this  group. 

Under  the  present  bill  a  State  could,  under  new  title  XIX,  elect  to 
provide  medical  assistance  for  persons  receiving  money  payments 
through  one  of  the  public  assistance  categories.  If  it  covers  this 
group,  it  could  then  further  elect  to  include  medically  needy  persons 
not  receiving  money  payments,  but  who  meet  all  of  the  other  ligibilitj 
requirements  under  one  of  the  categories.    Our  recommendation  is 
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that  a  State,  that  has  extended  coverage  to  these  two  gToiips  be  given  the 
option  of  going  still  another  step  to  include  medically  needy  persons 
who  do  not  have  the  tie-in  with  a  category,  but  who  meet  the  same  test 
of  need. 

As  the  bill  now  stands,  a  State  covering  the  medically  needy  group 
would  have  to  investigate  and  determine  whether  an  applicant  meets 
the  eligibility  requirements,  except  for  need  for  financial  assistance, 
under  one  of  the  public  assistance  categories.  This  procedure  would 
have  to  be  gone  through  despite  the  fact  that  the  persons  is  not  even 
applying  for  assistance  through  any  of  the  public  assistance  categories. 
All  he  wants  is  medical  assistance  through  title  XIX. 

It  is  our  view  that  the  only  test  should  be  on  his  need  for  medical 
assistance,  and  not  on  a  number  of  irrelevant  factors.  If  a  State  w^ere 
to  include  medical  assistance  coverage  for  all  medically  needy  persons,, 
no  such  determination  for  categorical  eligibility  would  have  to  be  made, 
because  a  person  would  only  have  to  meet  the  test  of  need  to  be  found 
eligible.  Therefore,  in  addition  to  the  other  advantages,  this  inclu- 
sion would  be  still  another  step  in  the  direction  of  simplification. 

We  should  like  to  express  some  reservation  with  respect  to  the  pro- 
posed requirements  for  financing  of  the  non-Federal  share  of  medical 
assistance  expenditure.  As  presently  drafted  the  bill  provides  that 
initially  no  less  than  40  percent  of  these  costs  would  have  to  be  paid 
from  State  funds,  and  by  1970  no  local  funds  whatever  could  be  used. 
The  requirement  of  40  percent  of  State  funds  in  the  non- Federal  sliare 
AYOuld  present  no  problem,  since,  to  the  best  of  our  knowledge,  no  State 
would  have  to  make  any  new  arrangements  in  oixler  to  comply.  In 
some  States,  however,  a  great  deal  of  interna.!  rearranging  would  be 
needed  in  order  to  eliminate  all  local  financial  participation. 

The  House  Committee  on  Ways  and  Means  reports  that  : 

This  provision  was  included  to  mal?:e  certain  that  lack  of  availability  of  local 
funds  for  financing  of  any  parts  of  the  program  not  affect  the  amount,  scope,  or 
duration  of  benefits  or  the  level  of  administration  set  by  the  State. 

We  are  in  agreement  that  safe.<>:uards  are  needed  to  assure  that  the 
"amount,  scope,  and  duration  of  benefi.ts  and  the  level  of  administra- 
tion set  by  the  States"  are  adequately  maintained.  But  we  have  some 
doubt  as  to  whether  the  elimination  of  local  financial  participation  is 
the  key  factor  in  accomplishing  this  objective. 

The  real  concern,  in  our  view,  is  not  State  or  local  financins;,  but 
the  quality  and  coverage  of  ser\nces.  We  believe  it  would  be  better  to 
approach  the  matter  directly,  by  enabling  the  Secretar)^  to  set  high 
standards  for  public  assistance  medical  care  programs. 

The  States  could  then  decide  for  themselves  how  they  would  pay  for 
their  share  of  the  costs.  In  any  case  the  prohibition  a.q-ainst  local' 
financial  participation  would  not  become  mandatory  until  1970.  In 
the  meantime  the  association  will  give  further  study  to  the  implica- 
tions of  this  proposal,  and  we  may  have  additional  recommendations 
to  make  before  that  date. 

We  are  pleased  that  the  bill  includes  the  requirement  that  a  State 
would  have  to  show  continuing  progress  toward  broadening  the  scope 
of  care  and  services  and  liberalizing  the  eligibility  requirements  for 
medical  assistance  with  the  goal  of  providins:  comprehensive  care  and 
services  for  all  eligible  persons  by  1975.  This  provision  would  call 
upon  States  to  begin  now  for  an  orderly  and  planned  development  of 
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a  program  that  would  provide  adequate  health  services  of  good  quality 
for  needy  persons. 

The  requirement  for  utilization  of  professional  medical  personnel 
by  welfare  agencies  in  the  administration  of  the  program  would  be 
another  factor  in  moving  toward  good  quality  and  efficient  utilization 
of  services.  The  general  shortage  of  professional  personnel  qualified 
for  these  positions,  however,  will  be  a  limiting  factor  in  the  realiza- 
tion of  the  full  potential  of  any  measure  of  this  kind  which  Congress 
might  enact.  We  therefore  recommend  that  specific  provision  be 
made  for  Federal  participation  at  75  percent  of  the  cost  for  the  train- 
ing of  such  personnel  in  health,  medical  social  service,  and  related  pro- 
fessions needed  for  the  effective  administration  of  the  medical  assist- 
ance program. 

The  limitation  upon  the  extent  to  which  relatives  could  be  held 
responsible  for  health  services  of  an  individual  is  a  progressive  step 
which  would  make  medical  assistance  more  readily  available  to  per- 
sons in  genuine  need,  and  it  would  relieve  the  welfare  agencies  from 
having  to  go  through  a  series  of  expensive,  time-consuming,  and  often 
pointless  procedures. 

The  prohibition  against  durational  residence  requirements  has  long 
had  the  endorsement  of  the  association,  not  only  for  medical  care,  but 
for  all  public  welfare  programs.  We  are  not  aware  that  this  prohibi- 
tion in  the  Kerr-Mills  program  has  resulted  in  any  movement  of  per- 
sons from  one  State  to  the  other  to  take  advantage  of  these  benefits. 

On  the  other  hand,  it  has  enabled  States  to  provide  care  for  some 
Tv^ho  were  in  genuine  need,  and  for  whom  some  arrangements  would 
liave  been  made  in  any  case. 

Administratively,  one  of  the  drawbacks  of  residence  restrictions  is 
that  the  verification  procedure  has  to  be  gone  through  in  every  case, 
even  though  there  are  very  few  who  do  not  meet  the  test. 

In  brief,  it  is  the  view  of  this  association  that  the  new  title  XIX 
would  enable  the  States  to  take  the  greatest  single  step  forward  in  the 
improvement  of  public  assistance  medical  care  since  vendor  payments 
were  first  authorized  in  1950.  We  support  its  enactment,  and  also  urge 
tlie  adoption  of  the  changes  we  have  proposed,  especially  for  extend- 
ing care  to  all  needy  persons,  in  or(ier  to  perfect  even  further  this 
essential  and  basic  public  welfare  program. 

We  strongly  endorse  the  increased  authorization  for  grants  to  States 
for  maternal  and  child  health  and  crippled  children's  services  as 
proposed  in  the  bill.  These  programs  have  long  ago  established  their 
worthwhileness  and  effectiveness.  However,  a  great  deal  remains  to 
be  done  to  provide  preventative  and  corrective  services  for  many  chil- 
dren, especially  those  from  low-income  and  deprived  families. 

We  also  recommend  the  inclusion  in  this  bill  of  authorization  to  in- 
crease grants  to  States  for  child  welfare  services  in  the  same  amounts 
as  for  these  other  two  programs.  These  three  authorizations  are 
parallel  and  in  a  sense  complementary  parts  of  title  Y  of  the  Social 
Security  Act,  and  the  need  for  funds  for  child  welfare  services  is  no 
less  urgent  than  for  the  other  two  programs.  We  further  recom- 
mend the  elimination  of  the  special  provision  for  the  earmarking  of 
a  part  of  the  child  welfare  services  funds  for  use  by  the  States  for 
day-care  services. 

The  development  of  adequate  services  for  the  day  care  of  children 
is  a  most  pressing  task,  and  the  public  welfare  agencies  need  all  the 
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encouragement  and  support  they  can  get  to  carry  forward  their  part 
of  this  responsibility.  However,  the  earmarking  feature  has  now 
served  its  purpose  of  initiating  State  action  and  at  the  same  time  it 
has  been  found  to  be  somewhat  cumbersome  to  handle.  We  therefore 
believe  that  it  would  be  advisable  to  drop  this  requirement.  We  sug- 
gest alternative  language  to  the  effect  that  States  be  required  to  com- 
mit a  portion  of  these  funds  for  the  development  and  support  of  day- 
care services. 

We  endorse  the  proposal  for  training  professional  personnel  for  the 
care  of  crippled  children,  particularly  mentally  retarded  children 
and  those  with  multiple  handicaps.  If  persons  qualified  in  the  various 
professional  specialties  in  the  fields  of  health  and  welfare  do  not 
become  more  readily  available,  all  of  our  other  efforts  will  be  severely 
limited  in  their  effectiveness.  This  is  indeed  a  critical  need  that  must 
be  met  without  delay. 

The  special  project  grants  for  school  and  preschool  children  would 
j)rovide  a  range  of  services  for  groups  of  deprived  children  which  they 
would  not  otherwise  receive  and  which  are  essential  for  their  sound 
development  into  self-supporting  and  productive  citizens.  It  is  ex- 
pected that  such  projects  would  also  develop  techniques  and  informa- 
tion that  would  result  in  greater  effectiveness  in  extending  essential 
services  to  this  group  of  children. 

We  are  in  general  agreement  with  the  proposals  for  amending  the 
old-age,  survivors,  and  disability  insurance  program.  We  recognize, 
however,  that  the  increase  in  benefits  would  do  little  more  than  keep 
up  with  recent  increases  in  living  costs.  It  is  therefore  our  hope  that 
ways  will  be  found  to  make  a  further  upward  adjustment  in  the  level 
of  iDenefits. 

The  proposed  increase  in  the  Federal  share  of  public  assistance, 
together  with  the  costs  for  hospitalization  and  other  health  services 
for  the  aged  that  would  be  picked  up  by  the  two  new  insurance  plans, 
would  free  substantial  sums  of  State  funds  that  are  needed  for  the 
improvement  of  other  aspects  of  the  public  welfare  program.  There 
is  the  further  requirement  that  the  additional  Federal  funds  author- 
ized by  this  bill  would  be  made  available  only  to  the  extent  that  they 
would  be  used  in  the  program,  and  to  the  extent  that  existing  State 
expenditures  are  maintained. 

Moreover,  Federal  fmids  to  a  State  would  be  increased  only  to  the 
extent  that  total  program  expenditures  would  be  increased  in  com- 
parison to  a  selected  base  period  in  1964  or  1965. 

All  of  these  features  would  combine  to  enable  the  States  t<o  increase 
assistance  payments  to  recipients  and  otherwise  to  improve  the  pro- 
gram. The  low  level  of  assistance  payments  in  some  States  is  a  matter 
of  grave  concern  to  the  association.  It  is  our  hope  and  expectation 
that  the  provisions  of  this  bill  would  result  in  substantial  improve- 
ments in  this  respect. 

The  proposal  for  extending  Federal  financial  participation  to  the 
payment  of  assistance  to  aged  persons  in  m.ental  and  tuberculosis  hos- 
pitals carries  a  number  of  carefully  drawn  conditions,  designed  to 
improve  State  ser\'ices.  Special  attention  would  have  to  be  given  to 
the  individual  circumstances  of  each  of  these  recipients  to  assure  that 
they  are  being  given  the  best  possible  care,  and  that  alternatives  to 
institutional  care  be  arranged  when  that  is  in  the  best  interest  of  the 
recipient.    The  increased  Federal  participation  resulting  from  these 
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payments  would  be  used  to  improve  the  overall  mental  health  services 
of  the  State. 

We  recommend  that  further  steps  be  taken  to  improve  the  special 
arrangements  for  Federal  participation  in  the  welfare  programs  for 
Puerto  Rico  the  Virgin  Islands,  and  Guam.  While  these  jurisdic- 
tions would  gain  some  new  advantage  in  the  present  provisions  of 
H.R.  6675,  the  amount  is  small  in  relation  to  the  need. 

We  concur  in  the  proposed  option  to  States  to  increase  the  level  of 
income  which  may  be  disregarded  in  determining  need  for  old-age 
assistance.  However,  we  should  like  to  see  a  similar  option  allowed 
for  recipients  of  aid  to  families  with  dependent  children.  Surely  the 
encouragement  of  initiative  and  self-help  is  just  as  important,  if  not 
more  so,  for  children  and  their  parents  as  it  is  for  the  retired 
generation. 

We  endorse  the  proposed  provision  for  judicial  review  of  admin- 
istrative determinations  by  the  Secretary  which  affect  State  public 
assistance  plans.  This  does  not  carry  the  implication  that  the  present 
Secretary  or  the  staff  of  the  Department  of  Health,  Education,  and 
Welfare,  are  arbitrary  or  capricious,  or  unduly  slow  in  taking  action 
on  matters  affecting  State  interests.  Nor  is  it  a  condemnation  of  past 
actions.  The  experience  of  the  States  in  dealing  with  the  Department 
have  been  satisfactorj^,  and  reasonable  solutions  have  been  found  to 
differences  that  have  arisen.  The  position  of  the  association,  however, 
is  that  the  provision  for  judicial  review  is  sound  in  principle,  and  that 
it  is  available  to  States  in  other  grant-in-aid  programs  and  should 
not  be  denied  in  this  one. 

In  conclusion,  Mr.  Chairman,  I  am  pleased  to  express  the  support 
of  the  American  Public  Welfare  Association  for  the  major  provisions 
of  H.R.  6675.  We  also  believe  the  bill  could  be  further  improved  Avith 
a  few  modifications.  With  respect  to  hospital  insurance  for  the  aged, 
we  recommend  that  the  services  of  radiologists,  anesthesiologists, 
pathologists,  and  physiatrists  be  covered,  and  that  the  deductibles  be 
eliminated.  With  respect  to  the  medical  assistance  amendments,  we 
recommend  that  States  be  given  the  option  of  extending  medical  assist- 
ance to  all  persons  who  meet  the  test  of  need ;  and  we  suggest  that  the 
objective  of  improving  the  coverage  and  quality  of  medical  assistance 
might  be  more  readily  attained  through  the  establishment  of  Federal 
standards  than  through  a  prohibition  against  local  financial  participa- 
tion. With  respect  to  the  child  health  amendments  we  recommend 
that  the  authorization  for  grants  to  States  for  child  welfare  services 
be  increased  in  the  same  amounts  as  for  maternal  and  child  health  and 
crippled  children's  services,  and  that  the  special  earmarking  for  day 
care  services  be  eliminated.  And,  with  respect  to  the  OASDI  amend- 
ments, we  suggest  that  every  consideration  be  given  to  the  possibility 
of  further  increasing  the  proposed  benefit  level. 

Thank  you  for  the  privilege  of  appearing  before  you  once  again  to 
express  our  views. 

Senator  Long.  What  do  you  think  it  would  cost  to  eliminate  the 
deductibles  ?   WTiat  is  your  estimate,  if  you  take  out  these  deductibles  ? 

Mr.  ScHOTTLAND.  This  vvould  depend  on  what  was  done  with  the 
rest  of  the  bill,  Senator. 

In  the  House  hearings  there  w^as  considerable  discussion  about  re- 
ducing the  number  of  hospital  days  in  order  to  take  care  of  the  extra 
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costs,  and  although  our  association  is  not  enthusiastic  about  the  re- 
duction of  the  number  of  hospital  days,  if  we  had  to  make  a  choice, 
we  would  prefer  the  reduction  of  hospital  days  to  balance  the  cost 
toward  the  deductibles.  I  understand  that  one  estimate  was  that  if  the 
hospital  days  were  reduced  to  45  tliat  this  would  balance  the  cost  by 
eliminatmg  the  deductibles. 

I  have  not  had  the  opportunity  to  go  into  the  figures,  but  we  would 
be  very  glad  to  go  into  them  and  file  an  additional  statement  to  the 
committee. 

I  note  that  Department  has  already  made  aA^ailable  these  figures. 

Senator  Long.  The  thought  that  occurs  to  me  is  that  the  average 
person  is  in  a  position  to  pay  a  small  amount.  If  he  has  some  income 
he  can  pay  for  a  small  amount  of  medical  expense.  Where  he  needs 
the  help  it  seems  to  me  is  where  he  runs  into  a  great  amount  of  medical 
expense  and  that  seems  to  this  Senator  to  be  the  weak  spot  m  the  bill, 
that  if  a  person  has  a  very  high  medical  expense  he  would  become 
destitute  with  nobody  to  provide  for  him. 

If  you  reduce  the  number  of  days  and  reduce  the  deductibles  that 
would  not  be  good. 

Mr.  ScHOTTLAND.  What  is  happening  now.  Senator,  is  that  a  large 
percentage  of  new  cases  coming  on  old-age  assistance  are  coming  on 
solely  because  of  medical  expenses  and  they  are  not  necessarily  large 
expenses. 

In  other  words,  the  persons  getting  a  small  income  of  $70,  $80,  or 
a  hundred  dollars  a  month  from  OASDI  or  from  a  combmation  of 
OASDI  and  some  private  income,  and  then  he  has  a  small  medical  bill 
and  he  simply  can't  make  it,  he  comes  on  old-age  assistance  in  order 
to  take  care  of  his  medical  care  expenses. 

Now,  as  you  keep  the  deductible  in  and  as  you  raise  the  deductible 
you  just  are  going  to  bring  in  more  people  into  the  public  welfare  de- 
partment and  old-age  assistance,  and  this  is  our  reason  for  being  op- 
posed to  the  deductibles. 

Senator  Long.  Well,  as  far  as  my  State  is  concerned,  it  tries  to 
encourage  anybody  who  has  any  right  to  draw  a  welfare  check  to 
come  in  and  to  apply  for  it  and  to  make  himself  eligible.  If  he  is 
entitled  to  it  he  ought  to  be  in  there  asking  for  it.  And  Louisiana  does 
not  try,  and  I  don't  think  California  where  you  w^ere  the  commissioner 
does  either,  to  put  the  welfare  office  on  a  back  street  as  though  there 
were  something  shameful  alx)ut  going  in  and  asking  for  public  assist- 
ance, if  your  economic  circumstances  are  such  that  you  need  it. 

We  had  some  of  our  people  going  in  to  qualify  for  public  assistance, 
as  you  mentioned,  because  they  wanted  to  be  eligible  for  hospital  care. 
If  you  had  a  ^ood  Kerr-Mills  program,  of  course,  that  might  not  be 
necessary  but  if  you  have  got  an  inadequate  Kerr-Mills  program  as 
is  the  case  in  most  States  then  I  guess  it  perhaps  would  make  sense 
to  do  that. 

Mr.  ScHOTTi.AND.  I  dou't  want  to  be  misunderstood.  Senator,  as 
saying  we  don't  want  people  who  are  needy  to  come  into  the  public 
welfare  department  but  our  preference  is  that  the  social  insurance  part 
of  this  bill  should  carry  the  burden,  and  that  if  it  is  possible  to  take 
care  of  this  problem  through  social  insurance  it  is  better  than  having 
them  come  into  the  welfare  department. 

I  agree  with  you  if  you  had  a  good  Kerr-Mills  program  tliis  would 
solve  some  of  the  problems.   But  remember  that  the  Kerr-Mills  pro- 
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gram  with  all  due  respect,  is  still  a  relief  program.  It  is  still  an  income 
test  and  needs  test  program,  and  in  most  States  the  division  between 
Kerr-Mills  and  old-age  assistance  is  in  some  States  a  bookkeeping 
division  rather  than  a  realistic  division. 

Senator  Long.  I  have  never  seen  a  program  treated  more  like  an 
unwanted  stepchild  than  the  Kerr-Mills  program  by  the  Department. 
Someone  was  up  from  my  State  awhile  back  and  called  over  and  asked 
to  inquire  about  the  Kerr-Mills  program  and  the  immediate  response 
of  the  Department  was  "Oh,  don't  you  know  it  doesn't  work  ?  It  is  no 
good."  That  has  been  the  reception  of  the  Department  to  the  Kerr- 
Mills  progTam  all  along  but  in  spite  of  that  it  has  really  done  some  good. 

Mr.  ScHOTTLAND.  It  has.  We  are  in  favor  of  it. 

Senator  Anderson.  I  will  say  to  my  colleague  that  the  facts  show 
the  Department  hasn't  discouraged  it.  You  work  right  along  in  this 
field,  people  who  carry  out  the  welfare  and  medical  assistance  program, 
you  ought  to  be  an  expert  witness  in  this  field ;  has  the  Department  of 
HEW  really  dragged  its  feet  on  this  implementation  of  MAA? 

Mr.  ScHOTTLAND.  I  kuow  the  statement  was  made  before  this  com- 
mittee and  I  can  tell  you  from  personal  experience  both  from  my  own 
personal  experience  and  with  intimate  contact  with  the  Department 
this  is  completely  untrue.  They  have  done  everything  to  beat  the 
bushes,  to  push  this  MAA  program.  Their  people  have  been  out  in 
the  field  helping  to  formulate  the  State  legislation,  and  I  know  of  few 
programs  where  there  has  been  greater  push  on  the  part  of  the  Depart- 
ment than  there  has  been  in  MAA  and  particularly  since  in  the  early 
stages  of  the  older  King- Anderson  bill  when  this  charge  was  first 
made.  The  Department,  I  think,  has  been  very  sensitive  to  this,  and 
has  done  much  more  than  they  have  done  on  previous  amendments,  so 
that  the  thing  is  just  completely  untrue. 

Senator  Anderson.  I  thank  you  very  much  for  that  because  that  has 
been  my  experience  in  it.  It  has  been  the  testimony  of  many  people 
who  have  written  in  saying  they  didn't  feel  this  was  a  proper  charge 
against  the  Department.    They  had  done  a  good  job  of  pushing  it. 

As  a  matter  of  fact,  the  MAA  program  has  probably  moved  faster 
than  many  of  the  other  programs  that  are  available  to  HEW ;  is  that 
not  correct  ? 

Mr.  ScHOTTLAND.  That  is  correct. 

Senator  Anderson.  You  mentioned  the  fact  you  were  worried  about 
these  deductibles,  and  if  you  think  you  are  worried  about  them  I  think 
maybe  you  should  recognize  that  I  have  probably  been  through  the 
bill  a  little  bit  myself. 

The  previous  King-Anderson  bill  proposed  three  sets  of  deductibles, 
one  for  45  days  and  no  deductible,  one  for  90  days  and  a  small  pay- 
ment equal  to  1  day,  and  180  days  and  a  slightly  larger  payment. 

Some  in  the  medical  profession  advised  me  that  was  the  wrong  pro- 
cedure, that  a  patient  could  not  tell  how  long  he  was  going  to  be  in  a 
hospital,  and  we  shouldn't  put  up  against  him  that  sort  of  a  choice. 
You  ought  to  give  him  a  reasonable  amount  of  days  in  the  hospital, 
such  as  60  days,  and  make  him  pay  a  small  deductible,  and  he  would 
be  better  off. 

What  is  your  opinion  of  that?  I  am  not  trying  to  say  that  you 
aren't  perfectly  sincere  in  your  suggestion  that  no  deductible  should 
be  charged.  But  is  there  not  some  basis  for  the  theory  that  since  you 
can't  tell  in  advance  how  long  people  are  going  to  be  there,  there  had 
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better  be  some  way  of  protecting  them  against  what  Senator  Long 
has  so  well  said  is  catastrophic  illness. 

Mr.  ScHOTTLAND.  This  is  very  true,  we  cannot  tell  how  long  a  per- 
son is  going  to  be  there,  but  I  don't  think  the  deductible,  particularly 
a  small  deductible,  really  makes  much  difference  in  this  regard. 

Senator  Andersox.  I  am  not  trying  to  quarrel  with  you  at  all  be- 
cause I  spent  an  awful  lot  of  time  on  this  thing  and  came  out  with  all 
sorts  of  answers  and  I  am.  anxious  to  have  your  answer  as  a  person  who 
has  testified  m^any,  many  times  before  this  committee  and  knows  a 
great  deal  in  this  field. 

You  would  prefer  any  program  that  had  45  days  and  no  deductible 
to  the  present  program  included  in  the  bill  ? 

Mr.  ScHOTTLAXD.  Correct. 

Senator  Andersoi^.  Xow,  the  average  length  of  stay  for  people 
under  65  is  7.6  days  now,  I  believe,  and  for  people  over  65,  14.1  days. 

So  they  do  tend  to  stay  a  little  longer  than  the  average  person  and, 
therefore,  many  more  of  them  staying  a  considerable  time. 

I  appreciate  your  statement.  I  am  not  going  to  ask  you  questions. 
I  was  worried  about  one  thing  as  you  went  through  it  if  I  can  find  it. 
You  said  the  bill  will  leave  out  many  classes  entirel}^,  something  like 
that. 

Do  you  recall  your  phrase  ? 
Mr.  ScHOTTLAOT).  Yes,  sir. 

Senator  Anderson.  What  was  that?    Explain  that  to  us  a  little 
what  was  being  left  out. 
Mr.  ScHOTTLAND.  Yes. 

This  is  in  the  public  assistance  part  of  the  bill.  The  requirement  as 
now  written  is  that  a  medically  needy  person  must  qualify  as  far  as 
the  nonincome  part  of  the  bill  is  concerned,  must  qualify  for  one  of 
the  categories,  for  the  other  provisions  of  the  categories,  so  that  let  us 
say  a  person  is  60  years  of  age,  and  he  is  not  old  enough  for  old-age 
assistance,  he  is  not  blind,  and  he  can't  qualify  under  aid  to  dependent 
children  or  AFDC. 

There  is  only  one  thing  wrong,  he  doesn't  have  any  money  and  he  is 
broke. 

Now,  he  can't  qualify  under  this  bill  for  medical  care  because  he 
won't  be  able  to  come  under  the  categories.  So  that  we  believe  that 
if  there  could  be  an  extension  of  this  for  the  same  kind  of  medically 
needy  people  who  may  not  meet  the  specific  requirements  in  the  Fed- 
eral categories,  that  this  would  be  a  tremendous  improvement  in  the 
bill. 

Senator  Anderson.  I  was  only  trying  to  ask  indirectly  about  it. 
If  you  felt  the  deficiency  was  in  the  King- Anderson  section  of  the  bill 
or  the  Kerr-Mills  sections  of  the  bill  or  the  supplementary  benefits. 
Apparently  it  is  not  in  those  at  all  that  you  are  talking  about. 

Mr.  ScHOTTLAND.  It  is  in  the  Kerr-Mills  part,  the  public  assistance 
part  of  the  bill. 

Senator  Anderson.  Thank  you ;  that  is  all. 

Senator  Long.  Senator  Williams? 

Senator  Williams.  Mr.  Schottland,  I  understood  you  to  say  you 
were  completely  satisfied  with  the  push  which  the  Department  had 
given  to  the  Kerr-Mills  bill  in  getting  it  implemented  in  the  various 
States. 

Mr.  Schottland.  That  is  correct. 
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Senator  Williams.  Would  you  be  satisfied  if,  after  the  enactment  of 
this  bill,  they  gave  it  the  same  kind  of  push  and  the  same  attention 
they  are  gi'vdng  the  Kerr- Mills  bill. 

Mr.  ScHOTTLAND.  Yes,  I  would. 

Senator  Williams.  I  am  glad  to  hear  that  because  in  our  area,  in 
fact,  I  have  talked  with  the  Department  on  occasions,  and  received 
the  same  response  that  the  Senator  from  Louisiana  referred  to  when 
they  told  me  that  the  Kerr-Mills  bill  wasn't  worth  considering,  and 
when  I  was  trying  to  get  them  over  in  our  State  to  help  the  legislature 
getting  a  little  push  on  getting  it  implemented,  they  say  you  won't  have 
anything  when  you  get  it  done  and  that  is  exactly  what  they  told  me. 

So,  I  am  glad  that  you  are  satisfied  w^ith  it  because  it  is  nice  to  ; 
find  somebody  satisfied  with  it.  [Laughter.] 

Now,  one  other  question :  in  connection  with  this  $1,200  limitation  ; 
has  it  been  your  experience  that  the  limitation  on  the  amount  that  ! 
some  of  these  people  can  earn  has  had  a  tendency  to  cause  them  to  drift  ; 
over  into  the  welfare  department  more  so  than  they  would  if  they  ' 
had  been  with  a  higher  limitation  or  been  allowed  to  keep  more  of 
their  earnings,  what  effect  have  you  seen  on  that  ? 

Mr.  ScHOTTLAND.  Senator,  if  I  might  be  permitted  to  back  into  that 
question,  and  if  I  might  with  the  agreement  of  the  committee  just  dis-  | 
associate  myself  as  a  representative  of  the  American  Public  Welfare  1 
Association  and  give  my  personal  views  on  it :  I  think  the  Congress  1 
is  always  faced  with  the  problem  of  the  philosophy  of  social  security  ' 
and  my  own  personal  reaction  is  that  it  is  important  to  maintain  a  ! 
philosophy  that  this  is  insurance  against  wage  loss,  against  income  | 
loss.  This  is  not  a  straight  pension  program  for  everyone  reaching  ' 
a  certain  age.  ] 

I  think  this  is  important  for  many  reasons.  In  the  first  place,  a  ' 
straight  pension  program  would  be  terribly  costly,  and  in  terms  of  | 
priorities,  for  the  amount  of  money  involved  there  are  certainly  many,  ; 
many  priorities  that  ought  to  be  considered  before  we  go  into  this  ex-  | 
pensive  thing.  i 

So,  we  are  always  faced  with  the  problem  of  how  far  the  exception  ; 
should  go.  ; 

I  do  not  believe  that  there  are  very  many  people,  if  one  looks  at 
the  statistics,  who  are  earning  less  than  $1,200,  who  could  easily  be 
earning  $1,500  or  $1,800.    Most  people  are  either  fully  employed  or 
partially  employed  at  something  and  certainly  in  excess  of  the  $2,000  ; 
mark,  so  that  a  slight  increase,  I  don't  think  is  going  to  be  terribly  i 
helpful  in  terms  of  numbers. 

Nor,  do  I  feel  that  the  $1,200  is  actually  resulting  in  bringing  many  : 
people  onto  the  relief  rolls.    I  don't  think  that  if  you  examine  the 
figures  on  the  income  of  persons  on  relief  you  will  find  very  many  ' 
persons  in  that  narrow  range,  so  that  I  do  not  believe  this  is  causing  '. 
an  increase  in  the  relief  rolls. 

Senator  Williams.  I  wasn't  suggesting  that  it  be  removed  en-  , 
tirely.  That  wasn't  the  question.  But  if  it  was  raised  to  $1,500,  \ 
$1,800,  or  $2,000,  I  just  wondered  what  effect  you  thought  that  would  j 
have  in  

Mr.  ScHOTTLAND.  I  dou't  think  it  would  have  much  effect  whatso-  i 
e^  er  in  keeping  people  off  the  relief  rolls.  I  think  psychologically  | 
it  would  have  a  very  important  effect  on  older  people  who  would  feel  \ 
that  they,  the  few  who  have  the  opportunity  to  work,  I  think  it  would  \ 
have  a  good  affirmative  psychological  effect,  and  I  believe,  although  ; 
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we  haven't  taken  a  position  on  that  recently,  I  think  the  association 
is  in  favor  of  some  liberalization  of  this  exemption. 

Senator  Williams.  There  would  be  a  certain  amount  of  dignity 
to  the  fact  that  the  man  earned  it  rather  than  having  to  accept  it  on 
welfare  if  he  was  able  to  earn  it. 

Mr.  ScHOTTLAX.  Correct;  and  I  am  personally  in  favor  of  a 
liberalization. 

Senator  AYilliams.  Thank  vou. 

That  is  all. 

Senator  Long.  Senator  Douglas  ? 

Senator  Douglas.  Mr.  Schottland,  vou  were  Commissioner  of 
Social  Security  from  1954  to  1958  ? 
Mr.  Schottland.  Yes,  sir. 

Senator  Douglas.  You  were  a]Dpointed  there  by  President  Eisen- 
hower ? 

Mr.  Schottland.  Y^es,  sir. 

Senator  Douglas.  I  take  it  your  appointment  was  approved  by  the 
two  Senators  from  California  at  that  time.  Senator  Knowland  and 
Senator  Kuchel  ? 

Mr.  Schottland.  That  is  correct.  At  that  time,  yes.  However,  I 
would  like  point  out,  I  was  then  and  I  have  always  been  a  Democrat. 

Senator  Douglas.  I  want  to  point  out  you  were  appointed  by  a 
Republican. 

Mr.  Schottland.  That  is  correct. 

Senator  Douglas.  And  yet  you  are  in  favor  of  this  bill  ? 
iMr.  Schottland.  That  is  correct. 

Senator  Douglas.  You  served  under  two  Secretaries? 

Mr.  Schottland.  Served  under  three,  Senator,  Mrs.  Hobby,  Mr. 
Folsom,  and  Mr.  Flemming. 

Senator  Douglas.  And  Mr.  Folsom  and  Mr.  Flemming  have  also 
declared  themselves  in  favor  of  the  King- Anderson  bill. 

Mr.  Schottland.  That  is  correct. 

Senator  Douglas.  So  that  the  three  of  you  who  served  a  major  por- 
tion of  the  time  during  the  Eisenhower  administration  support  the 
bill. 

]Mr.  Schottland.  That  is  correct,  because  it  is  a  good  bill. 

Seator  Douglas.  I  think  you  have  supported  the  idea  all  along  but 
I  don't  think  Mr.  Folsom  and  Mr.  Flemming  did  until  they  were  de- 
tached from  the  administration  and  attained  a  degree  of  philosophic 
impartiality  which  they  were  not  then  permitted  to  exercise. 

You  shouldn't  comment  on  that.   I  throw  it  in  for  what  it  is  worth. 

I  was  very  much  pleased  by  your  statement  that  you  believe  the 
services  of  specialists,  such  as  anesthetists,  radiologists,  pathologists, 
inside  the  hospital  should  be  included  under  the  basic  plan. 

I  would  like  to  ask  you  if  you  approve  of  our  amendment  Xo.  156? 
What  this  amendment  vrould  do  would  be  to  permit  coverage  under 
the  hospitalization  plan  of  the  costs  of  the  services  of  these  specialists 
where  the  existing  or  fttture  volimtary  agreement  between  the  hospital 
and  the  specialist  is  that  the  hospital  includes  these  costs  but  would 
make  this  contingent  upon  voluntary  agreement  between  its  bill 
and,  in  some  fashion,  pays  the  specialists.  The  present  bill  would  per- 
mit payment  for  these  services  only  under  the  voluntary  plan  and 
Avhen  an  individual  bill  is  rendered  by  the  specialist. 

The  American  Medical  Association  is  trying  to  make  it  appear  that 
this  amendment  would  blanket  all  of  them  into  hospital  services.  I 
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tried  to  make  it  clear  yesterday  that  that  was  not  the  intent,  and  I  have 
consuhed  with  experts  and  they  tell  me  that  that  is  not  the  effect  of 
this  amendment.  It  really  would  restore  freedom  of  choice  to  doctors, 
at  least  as  to  whether  or  not  they  wish  to  contract  with  hospitals  to 
have  their  services  included  in  the  hospital  bill. 

Mr.  ScHOTTLAND.  As  I  read  this  amendment,  I  don't  have  the  bill 
before  me  so  it  is  difficult  to  follow  but  as  I  read  the  amendment,  I 
think  I  understand  it,  Senator. 

Our  association  would  be  in  favor  of  this  amendment. 

However,  we  believe  it  ought  to  go  much  further. 

Senator  Douglas.  You  would  automatically  blanket  all  of  them  in  ? 

Mr.  ScHOTTLAND.  Correct. 

Senator  Douglas.  The  American  Medical  Association  would  auto- 
matically blanket  them  out. 
Mr.  ScHOTTLAND.  Correct. 

Senator  Douglas.  And  I  occupy  a  middle  ground  saying  if  the  hos- 
pital and  the  specialists  agree  upon  this  they  would  be  included. 
Mr.  ScHOTTLAND.  Corrcct. 

Senator  Douglas.  I  believe  a  middle  ground  is  very  popular  politi- 
cally these  days.  It  is  unusual  for  me  to  find  myself  in  that  position 
but  I  can  tell  you  it  is  a  very  comfortable  feeling. 

Mr.  ScHOTTLAND.  I  would  like  to  comment.  Senator. 

As  an  old  bureaucrat,  I  feel  that  it  is  important  that  we  simplify 
the  administration  of  these  laws.  We  are  getting  now  so  complicated 
that  frequently  administration  overrides  basic  policy  problems,  and 
it  is  going  to  be  extremely  difficult  for  hospitals  to  separate  their  other 
costs  from  the  costs  of  these  groups  that  are  excluded,  and  I  see  no 
reason  to  put  onto  the  hospitals  of  the  country  this  complicated  prob- 
lem, this  complicated  accomiting  problem  of  trying  to  figure  out  what 
is  a  pathologist's  bill  that  is  a  personal  thing,  what  part  is  the  hospital, 
and  it  is  just  going  to  be  really  an  accounting  mess  and  that  is  one 
reason,  I  think  it  is  the  minor  reason,  but  that  is  one  reason,  wh}^  I 
think  it  ought  to  be  in  there. 

Senator  Douglas.  I  introduced  relevant  evidence  the  other  day  in 
the  form  of  a  statement  of  a  very  eminent  hospital  administrator  in 
N"ew  England.  He  pointed  out  that  if  the  present  provisions  of 
the  bill  were  to  be  carried  out,  in  two  actual  cases  which  he  selected, 
the  patient  in  one  would  have  9  to  11  separate  bills  submitted  by 
specialists  and  in  the  other  7  to  9  separate  bills. 

Mr.  ScHOTTLAND.  If  I  might  be  very  blunt  and  frank,  I  see  abso- 
lutely no  logic  in  any  of  the  testimony  that  is  being — that  has  been 
given  before  this  committee  or  the  Ways  and  Means  Committee  or 
no  real  arguments  that  have  been  presented  for  excluding  them  ex- 
cept a  desire  of  certain  groups,  not  to  have  anything  to  do  with  so- 
cial insurance. 

Senator  Long.  If  I  might  just  make  a  suggestion,  I  am  going  to 
offer  an  amendment  one  of  these  days  to  stop  this  three-layer  busi- 
ness and  make  one  layer  out  of  the  first  two  layers  and  that  being  the 
case  it  will  solve  the  whole  problem,  there  will  be  nothing  to  argue 
about.  They  will  all  be  in  the  same  tent. 

Mr.  ScHOTTLAND.  I  hope  you  succeed.  Senator.  We  will  be  down 
here  pitching  for  that. 

Senator  Douglas.  You  will  exceed  Congressman  Forand  then  be- 
cause as  I  remember  it  when  Congressman  Forand  started  out  8  years 
ago  he  included  physician  services  but  not  surgical  services. 
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Mr.  SCHOTTLAND.  Klgllt. 

Senator  Douglas.  Now,  it  is  a  four-layer  cake. 

Senator  Williams.  The  trouble  is  when  you  cut  down  on  the  layers 
you  get  less  icing,  don't  you  ? 

Senator  Anderson.  I  just  hope,  Mr.  Schottland,  you  won't  com- 
mit yourself  too  firmly  for  that  until  you  know  what  is  in  it. 
[Laughter.] 

In  theory  I  favor  it  but  in  practice  I  am  not  sure. 
Senator  Douglas.  I  think  this  discussion  indicates  this  is  a  very 
moderate  bill. 

Paraphrasing  Warren  Hastings  at  his  trial,  I  would  say,  "We  are 
astonished  at  our  own  moderation." 

Senator  Anderson.  Mr.  Chairman,  the  question  has  frequently  been 
raised  as  to  whether  or  not  the  Department  has  pushed  this  along 
as  rapidly  as  it  has  some  other  programs,  and  I  would  like  per- 
mission to  insert  in  the  record  at  this  point  a  table,  showing  that 
in  the  old-age  assistance  program  at  the  end  of  5  years,  16  States 
were  in  the  program ;  in  the  aid  to  families  with  dependent  chil- 
dren, 45  States;  in  aid  to  the  blind,  46  States;  aid  to  the  perma- 
nently and  totally  disabled,  45  States;  and  the  MAA  program,  46 
States. 

So,  it  certainly  has  moved  along  with  the  general  trend,  and  while 
I  admit  there  are  areas  where  it  didn't  seem  to  be  moving  along,  I 
think  in  the  main  that  the  Department  of  Health,  Education,  and 
Welfare  has  done  its  job  and  I  am  glad  to  have  your  confirmation 
at  that  point.  I  would  like  to  put  it  in  the  record. 

Senator  Long.  So  ordered. 

(The  table  referred  to  follows :) 

Progress  in  Implementation  of  Medical  Assistance  foe  the  Aged  (MAA) 

Data  on  the  comparative  speed  with  which  States  began  MAA  programs 
shows,  if  anything  that  they  received  encouragement  and  aid  in  introducing 
this  program  at  least  equal  to  any  that  had  been  provided  previously  for 
other  programs.  The  problem  in  implementing  MAA  has  been  that  some  States — 
despite  substantial  Federal  encouragement  and  financial  assistance — have  not 
had  the  money  to  provide  more  than  token  benefits. 


Progress  in  implementation  of  federally  aided  pudlic  assistance  programs 

PROGRAMS  AND  THEIR  EFFECTIVE  DATES  i 


0AA,2 

AFDC, 

AB, 

APTD, 

MAA, 

Period  elapsed  after  Federal 

Oct.  1, 1950 

July  1,1935 

July  1, 1935 

Oct.  1, 1950 

Oct.  1,  1960 

aid  became  available 

Numbe  r  of  programs  in  effect ' 

6  months    

5 

2 

2 

30 

8 

1  year    

10 

24 

21 

36 

19 

1^  years               -        .    .  ... 

10 

30 

28 

38 

26 

2  years     ...  _   ...  .  . 

12 

35 

31 

40 

28 

2^  years.. 

12 

43 

40 

40 

29 

3  years..  .  .  ...   

12 

43 

42 

41 

32 

3V^  years   .   

13 

45 

45 

43 

34 

4  years   ...... 

13 

45 

45 

43 

39 

5  years. _  .  . 

16 

45 

46 

45 

M6 

1  OAA  equals  old-age  assistance;  AFDC  equals  aid  to  families  with  dependent  children  (originally,  aid 
to  dependent  children  (ADC));  AB  equals  aid  to  the  blind;  APTD  equals  aid  to  the  permanently  and  totally 
disabled;  MAA  equals  medical  assistance  for  the  aged. 

2  Vendor  payment  program. 

8  Puerto  Rico,  the  Virgin  Islands,  and  Guam  were  not  eligible  to  participate  when  most  of  these  programs 
began.  They  are  included  as  of  the  elapsed  time  after  they  became  eligible  to  participate  in  each  program 
under  Federal  law. 

<  Includes  2  States  (Montana  and  New  Mexico)  expected  to  begin  programs  before  the  end  of  the  5-year 
period. 
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Senator  Douglas.  The  Department  of  Health,  Education,  and  Wel- 
fare may  have  done  its  job  but  most  of  the  States,  being  in  difficult 
financial  straits,  have  not  been  able  to  extend  it  to  any  appreciable 
number  of  persons ;  isn't  that  true,  except  in  five  States  ? 

Senator  Anderson.  They  haven't  done  a  great  job.  I  know  in  my 
own  State  the  battle  of  the  budget  is  on  every  year.  This  year  they 
had  extra  assets  and  they  put  in  $700,000  for  Kerr-Mills  and  somebody 
wrote  me  and  said:  "We  don't  understand  this.  The  people  from 
Health,  Education,  and  Welfare  are  pushing  us  to  put  in  Kerr-Mills. 
Are  they  doublecrossing  you  with  your  bill  ?" 

I  wrote  back  and  said :  "No,  I  would  be  glad  to  see  them  implement 
Kerr-Mills,  there  is  no  quarrel  about  it."  But  I  was  glad  to  see  the 
people  of  HEW  were  pushing  that  in  my  State  at  least. 

It  is  true  budgets  are  difficult  in  many  States.  They  do  cause  some 
problems.  States  would  like  to  go  ahead  but  sometimes  don't  find  the 
funds  to  do  it. 

Senator  Long.  Any  further  questions  ? 

Senator  Douglas.  In  my  State,  as  I  remember  it^  we  have  a  little 
over  a  million  persons  over  the  age  of  65,  and  the  number  on  Kerr- 
Mills  in  a  given  month  is  seldom  appreciably  over  a  thousand.  So  this 
would  be  one-tenth  of  1  percent.  Now,  it  is  true  that  the  cumulative 
number,  of  course,  those  over  a  period  of  time  is  greater,  as  I  under- 
stand it,  something  like  2  percent,  but  the  percentage  of  those  on  old- 
age  assistance  being  helped  is  low. 

Senator  Long.  Thank  you  so  much,  Mr.  Schottland. 

The  next  witness  will  be  Mr.  Irvin  P,  Schloss,  of  the  American 
Foundation  for  the  Blind. 

STATEMENT  OF  lEVIN  P.  SCHLOSS,  LEGISLATIVE  ANALYST, 
AMEEICAN  FOUNDATION  FOE  THE  BLIND 

Mr.  ScHLOss.  I  have  submitted  a  written  statement  and  I  would 
appreciate  having  it  included  in  the  record.  I  will  then  summarize  it, 
if  I  may. 

Senator  Anderson.  Without  objection  it  will  be  included  in  full  in 
the  record. 

Mr.  Schloss.  In  endorsing  the  provisions  of  H.R.  6675, 1  am  speak- 
ing for  the  American  Foundation  for  the  Blind,  the  national  volun- 
tary research  and  consultant  agency  in  the  field,  and  the  American 
Association  of  Workers  for  the  Blind  which  is  a  national  professional 
association  of  workers  in  all  aspects  of  services  to  blind  persons. 

Both  of  these  organizations  had  supported  efforts  since  1959  to  pro- 
vide through  the  social  insurance  system  for  health  care  services  to 
persons  65  and  over. 

We  were  therefore  very  pleased  to  see  the  proposed  title  XVIII 
of  this  bill  and  hope  that  it  will  be  favorably  acted  upon  by  this  com- 
mittee. 

We  were  also  pleased  to  see  the  inclusion  of  the  proposed  title  XIX, 
the  new  medical  assistance  program  for  the  medically  needy.  We  be- 
lieve this  will  be  a  very  vital  supplement  to  the  title  XVIII  provisions. 

In  connection  with  the  health  care  provisions  under  title  XVIII, 
we  believe  that  the  needs  of  disabilit}^  insurance  beneficiaries  are  also 
acute,  and  would  recommend  to  the  committee  that  they  give  serious 
consideration  to  including  them  as  well  as  persons  over  65. 
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Witli  regard  to  the  maternal  and  child  health  and  crippled  children's 
programs  as  amended  in  H.R.  0075,  we  Avere  pleased  to  see  inclusion  of 
that  as  well. 

However,  we  would  smcerely  tirge  the  committee  to  strengthen  the 
proo-ram  of  services  for  crippled  children  substantially  more  than  is 
provided  for  within  this  bill.  Specifically  Ave  would  like  to  recom- 
mend that  section  202  of  H.E.  6675  be  stricken  and  that  the  proposed 
amendment  Ave  have  attached  to  our  written  statem^ent  be  substituted. 

These  amendments  wotild  do  the  following:  They  would  change  the 
name  of  the  program  from  services  for  crippled  children  to  services 
for  children  with  physical  or  mental  impairments  as  a  means  of  more 
accurately  describing  the  true  intent  and  scope  of  the  program. 

They  would  substantially  improve  the  financing  mechanism,  so  that 
comprehensive  health  services  for  children  with  all  types  of  impair- 
ments coidd  be  provided  by  the  States;  and  they  would  strengthen  the 
State  plan  requirements  for  this  program,  so  there  would  be  an  assur- 
ance that  these  comprehensive  services  would  be  j)rovided  to  all  types 
of  impaired  children. 

The  term  "services  for  crippled  children"  we  believe  has  become 
obsolete.  Originally,  the  program  was  orthopedically  oriented.  Over 
ilie  years  it  has  begtm  to  serve  children  with  other  than  orthopedic  dis- 
abiliries.  but  tliis  is  still  on  a  very  spotty  basis.  There  is  extensive 
variation  from  State  to  State. 

For  example,  with  regard  to  eye  conditions,  only  25  States  serve 
children  with  congenital  cataracts;  16  States  serve  children  for  refrac- 
tive errors:  27  States  serve  children  for  strabismus,  a  condition  com- 
monly called  crossed  eyes  which  will  result  in  substantial  loss  of 
vision  in  the  affected  eye  if  it  is  not  treated  earlier ;  and  31  States  serve 
children  for  other  types  of  eye  diseases.  These  figures  I  am  qttoting 
from  are  1962  statistics  prepared  by  the  Children's  Bureau,  and  they 
are  the  most  recent  available  to  us. 

If  we  were  to  analyze  State-by-State  figures  for  these  same  four 
categories,  we  cotild  find  even  more  extensive  variation  in  detail. 

For  example,  in  some  States  there  will  be  one  or  two  children  treated 
for  some  of  these  conditions.  In  other  States  there  will  be  several 
hundred.  So  we  know  that  the  children  in  States  that  only  treat  a 
few  or  none  at  all  do  not  neglect,  so  to  speak,  the  children  because  they 
do  not  exist  but  for  other  factors;  namely,  the  limiting  definition  of 
the  term_  "crippled,"  which  even  to  professional  people  still  means 
orthopedic  disability,  as  vrell  as  lack  of  adecjuate  fimancing  for  the 
program. 

I  have  taken  the  liberty  in  my  original  statement  of  extracting 
tables  from  the  Children's  Bureau  statistics  of  States  from  which 
the  members  of  the  committee  come  to  illustrate  this  point.  In  most 
of  the  States  services  are  very  Ioav  to  tliese  children,  vrith  the  exception 
of  Kentucky  and  XeAv  Mexico. 

The  financing  amendment  we  are  proposing  wotild  finance  this  pro- 
gram^ in  a  way  comparable  to  the  public  as'sistance  titles  under  the 
Social  Security^  Act,  and  it  is  actually  virtually  identical  to  the  pro- 
posed title  XIX  financing  method  for  the  medical  assistance  program. 

It  Avould  provide  for  a  variable  fornuila  based  on  per  capita  income 
which  Avould  assure  the  highest  per  capita  income  States  of  50-percent 
financing  and  the  lowest  States  of  83-percent  financmg. 
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I  would  like  to  emphasize,  too,  that  not  only  are  vision  problems 
a  serious  area  of  neglect  here,  but  the  same  is  true  of  cerebral  palsy, 
impaired  hearing,  and  other  disabling  conditions.  This  program  is 
principally  a  preventive  program,  one  designed  to  prevent  disability 
as  well  as  one  designed  to  mitigate  the  disabling  effects  of  some  of 
these  conditions. 

With  regard  to  eye  disabilities,  there  are  certain  eye  conditions 
which,  if  not  treated  in  early  childhood,  will  result  in  substantial  loss 
of  vision  virtually  to  the  point  of  blindness  in  the  affected  eyes. 

Ophthalmologists  say  that  the  optimum  age  for  catching  some  of 
these  conditions  and  treating  them  to  prevent  the  disability  of  blind- 
ness is  between  8  months  and  4  years. 

Congenital  glaucoma,  for  example,  could  be  arrested  in  early  child- 
hood and  spare  children  from  going  through  life  as  blind  persons, 
having  to  be  educated  as  blind  persons,  training  under  the  vocational 
rehabilitation  program,  and  being  assisted  to  find  employment  as  well. 

In  effect  most  of  these  are  federally  assisted  programs;  and  even 
though  the  mechanism  of  financing  we  are  suggesting  here  would  ap- 
pear to  be  initially  expensive,  in  the  long  run,  aside  from  the  humani- 
tarian values,  it  would  actually  be  more  economical  by  saving  money 
in  these  other  federally  assisted  programs. 

As  far  as  the  changes  we  would  recommend  in  the  State  plan  pro- 
visions are  concerned,  one  of  these  would  be  to  require  that  the  pro- 
gram be  in  effect  in  all  political  subdivisions  of  a  State.  This  is  not 
now  the  case.  Another  would  be  that  the  State  agency  serving  blind 
persons  be  authorized  to  administer  that  part  of  the  State  plan  affect- 
ing vision  disability  and  that  the  State  m^ental  health  agency  be 
authorized  to  administer  that  part  of  the  State  plan  affecting  mental 
or  emotional  problems.  And  then  perhaps  one  of  the  most  important 
would  require  that  the  State  plan  include  a  priority  system  to  give 
top  priority  to  treatment  of  conditions  which  can  prevent  serious  dis- 
ability if  treated  and  to  disabling  conditions  which  can  be  mitigated 
if  treated  early. 

We  believe  this  program  is  just  too  important  to  be  underfinanced 
as  it  has  been  historically. 

We  would  hope  that  the  committee  would  accept  the  amendments  we 
are  proposing.  They  have  the  support,  incidentally,  of  the  six  major 
national  organizations  of  and  for  the  blind  in  this  country.  In  addi- 
tion to  the  American  Foundation  for  the  Blind  and  American  Asso- 
ciation of  Workers  for  the  Blind,  they  are  supported  by  the  American 
Association  of  Instructors  of  the  Blind,  the  American  Council  of  the 
Blind,  the  Blinded  Veterans'  Association,  and  the  National  Federation 
of  the  Blind. 

With  regard  to  the  title  III  provisions  of  the  bill,  we  would  like  to 
recommend  to  the  committee  that  they  include  the  provisions  of  S. 
1787  as  an  amendment  to  title  III  of  H.K.  6675. 

As  you  know,  these  provisions  were  passed  by  the  Senate  during  the 
last  Congress  in  the  social  security  bill  that  died  in  conference.  The 
effect  would  be  to  permit  blind  persons  with  at  least  six  quarters  of 
coverage  to  continue  receiving  disability  insurance  cash  benefits  with- 
out regard  to  ability  to  engage  in  substantial  gainful  activity. 

This  last  phrase  is  part  of  the  current  definition  of  "disability." 
It  is  administered  in  a  way  that  varies  considerably  from  State  to 
State  so  that  ability  to  engage  in  substantial  gainful  activity  could 


SOCIAL  SECURITY 


855 


conceivably  mean  earnings  as  low  as  $600  or  anywhere  from  $600  a 
year  up  to  a  maximum  of  $1,200  a  year.  Thus  a  disability  insurance 
beneficiary  who  does  become  rehabilitated  could  conceivably  actually 
lose  cash  in  terms  of  having  much  lower  earnings  than  his  disability 
insurance  benefits  would  be. 

We  believe  that  this  would  make  the  disability  insurance  program 
as  far  as  blind  persons  are  concerned  similar  to  the  way  that  the  dis- 
ability compensation  program  for  veterans  works  and,  in  fact,  serve 
as  an  incentive  to  rehabilitation  rather  than  as  a  deterrent  to 
rehabilitation. 

Three  organizations  have  authorized  me  to  indicate  their  support 
for  the  inclusion  of  S.  1787 — the  American  Foundation  for  the  Blind, 
the  American  Association  of  Workers  for  the  Blind,  and  the  Blinded 
Veterans'  Association. 

In  conclusion,  we  believe  that  enactment  of  H.R.  6675,  with  the 
amendments  which  we  have  proposed,  would  substantially  improve 
the  health  and  well-being  of  our  senior  citizens,  of  medically  needy 
individuals  of  all  ages,  of  disabled  children,  and  of  disabled  adults. 

Thank  you. 

(The  prepared  statement  of  Mr.  Schloss  follows :) 

Statement  of  Irvin  P.  Schloss,  Legislative  Analyst,  American  Foundation 

FOR  the  Blind 

Mr.  Chairman  and  members  of  the  committee,  I  sincerely  appreciate  this 
opportunity  to  appear  before  you  in  support  of  H.R.  6675,  the  Social  Security 
Amendments  of  1965. 

In  endorsing  this  bill,  I  am  presenting  the  views  of  the  American  Foundation 
for  the  Blind,  the  national  voluntary  research  and  consultant  organization  in  the 
field  of  services  to  blind  persons,  and  the  American  Association  of  Workers  for 
the  Blind,  the  national  association  of  professional  workers  in  all  aspects  of  serv- 
ices to  blind  persons. 

Both  of  these  national  organizations  have  supported  efforts  since  1959  to  enact 
a  program  of  health  care  for  the  aged  under  our  social  insurance  system.  We 
are,  therefore,  delighted  with  the  action  of  the  House  of  Representatives  in  pro- 
viding for  the  establishment  of  such  a  program  under  proposed  title  XVIII  of 
the  Social  Security  Act.  In  view  of  the  fact  that  blindness  in  the  United  States 
is  increasingly  a  disabling  condition  among  older  persons,  with  more  than  half 
of  the  estimated  400,000  blind  persons  in  this  country  being  65  years  of  age  and 
over,  this  proposed  legislation  will  be  particularly  valuable  to  a  substantial 
number  of  these  individuals  in  helping  them  to  meet  the  cost  of  sight  restoration 
surgery  and  other  necessary  health  services. 

In  addition,  the  new  medical  assistance  program  provided  under  proposed 
title  XIX  of  the  Social  Security  Act  will  be  especially  helpful  to  those  needy 
blind  persons  who  do  not  qualify  for  health  care  benefits  under  title  XVIII. 
Both  of  the  organizations  I  am  representing  heartily  endorse  this  program  as 
well. 

We  deeply  regret  that  H.R.  6675  as  passed  by  the  House  of  Representatives 
did  not  include  disability  insurance  beneficiaries  for  health  care  benefits  under 
proposed  title  XVIII  of  the  Social  Security  Act.  We  believe  that  the  need  of 
this  group  for  adequate  health  care  services  is  as  acute  as  it  is  for  aged  benefi- 
ciaries and  hope  that  the  committee  will  remedy  this  situation. 

We  heartily  endorse  the  improvements  made  by  this  bill  in  the  maternal  and 
child  health  and  crippled  children's  programs  under  title  V  of  the  Social  Se- 
curity Act.  However,  we  do  not  believe  that  the  program  of  sei*vices  for  crip- 
pled children  is  strengthened  enough  by  this  bill  to  meet  the  actual  need. 
Therefore,  we  strongly  urge  the  committee  to  strike  out  the  provisions  of  section 
202  of  H.R.  6675  and  substitute  the  attached  amendments. 

These  amendments  are  designed  to  make  urgently  needed  improvements  in 
what  is  now  called  services  for  crippled  children  under  part  2  of  title  V  of  the 
Social  Security  Act.    These  amendments  would : 

1.  Change  the  name  of  the  program  to  "services  for  children  with  physical 
or  mental  impairments"  to  more  accurately  reflect  the  broad  range  of  condi- 
tions to  be  treated. 
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2.  Improve  the  Federal-State  financing  arrangements  to  make  it  possible 
for  increased  numbers  of  children  with  a  variety  of  seriously  disabling  con- 
ditions to  be  served. 

3.  Strengthen  State  plan  requirements  to  assure  more  adequate  services. 
As  you  know,  the  original  emphasis  in  this  program  was  treatment  of  children 

with  orthopedic  disabilities.  Hence,  the  name  "services  for  crippled  children" 
was  an  appropriate  one.  Over  the  years,  however,  other  types  of  handicapping 
conditions  were  included  within  the  scope  of  the  program.  These  conditions  in- 
clude epilepsy,  congenital  malformations,  impaired  vision,  impaired  hearing, 
cerebral  palsy,  and  mental  retardation. 

Unfortunately,  there  is  wide  variation  between  the  States  in  the  conditions 
treated  according  to  the  definition  of  "crippled"  used  by  them.  To  both  pro- 
fessional and  lay  persons,  the  term  "crippled"  still  refers  to  an  orthopedic  dis- 
ability. We  firmly  believe  that  changing  the  name  of  the  program  in  accordance 
with  our  recommendation  will  give  the  program  substantially  better  visibility  to 
the  parents  of  children  who  should  be  served  by  it  and  result  in  increased  State 
financial  support  as  well. 

We  should  like  to  cite  some  statistics  compiled  by  the  Children's  Bureau  for 
the  year  1962 — the  most  recent  available  to  us — to  illustrate  the  extreme  varia- 
tion in  services  for  eye  conditions.  The  same  variation  exists  for  many  other 
conditions,  including  impaired  hearing  and  cerebral  palsy.  Only  775  children  in 
25  States  were  treated  for  congenital  cataracts.  Only  6,224  children  in  16  States 
were  treated  for  refractive  errors.  Only  12,400  children  in  27  States  were  treated 
for  strabismus  (crossed  eyes) ,  a  condition  which  is  usually  readily  correctible  but 
which  inevitably  results  in  serious  loss  of  vision  if  not  corrected  in  time.  A  total 
of  4.006  children,  in  31  States  were  treated  for  other  diseases  of  the  eye  that 
year. 

The  total  number  of  children  treated  for  eye  conditions  in  1962  was  23,405.  or 
6.1  percent  of  the  total  number  of  children  treated  that  year  for  all  types  of  con- 
ditions. For  cerebral  palsy,  the  figure  is  8.1  percent ;  and  for  diseases  of  the  ear 
and  mastoid  processes,  the  figure  is  6.7  percent. 

These  figures  do  not  mean  that  the  remaining  States  did  not  have  children  with 
these  specific  conditions  who  were  eligible  for  service.  Rather,  they  mean  that 
the  States  which  did  not  treat  for  these  conditions  do  not  cover  them  at  all  in 
their  programs.  A  further  analysis  of  these  figures  on  a  State-by-State  basis  will 
indicate  that  in  many  States  only  one  or  two  children  were  treated  for  these  con- 
ditions. Again  the  reason  is  not  lack  of  additional  children  eligible  for  treatment 
for  these  conditions  but  lack  of  adequate  casefinding  coupled  with  lack  of  ade- 
quate financing. 

I  have  taken  the  liberty  of  preparing  a  table  listing  the  States  of  members  of 
the  committee  and  the  number  of  children  treated  in  them  for  these  same  condi- 
tions in  1962.  I  believe  that  this  table  will  illustrate  in  dramatic  fashion  the 
need  for  changing  the  name,  improving  the  financing,  and  making  State  plan  re- 
quirements stricter. 


Numlter  of  children  receiving  physicians'  services 


Congenital 

Refractive 

Strabismus 

Other  diseases 

cataracts 

errors 

of  the  eye 

Arkansas  

0 

0 

0 

0 

Connecticut   . 

0 

0 

2 

1 

Delaware  .  .  .  _  _  ....... 

0 

0 

0 

0 

Florida  

0 

1 

2 

4 

Georgia..    ....         ..  ....  

2 

2 

1 

4 

Illinois.  ....  

0 

0 

4 

11 

Indiana..       ...      .  ...  

0 

0 

2 

0 

Kansas.-  _  . 

4 

0 

1 

0 

Kentucky  ....  ... 

18 

61 

200 

140 

Louisiana..                  ....     .    .  .... 

0 

0 

0 

51 

Minnesota         ..  ...              .  .   

0 

0 

3 

1 

Nebraska  ...           .      .....      .  .. 

0 

0 

1 

2 

New  Mexico    .  .....   

10 

898 

257 

181 

Tennessee                      .   .  .   

2 

0 

2 

10 

Utah  

2 

16 

10 

Virginia    .  .  

0 

b 

0 

0 

There  can  be  no  question  that  this  program  needs  substantial  extension  and 
improvement.  The  amendments  we  are  suggesting  would  provide  the  means  for 
accomplishing  this  needed  strengthening  within  a  relatively  short  period  of  time. 
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With  more  adequate  Federal  financial  support,  witli  authorization  fox  a  special- 
ized State  agency  to  serve  the  group  it  kno\YS  best,  and  with  a  proper  system  of 
priorities  based  on  the  handicapping  effects  of  a  condition,  no  child  need  be 
deprived  of  services  vrhich  would  assist  him  to  lead  a  more  normal  life  as  a  result 
of  prevention  or  correction  of  a  handicapping  condition. 

Subsection  (a)  of  the  amendments  would  alter  the  name  of  the  program  from 
"Services  for  crippled  children"  to  "Services  for  children  with  physical  or 
mental  impairments."  As  we  indicated  earlier,  the  purpose  of  this  change  is  to 
clarify  the  purpose  and  scope  of  the  program  in  serving  children  with  nonortho- 
pedic  disabilities  as  well  as  those  with  orthopedic  disabilities. 

Subsection  (b)  of  the  amendments  supplants  existing  section  511  of  the  Social 
Security  Act  with  a  new  section  511,  authorizing  Federal  appropriations  ade- 
quate to  meet  all  matching  funds  the  States  are  willing  to  devote  to  this  program. 
Subsection  (c)  of  the  amendments  supplants  existing  section  512  with  a  new 
section  512  concerning  allotments  to  the  States.  The  new  section  512  also  sup- 
plants existing  section  514  of  the  act  relating  to  the  method  of  payments  to 
States. 

The  proposed  sections  511  and  512  covering  financing  of  the  program  are 
similar  to  the  Federal-State  financing  system  used  in  titles  I,  IV.  X,  XIY,  and 
XYI  of  the  Social  Security  Act  and  virtually  identical  to  the  method  and  formula 
contained  in  proposed  title  XIX  in  H.R.  6675.  The  formula  is  based  on  per 
capita  income  of  the  States ;  and  under  the  provisions  of  this  amendment,  the 
poorer  States  would  receive  as  high  as  S3  percent  Federal  matching  for  this 
essential  program  while  the  highest  per  capita  income  States  would  receive  50 
percent  Federal  matching.  In  addition,  all  States  would  receive  a  Federal  share 
of  75  percent  for  medical  administrative  and  supportive  services,  50  percent  for 
general  administrative  services,  and  75  percent  for  training  of  the  highly  specia- 
lized personnel  needed  in  the  program. 

One  of  the  factors  which  has  kept  this  vital  program  from  expanding  as  it 
should  and  serving  children  with  all  types  of  disabilities  on  a  comprehensive 
basis  has  been  the  ceiling  on  appropriations.  As  a  result  of  this  restriction  of 
funds,  children  with  vision  impairments,  for  example,  have  not  been  able  to 
get  needed  treatment  to  prevent  the  serious  disability  of  blindness.  As  a  con- 
sequence, they  have  had  to  be  educated  as  blind  persons,  trained  for  a  job  as 
blind  persons,  helped  to  find  employment  as  blind  persons.  In  many  instances, 
these  individuals  have  become  public  assistance  recipients.  All  of  these  pro- 
grams, and  many  ancillary  ones  designed  to  assist  our  country's  blind  people, 
have  in  fact  cost  the  taxpayers  many  times  what  adequate  preventive  services 
under  part  2  of  title  V  would  have  cost  in  the  first  place. 

The  improved  Federal-State  matching  formula  and  financing  system  provided 
for  in  this  amendment  should  have  been  included  in  this  program  when  the  So- 
cial Security  Act  was  first  enacted  in  1935,  just  as  it  was  for  the  public  assistance 
programs.  We  sincerely  hope  that  the  committee  will  correct  this  longstanding 
oversight. 

Subsection  (d)  of  the  amendments  amends  section  513(a)  to  strengthen  the 
State  plan  provisions.  Among  the  changes  made  in  the  Stare  plan  requirements 
is  that  the  program  must  be  in  effect  in  all  political  subdivisions  of  a  State. 
Originally,  the  emphasis  in  this  program  was  in  rural  areas.  However,  the 
changing  population  pattern  requires  that  we  serve  more  adequately  children  in 
urban  areas,  particularly  those  from  low-income  families,  where  the  prevalence  of 
disabilities  seems  to  be  greater. 

Another  important  change  requires  State  plans  to  establish  a  system  of  prio- 
rities for  treatment,  so  that  conditions  which  may  worsen  into  severely  handi- 
capping disabilities  will  be  assured  of  early  adequate  treatment.  The  example 
I  cited  earlier  about  types  of  visual  impairment  which  can  worsen  into  blindness 
if  untreated  will  illustrate  the  value  of  this  provision.  At  present,  impaired 
vision  and  impaired  hearing  are  among  the  conditions  which  are  not  receiving 
adequate  and  early  treatment  as  a  general  rule  in  this  program. 

Another  change  in  the  State  plan  provisions  would  make  it  possible  for  the 
State  agency  serving  blind  persons  and  the  State  mental  health  agency  to  be 
designated  to  administer  those  parts  of  the  plan  affecting  children  with  vision 
problems  and  children  with  emotional  or  mental  impairments  respe-^tively.  The 
existing  provision  is  interpreted  to  require  that  a  single  State  agency  administer 
the  program  in  a  given  State.  In  some  States,  this  is  the  State  health  agency,  in 
some  the  welfare  department,  in  others  a  separate  cripple<l  children's  agency,  in 
some  the  State  university.  Thus,  the  agency  best  equipped  to  handle  some  of 
the  specific  disabilities  involved  does  not  receive  Federal  funds  for  this  purpose. 
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This  has  resulted  either  in  inadequate  service  for  the  visually  impaired  in  some 
States  or  in  no  service  at  all  in  others. 

The  use  of  one  State  agency  to  administer  part  of  a  Federal-State  cooperative 
program  is  not  a  new  concept.  It  already  exists  in  the  public  assistance  program 
under  the  Social  Security  Act  with  four  State  agencies  for  the  blind  administer- 
ing aid  to  the  blind  under  titles  X  and  XVI.  Similarly,  36  State  agencies  for  the 
blind  administer  the  part  of  the  State  plan  affecting  blind  persons  under  the 
Vocational  Rehabilitation  Act.  In  both  programs,  this  separate  administration 
has  worked  efficiently  and  effectively.  Each  State  should  have  the  privilege  of 
designating  the  administrative  structure  which  best  suits  its  own  needs  in  a 
Federal-State  cooperative  program  without  being  restricted  by  the  Federal  law 
from  doing  so. 

Subsection  (f )  of  the  admendments  we  are  proposing  merely  adds  a  new  sec- 
tion 515  'to  the  Social  Security  Act  for  the  purpose  of  defining  how  "the  Federal 
impaired  children's  percentage"  used  in  the  financing  formula  is  derived. 

We  sincerely  hope  that  these  proposed  amendments  to  part  2  of  title  V  of  the 
Social  Security  Act  will  be  accepted  by  the  committee  and  approved  by  the 
Congress.  They  have  the  unanimous  support  of  the  major  national  organiza- 
tions of  and  for  the  blind — the  American  Association  of  Instructors  of  the  Blind, 
American  Association  of  Workers  for  the  Blind,  American  Council  of  the  Blind, 
American  Foundation  for  the  Blind,  Blinded  Veterans  Association,  and  National 
Federation  of  the  Blind. 

The  program  these  amendments  would  expanded  and  improve  is  one  whose 
validity  and  significance  has  too  long  been  undervalued  from  the  standpoint  of 
Federal  financial  assistance.  A  program  designed  to  prevent  or  correct  physical 
or  mental  handicaps  in  children  deserves  the  best  support  possible  from  every 
level  of  government  in  the  United  States.  Enactment  of  these  amendments 
into  law  will  assure  the  children  who  need  this  service  of  a  chance  to  minimize 
handicapping  disabilities  and  lead  more  normal  lives. 

We  would  also  like  to  urge  the  committee  to  amend  title  III  of  H.R.  6675 
concerning  the  disability  insurance  program  under  title  II  of  the  Social  Security 
Act  to  incorporate  the  provisions  of  S.  1787.  These  amendments  would  make  it 
possible  for  blind  persons  with  at  least  six  quarters  of  covered  employment  to 
become  eligible  for  disability  insurance  cash  benefits  without  regard  to  their 
ability  to  engage  in  substantial  gainful  activity.  In  effect,  these  amendments 
would  make  the  disability  insurance  program  similar  to  the  disability  compensa- 
tion program  for  veterans  by  basing  the  aw^ard  of  cash  benefits  on  a  medical 
determination  that  blindness  exists  with  the  presumption  that  the  condition  cur- 
tails opportunities  for  employment  and  is  a  serious  handicap  in  other  than 
economic  ways.  The  actual  amount  of  cash  benefits  in  the  disability  insurance 
program  will,  of  course,  vary  with  the  number  of  quarters  of  covered  employment 
and  the  amount  of  earnings. 

The  American  Association  of  Workers  for  the  Blind,  American  Foundation  for 
the  Blind,  and  Blinded  Veterans  Association  have  authorized  me  to  indicate 
their  support  for  inclusion  of  the  provisions  of  S.  1787.  Other  organizations 
mentioned  earlier  as  supporting  the  changes  we  are  recommending  in  the  crippled 
children's  program  will  be  represented  at  these  hearings  by  other  spokesmen  in 
supporting  inclusion  of  the  provisions  of  S.  1787  in  H.R.  6675. 

Enactment  of  these  provisions  into  law  will  definitely  serve  to  spur  the  reha- 
bilitation of  blind  persons.  By  providing  blind  persons  with  an  economic  floor 
from  which  to  operate  in  rehabilitating  themselves,  the  Congress  will  give  them  an 
opportunity  to  experiment  with  various  vocations  without  the  risk  of  losing  their 
benefits  should  they  fail  in  one  endeavor  and  find  it  necessary  to  try  something 
else.  The  present  law  on  the  other  hand  serves  as  a  deterrent  to  rehabilitation ; 
for  there  is  no  incentive  to  experiment  when  the  blind  person  has  to  risk  losing 
the  security  of  his  cash  benefits  when  he  accepts  employment  which  may  provide 
an  income  substantially  smaller  than  his  cash  benefit.  As  you  know,  the  term 
"ability  to  engage  in  substantial  gainful  activity"  in  the  present  definition  of 
disability  is  variously  interpreted  across  the  country,  so  that  the  indivdual  who 
earns  anywhere  from  $600  up  to  $1,200  a  year  after  rehabilitation  will  no  longer 
be  qualified  to  receive  cash  benefits.  Since  his  cash  benefits  could  easily  have  been 
double  his  earned  income,  the  present  definitition  of  disability  works  a  hardship 
on  the  disabled  individual  and  his  family  in  the  name  of  rehabilitation. 

We  know  from  the  experience  of  World  War  II  and  Korean  conflict  blinded 
veterans — approximately  60  percent  of  whom  are  gainfully  employed,  taxpaying 
citizens — that  the  floor  of  financial  security  provided  by  their  disability  compen- 
sation has  been  an  incentive  rather  than  a  deterrent  to  rehabilitation.    We  can 
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predict  that  the  same  will  be  true  of  blind  disability  insurance  beneficiaries  under 
social  security. 

In  conclusion,  we  should  like  to  respectfully  urge  the  Committee  on  Finance 
to  act  favorably  on  H.R.  6675  with  the  amendments  we  have  recommended.  It  is 
an  excellent  measure  which  will  make  a  major  contribution  to  the  health  and 
well-being  of  our  senior  citizens,  needy  persons  of  all  ages,  disabled  children, 
and  disabled  adults. 

PEOPOSED  AMENDMENT   TO   SECTION    2  02    OF   H.B.  6675 

Section  202  of  H.R.  6675  is  amended  to  read  as  follows  : 
Improvements  in  crippled  children's  services 

Sec.  202.  (a)  The  heading  of  part  2  of  title  V  of  the  Social  Security  Act  is 
amended  by  striking  out  "Services  for  Crippled  Children"  and  inserting  in  lieu 
thereof  "Services  for  Children  With  Physical  or  Mental  Impairments". 

(b)  Section  511  of  the  Social  Security  Act  is  amended  to  read  as  follows  : 

"Appropriation 

"Sec,  511.  For  the  purpose  of  enabling  each  State  to  extend  and  improve  serv- 
ices for  locating  physically  or  mentally  impaired  children  and  for  providing 
medical,  surgical,  corrective,  and  other  services,  care,  and  facilities  for  diagnosis, 
hospitalization,  and  aftercare  for  children  who  are  physically  or  mentally  im- 
paired, or  who  are  suffering  from  conditions  which  may  lead  to  physical  or  mental 
impairment,  there  is  hereby  authorized  to  be  appropriated  for  each  fiscal  year  a 
sum  sufficient  to  carry  out  the  purposes  of  this  part.  The  sums  made  available 
under  this  section  shall  be  used  for  making  payments  to  States  which  have  sub- 
mitted, and  had  approved  by  the  Secretary  of  Health,  Education,  and  Welfare, 
State  plans  for  services  for  children  with  physical  or  mental  impairments." 

(c)  Section  512  of  the  Social  Security  Act  is  amended  to  read  as  follows  : 

"Payment  to  States 

"Sec.  512.  (a)  From  the  sums  appropriated  therefor,  the  Secretary  (except  as 
otherwise  provided  in  this  section)  shall  pay  to  each  State  which  has  a  plan 
approved  under  this  part,  for  each  quarter,  beginning  with  the  quarter  commenc- 
ing January  1, 1966 — 

"(1)  an  amount  equal  to  the  Federal  impaired  children's  percentage  (as 
defined  in  section  515)  of  the  total  amount  expended  during  such  quarter  as 
services  for  children  with  physical  or  mental  impairments  under  the  State 
plan;  plus 

"(2)  an  amount  equal  to  75  per  centum  of  so  much  of  the  sums  expended 
during  such  quarter  (as  found  necessary  by  the  Secretary  for  the  proper 
and  efficient  administration  of  the  State  plan)  as  are  attributable  to  com- 
pensation of  skilled  professional  medical  personnel,  and  staff  directly  sup- 
porting such  personnel,  of  the  State  agency  (or  of  the  local  agency  admin- 
istering the  State  plan  in  the  political  subdivision)  ;  plus 

"(3)  an  amount  equal  to  the  sum  of  the  foUo^ijag  proportions  of  the 
total  amounts  expended  during  such  quarter  as  found  necessary  by  the 
Secretary  for  the  proper  and  efficient  administration  of  the  State  plan — 
"(A)  75  per  centum  of  so  much  of  such  expenditures  as  are  for — 
"(i)  services  specified  by  the  Secretary,  to  individuals  who  are 
applicants  for  or  recipients  of.  or  who  have  been  determined  to  be 
eligible  for,  services  for  children  with  physical  or  mental  impair- 
ments under  the  State  plan,  which  are  furnished  as  provided  in  so 
much  of  section  3(a)  (4)  as  follows  subparagraph  (C)  thereof,  or 

"(ii)  the  training  of  personnel  employed  or  preparing  for  em- 
ployment by  the  State  agency  or  by  the  local  agency  administering 
the  plan  in  the  political  subdivision  ;  plus 
"(B)  one-half  of  the  remainder  of  such  expenditures. 
"(b)  (1)  Prior  to  the  beginning  of  each  quarter,  the  Secretary  shall  estimate 
the  amount  to  which  a  State  will  be  entitled  under  subsection  (a)  for  such 
quarter,  such  estimates  to  be  based  on  (A)  a  report  filed  by  the  State  containing 
its  estimate  of  the  total  sum  to  be  expended  in  such  quarter  in  accordance  with 
the  provisions  of  such  snbsection,  and  stating  the  amount  appropriated  or  made 
available  by  the  State  and  its  political  subdivisions  for  such  expenditures  in 
such  quarter,  and  if  such  amount  is  less  than  the  State's  proportionate  share 
of  the  total  sum  of  such  estimated  expenditures,  the  source  or  sources  from 
which  the  difference  is  expected  to  be  derived,  and  (B)  such  other  investiga- 
tion as  the  Secretary  may  find  necessary. 
47-140—65 — pt.  2  22 
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"(2)  The  Secretary  shall  then  pay  to  the  State,  in  such  installments  as  he 
may  determine,  the  amount  so  estimated,  reduced  or  increased  to  the  extent 
of  any  overpayment  or  underpayment  which  the  Secretary  determines  was  made  i 
under  this  section  to  such  State  for  any  prior  quarter  and  with  respect  to  which 
adjustment  has  not  already  been  made  under  this  subsection. 

"(3)  The  pro  rata  share  to  which  the  United  States  is  equitably  entitled, 
as  determined  by  the  Secretary,  of  the  net  amount  recovered  during  any  quarter  \ 
by  the  State  or  any  political  subdivision  thereof  with  respect  to  services  for 
children  with  physical  or  mental  impairments  furnished  under  the  State  plan 
shall  be  considered  an  overpayment  to  be  adjusted  under  this  subsection. 

"  (4)  Upon  the  making  of  any  estimate  by  the  Secretary  under  this  subsection, 
any  appropriations  available  for  payments  under  this  section  shall  be  deemed 
obligated. 

"(c)  The  Secretary  shall  not  make  payments  under  the  preceding  provisions 
of  this  section  to  any  State  unless  the  State  makes  a  satisfactory  showing  that 
it  is  making  efforts  in  the  direction  of  broadening  the  scope  of  the  care  and 
services  made  available  under  the  plan  and  in  the  direction  of  liberalizing  the 
eligibility  requirements  for  services  for  children  with  physical  or  mental  im- 
pairments, with  a  view  toward  furnishing  by  July  1,  1970,  comprehensive  care 
and  services  to  substantially  all  individuals  who  meet  the  plan's  eligibility 
standards,  including  services  to  enable  such  individuals  to  attain  or  retain  self- 
care." 

(d)  Section  513(a)  of  the  Social  Security  Act  is  amended  to  read  as  follows : 
"(a)  A  State  plan  for  services  for  children  with  physical  or  mental  impair- 
ments must — 

"  (1)  provide  for  financial  participation  by  the  State  ; 

"(2)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions  of  the 
iState,  and,  if  administered  by  them,  be  mandatory  Mpon  them ; 

"(3)  provide  for  the  administration  of  the  plan  by  a  State  agency  or  the 
supervision  of  the  administration  of  the  plan  by  a  State  agency,  except 
that  the  State  agency  serving  blind  persons  may  be  designated  as  the  State 
agency  administering  or  supervising  the  administration  of  that  part  of  the 
State  plan  affecting  services  for  children  with  visual  impairments,  and  ex- 
cept that  the  State  mental  health  agency  may  be  designated  as  the  State 
agency  administering  or  supervising  the  administration  of  that  part  of  the 
iState  plan  affecting  services  for  children  with  mental  or  emotional  im- 
pairments ; 

"(4)  provide  such  methods  of  administration  (including,  after  January 
1,  1940,  methods  relating  to  the  establishment  and  maintenance  of  personnel 
standards  on  a  merit  basis,  except  that  the  Secretary  shall  exercise  no 
authority  Vv^ith  respect  to  the  selection,  tenure  of  office,  and  compensation  of 
any  individual  employed  in  accordance  with  such  methods)  as  are  necessary 
for  the  proper  and  eflBcient  operation  of  the  plan  ; 

"(5)  provide  that  the  State  agency  will  make  such  reports,  in  such  form 
and  containing  such  information,  as  the  Secretary  may  from  time  to  time 
require,  and  comply  with  such  provisions  as  he  may  from  time  to  time  find 
necessary  to  assure  the  correctness  and  verification  of  such  reports ; 

"(6)  provide  for  carrying  out  the  purposes  specified  in  section  511,  in- 
cluding provisions  that  priority  be  given  to  treatment  of  conditions  which 
may  lead  to  severe  physical  or  mental  disability  if  untreated  and  to  existing 
conditions  of  severe  physical  or  mental  disability  which  may  be  mitigated 
through  adequate  treatment ; 

'•(7)  provide  for  cooperation  with  medical,  health,  nursing,  and  welfare 
groups  and  organizations  and  with  any  agency  in  such  State  charged  with 
administering  State  laws  providing  for  vocational  rehabilitation  of  the 
handicapped ; 

"(8)  provide  that  all  individuals  wishing  to  make  application  for  services 
for  children  with  physical  or  mental  impairmicnts  under  the  plan  shall  have 
opportunity  to  do  so,  and  that  such  assistance  shall  be  furnished  with  rea- 
sonable promptness  to  all  eligible  individuals  who  reside  in  the  State ;  and 

"(9)  provide  for  granting  an  opportunity  for  a  fair  hearing  before  the 
State  agency  to  any  individual  whose  claim  for  services  for  children  with 
physical  or  mental  impairments  under  the  plan  is  denied  or  is  not  acted  upon 
with  reasonable  promptness." 

(e)  Section  514  of  the  Social  Security  Act  is  repealed  and  section  515  of 
such  Act  is  redesignated  as  section  514;  and  the  section  so  redesignated  as 
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section  514  is  amended  by  striking  out  "services  for  crippled  children"  and 
inserting  in  lieu  thereof  "services  for  children  with  physical  or  mental  impair- 
ments". 

(f )  Part  2  of  title  V  of  the  Social  Security  Act,  as  amended  hj  the  preceding 
provisions  of  this  Act,  is  further  amended  by  adding  at  the  end  thereof  the 
following  new  section : 

''Defiiiition 

"Sec.  515.  The  term  'Federal  impaired  children's  percentage'  for  any  State 
shall  be  100  per  centum  less  the  State  percentage ;  and  the  State  percentage  shall 
be  that  i}ercentage  which  bears  the  same  ratio  to  45  per  centum  as  the  square 
of  the  per  capita  income  of  such  State  bears  to  the  square  of  the  per  capita  in- 
come of  the  continental  United  States  (including  Alaska)  and  Hawaii;  except 
that  (i)  the  Federal  impaired  children's  percentage  shall  in  no  case  be  less 
than  50  per  centum  or  more  than  83  per  centum,  and  (ii)  the  Federal  impaired 
children's  percentage  for  Puerto  Rico,  the  Virgin  Islands,  and  Guam  shall  be 
55  per  centum.  The  Federal  impaired  children's  percentage  for  any  State 
shall  be  determined  and  promulgated  in  accordance  with  the  provisions  of  sub- 
paragraph (B)  of  section  1101(a)  (8)  ;  except  that  Secretary  shall  promulgate 
such  percentage  as  soon  as  possible  after  the  enactment  of  this  part,  which 
promulgation  shall  be  conclusive  for  each  of  the  six  quarters  in  the  period 
beginning  January  1,  1966,  and  ending  with  the  close  of  June  30,  1967." 

Senator  Andersox.  Thank  you,  Mr.  Schloss. 

Senator  Douglas  ? 

Senator  Douglas.  ISTo  questions. 

Senator  Curtis.  I  want  to  say  I  appreciate  the  opportunity  of 
hearing  your  testimon}^  In  reference  to  the  permanently  and  totally 
disabled  within  the  definition  of  the  Social  Security  Act,  a  blind  person 
is  not  such  per  se,  is  he  ? 

Mr.  Schloss.  Not  as  far  as  cash  disability  insurance  benefits  are 
concerned. 

Senator  Curtis.  Are  all  of  them  excluded  or  does  it  depend  on  the 
circumstance  and  condition  ? 

Mr.  Schloss.  As  far  as  cash  benefits  are  concerned,  if  a  blind  in- 
dividual has  earnings  which  could  range  anyvdiere  from  $600  to 
$1,200  a  year,  as  I  indicated,  he  may  be  excluded  from  entitlement  to 
cash  benefits. 

Senator  Curtis.  Perhaps  I  didn't  state  my  question  correctly. 
Would  the  disability  of  blindness  alone  entile  a  person  to  a  rating  of 
totally  a,nd  pemianently  disabled  so  far  as  the  Social  Security  Act 
is  concerned  ? 

Mr.  Schloss.  At  the  present  time  ? 

Senator  Curtis.  Yes. 

Mr.  Schloss.  No,  sir. 

Senator  Curtis.  It  would  not  ? 

Mr.  Schloss.  No,  sir. 

Senator  Curtis.  It  would  have  to  be  accompanied  by  other  dis- 
abilities ? 

Mr.  Schloss.  No.  He  would  have  to  be  unable  to  engage  in  substan- 
tial gainful  activity. 
Senator  Curtis.  Yes. 

What  I  am  getting  at  is  this:  Are  there  people  whose  main  and 
perhaps  only  identifiable  disability  is  the  loss  of  sight,  are  there 
some  of  them  who  were  in  occupations  and  were  in  circmnstanc^ 
so  that  this  fact  alone  has  qualified  them  for  the  disability  benefits 
m  social  security  ? 

Mr.  Schloss.  Yes,  sir ;  I  believe  there  are. 

Senator  Curtis.  But  not  a  great  number  ? 
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Mr.  ScHLOss.  I  don't  believe  that  there  are — it  would  be  difficult 
for  me  to  say  how  many  blind  people  there  are  on  the  rolls.  I  think 
the  last  time  I  checked  the  figures  with  the  Social  Security  Adminis- 
tration there  were  somewhere  around  30,000  disability  insurance  bene- 
ficiaries who  were  blind. 

Senator  Curtis.  But  those  statistics  wouldn't  reveal  whether  or  not 
they  had  other  disabilities  ? 

Mr.  ScHLOss.  They  would  not ;  no,  sir.  This  would  be  the  principal 
disability.  It  is  not  infrequent  for  a  blind  person  to  have  some  hear- 
ing impairment,  perhaps  other  disabilities,  too.  It  depends  on  how 
his  blindness  came  about.  Some  injuries  would  certainly  cause  other 
disabilities  as  well  as  blindness. 

Senator  Curtis.  I  think  the  blind  are  to  be  commended  and  their 
leaders  are  for  the  accomplishments  and  the  stress  they  have  placed 
upon  training  and  rehabilitation  and  self-reliance.  I  think  it  has  been 
a  very  beneficial  thing  for  our  society.  In  addition  to  that  I  think  it 
has  helped  a  great  many  sightless  persons  to  have  a  more  worthwhile 
life. 

Thank  you. 

Senator  Anderson.  Thank  you  very  much,  Mr.  Schloss,  for  your 
appearance  here  this  morning. 
Mr.  ScHLOSS.  Thank  you,  sir. 

Senator  Anderson.  We  have  a  brief  message  here  from  Congress- 
man James  Kee,  Democrat,  of  West  Virginia.  He  has  submitted  a 
Avritten  statement  for  the  record  which  he  has  asked  to  place  in  the 
record,  preceding  the  oral  presentation  of  our  next  witness.  Dr.  Judd 
Chapman. 

Without  objection,  that  will  be  done. 

(The  statement  referred  to  follows :) 

Statement  of  Repeesentative  James  Kee,  Democrat,  op  West  Virginia,  on 
Suggested  Amendments  to  H.R.  6675 

Mr.  Cliairman  and  distinguished  members  of  the  Committee  on  Finance  of 
the  U.S.  Senate,  it  is  a  privilege  to  have  this  opportunity  to  submit  to  your 
committee  this  statement  in  support  of  an  amendment  to  the  bill  now  under 
consideration,  known  as  the  Social  Security  Amendments  of  1965,  H.R.  6675. 

As  you  are  aware,  this  bill  was  considered  and  passed  by  the  House  under 
what  is  known  as  a  closed  rule,  which  prevented  amendments  being  offered 
from  the  floor.  It  is  my  hope  that  your  committee  will  favorably  report  an 
amendment  to  this  important  legislation  which  will  read  substantially  as 
follows : 

"Notwithstanding  any  other  provisions  of  the  Social  Security  Act,  whenever 
payment  is  authorized  for  services  which  an  optometrist  is  licensed  to  perform, 
the  beneficiary  shall  have  the  freedom  to  obtain  such  services  from  either  a 
physician  skilled  in  diseases  of  the  eye  or  an  optometrist,  whichever  he  may 
select." 

Optometry  is  mentioned  in  the  bill,  but  there  are  many  places  which  should 
be  amended  in  order  to  make  clear  the  intent  of  Congress  that  beneficiaries 
of  the  legislation  who  are  entitled  to  services  which  could  be  rendered  either  by 
a  physician  skilled  in  the  diseases  of  the  eye  or  by  an  optometrist  should  be 
free  to  choose  any  licensed  member  of  either  profession. 

In  a  bill  as  voluminous  as  this  one  is,  it  is  diflScult — in  fact,  practically  im- 
possible— to  insert  the  appropriate  wording  in  the  various  places  in  order  to 
carry  out  the  intent  of  Congress  and  afford  the  beneficiaries  freedom  of  choice ; 
and  it  is  for  this  reason  that  I  respectfully  suggest  that  a  short  section  be  added 
to  the  bill  on  page  296,  to  be  known  as  section  409  and  worded  as  set  forth  in  the 
beginning  of  my  statement.  I  am  in  absolute,  full,  and  complete  agreement  with 
this  proposed  amendment. 
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West  Virginia  is  a  State  of  great  beauty  and,  while  the  distances  are  not  great, 
travel  is  difaciilt  in  many  places.  ^Ye  have  many  more  optometrists,  particularly 
in  the  rural  areas,  than  we  have  ophthalmologists. 

It  has  been  my  good  fortune  to  be  a  lifelong  friend  of  Dr.  William  Greenspon, 
of  my  home  city.  Bluefield,  W.  Va.  He  is  now  a  trustee  of  the  American  Opto- 
metric  Association.  Last  year  he  received  the  award  as  "The  Optometrist  of 
the  South" ;  in  1963,  the  Apollo  Award,  the  highest  honor  in  his  profession ;  and 
he  also  was  director  of  the  Department  of  National  Affairs  of  the  American 
Optometric  Association. 

Dr.  Michael  A.  Krupey,  another  Bluefielder,  and  a  very  close  and  valued  friend 
to  whom  I  am  indebted,  is  secretary  of  the  West  Virginia  Board  of  Optometric 
Examiners. 

Dr.  W.  Judd  Chapman,  of  Tallahassee,  Fla..  is  also  well  known  to  mi>.  Last 
year  he  was  president  of  the  American  Optometric  Association ;  this  year  he  is 
chairman  of  its  legislative  committee  and  will  today  testify  before  your  commit- 
tee on  behalf  of  the  association,  expressing  their  views  with  reference  to  this 
legislation. 

There  are  two  other  amendments  which  I  also  respectfully  request  to  be  in- 
cluded in  the  bill  and  these  pertain  to  the  authorization  of  funds  for  grants  for 
the  health  of  children.  The  optometric  profession  has  made  substantial  con- 
tributions in  the  field  of  vision  care  and  I  am  confident  that  it  was  an  oversight 
that  the  authority  provided  in  H.R.  6675  omitted  schools  and  colleges  of  optometry 
from  this  program.  The  amendments  are  simple,  involve  merely  the  inclusion  of 
the  word  "optometry"  in  the  appropriate  place  in  line  14,  page  150  of  the  bill, 
and  the  other  including  the  word  "optometric"  on  line  12,  page  151  of  the  bill. 

I  appreciate  the  difiicult  problem  which  confronts  your  committee.  However, 
I  strongly  believe  that  the  suggested  amendments  are  in  the  public  interest  and 
I  hope  that  following  thorough  consideration,  these  amendments  will  be  included 
in  the  bill  when  reported. 

STATEMENT  OF  W.  JTIDB  CHAPMAN,  O.D.,  BEPEESENTING  THE 
AMEHICAN  OPTOMETHIC  ASSOCIATION;  ACCOMPANIED  BY 
WILLIAM  E.  MacCEACKEN,  JE.,  COUNSEL 

Dr.  Chapmax.  Tliank  you  very  much,  Senator  Anderson.  I  am 
going  to  ask  for  your  permission  that  the  printed  statement  be  entered 
into  your  record,  and  for  the  purpose  of  conserving  time  I  am  not  go- 
ing to  follow  that  statement  verbatim  but  rather  mention  certain 
critical  areas  which  deserve  the  special  attention  of  this  committee. 

Senator  Axderson.  Without  objection,  your  statement  will  be  in- 
serted in  full  in  the  record. 

Dr.  Chap]max.  Thank  you,  sir. 

I  am  Dr.  J udd  Chapman,  a  practicing  optometrist  from  Tallahassee, 
Fla.,  and  uiimediate  past  president  of  the  American  Optometric 
Association. 

I  have  with  me  at  the  table  this  morning  Mr.  William  E.  Mac- 
Cracken,  Jr.,  the  Washington  counsel  of  the  American  Optometric 
Association. 

Senator  Axdersox.  And  a  good  friend  of  many  of  us. 
Dr.  Chapmax.  Yes,  sir ;  I  realize  that. 

Senator  Douglas.  A  very  distinguished  citizen  of  Illinois,  too. 

Dr.  Chapmax.  I  might  point  out,  here,  that  I  was  tempted  a  little 
earlier  this  morning,  when  the  question  arose  concerning  the  matter  of 
method  of  getting  married  in  Florida,  that  I  was  not  aware  that  it 
was  exactly  as  the  one  witness  had  indicated,  and  if  it  is  true  I  am 
going  back  and  search  it  out. 

Senator  Axdersox.  We  will  make  no  extra  charge  for  that  legal 
instruction. 

Senator  Douglas.  I  believe  California  is  included  in  there. 
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Dr.  Chapman.  I  would  like  to  point  out,  gentlemen,  that  there  are 
17,000  practicing  optometrists  in  the  United  States.  Our  association 
represents  over  13,000  of  that  number  and  has  an  affiliation  in  50 
States  plus  the  District  of  Columbia.  We  are  proud  also  of  the  450 
commissioned  officers — optometry  officers — in  the  Army,  Navy,  and 
Air  Force.  I  had  the  privilege  yesterday  afternoon  of  visiting  our 
optometric  installation  at  the  Andrews  Air  Force  Base  here  in  Wash- 
ington. 

I  would  point  out,  too,  that  there  are  many  subspecialties  of  my 
profession,  among  them  being  the  concern  we  have  for  the  visual  fac- 
tors of  highway  safety.  I  shall  not  take  the  time  of  the  committee 
to  relate  others  of  these  specialties  because  they  are  included  in  the 
printed  testimony,  but  I  would  like  to  point  out  that,  just  as  recently 
as  yesterday  afternoon,  I  had  occasion  to  attend  a  reception  at  the 
National  Academy  of  Sciences  where  the  optometric  members  of  the 
Armed  Forces  Committee  on  Vision  submitted  testimony  and  papers 
which  indicated  that  there  needs  to  be  great  improvement  in  the  con- 
struction and  in  the  design  of  automobiles  for  the  purpose  of  elimi- 
nating certain  hazards  which  are  created  by  obstructions  to  the  vision 
of  the  drivers  of  these  vehicles. 

Senator  Douglas.  That  was  a  hearing  before  the  National  Academj^ 
of  Sciences  ? 

Dr.  Chapman.  Yes,  sir. 

Senator  Douglas.  This  is  the  foremost  scientific  body  in  the  coun- 
try. 

Dr.  Chapman.  We  consider  it  to  be,  sir ;  yes. 

Senator  Douglas.  And  they  recognized  optometrists  as  qualified 
witnesses  ? 

Dr.  Chapman.  I  would  qualify  this  to  the  degree,  Senator,  that  this 
was  not  a  matter  of  testimony.  I  think  I  used  that  terminology. 
This  was  an  annual  meeting  of  the  Armed  Forces  Committee  on 
Vision  of  the  National  Academy  of  Sciences.  It  was  not  a  matter  of 
testimony. 

Senator  Douglas.  But  they  admitted  optometrists. 
Dr.  Chapman.  Our  members  are  ver}^  prominent  on  that  com- 
mittee. 

Senator  Douglas.  They  read  scientific  papers  ? 

Dr.  Chapman.  They  read  several  papers  there  during  this  meeting. 
I  only  mentioned  the  one  regarding  highway  safety  because  we  are 
deeply  concerned  about  that  particular  one. 

Senator  Anderson.  Since  there  has  been  a  pause  or  a  break,  you 
mentioned  one  subject  here  that  interests  me  very  much.  It  says  a 
study  of  visual — no,  I  am  sorry,  the  fitting  of  telescopic  spectacles. 

Dr.  Chapman.  Yes,  sir. 

Senator  Anderson.  When  Winston  Churchill  came  over  here  in 
1941,  Christmastime,  in  a  speech  to  the  American  Congress  he  had  a 
manuscript  a  yard  away  from  him,  put  on  his  glasses  and  read  it  per- 
fectly, standing  way  back  moving  around  as  much  as  he  could,  and 
someone  told  me  he  had  telescopic  spectacles. 

I,  being  a  little  over  6  feet  tall,  frequently  go  to  speak  at  places 
where  the  podium  is  doym  at  the  waist  level  and  I  can't  see  the  cussed 
thing  to  save  my  life  and  I  went  to  somebody  and  tried  to  get  tele- 
scopic spectacles.   I  was  told  you  didn't  have  such  a  thing. 
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Dr.  Chapmax.  Senator  Anderson,  may  I  comment  on  that  and  tell 
you  exactly  what  you  can  do  ? 
Senator  Anderson.  Yes. 

Dr.  Chx\pman.  It  does  not  require  telescopic  spectacles.  Those  are 
devices  which  are  used  for  people  who  are  blind  and  yet  have,  let's 
be  sure  I  get  this  terminology  right,  they  still  have  usable  retinal  areas 
in  the  eye  where  a  largely  magnified  image  can  create  sight. 

The  telescopic  device  merely  magnifies  the  image  to  such  a  degree 
that  sight  is  permitted. 

Now,  what  you  need  is  the  use  of  a  trifocal  lens,  which  is  not  com- 
plicated at  all,  which  is  a  very  common  device  used  by  optometrists 
for  many  years.  This  lens  is  designed  with  one  part  of  its  component 
at  a  distance  of  about  20  to  25  or  30  inches  aw^ay  depending  upon  where 
you  want  to  put  it. 

I  might  tell  you  that  the  comptroller  of  the  State  of  Florida  ap- 
proached me  one  time  with  a  problem  of  attending  conventions,  and 
I  suspect  this  is  part  of  your  problem  as  Avell.  He  w^as  not  able  to 
read  the  name  tags  on  various  delegates  and  he  felt  that  this  was  not 
in  the  best  political  sense,  so  wx  adjusted  a  pair  of  trifocals  for  that 
distance  and  he  could  stand  away  as  far  as  about  6  feet  and  read  very 
easily  the  names  of  the  attending  delegates. 

Senator  Anderson.  I  have  w^orn  bifocals  and  trifocals  but  I  didn't 
know  you  could  get  a  special  adjustment  and  read  a  yard  away. 

Dr.  Chapman.  Yes,  sir. 

Senator  Anderson.  Thank  you. 

I  charge  no  extra  for  advice  and  I  hope  you  don't  either.  [Laughter.] 

Dr.  Chapman.  No,  sir;  I  am  pleased  if  there  are  any  other  questions 
of  that  nature  you  would  like  to  ask  me.   Just  feel  free  to  do  so. 

I  would  also  like  to  point  out,  too,  that  the  10  optometry  schools  of 
this  Nation  are  all  nationally  accredited  institutions,  and  to  also 
indicate  the  pride  we  have  as  a  profession  in  the  fact  that  our  institu- 
tions are  moving  toward  additional  educational  time.  Particularly 
in  the  State  of  Ohio,  our  School  of  Optometry  at  Ohio  State  just  re- 
cently inaugurated  a  full  6-year  optometric  degree-granting  program. 

Senator  Douglas.  You  have  a  School  of  Optometry  at  Columbia,  do 
you  ? 

Dr.  Chapman.  Yes,  sir ;  at  Ohio  State  in  Columbus,  Ohio. 
Senator  Douglas.  Columbia,  in  New  York  ? 

Dr.  Chapman.  I  am  sorry,  there  was  one  at  Columbia  University 
years  ago  but  there  is  not  one  there  at  this  time. 

I  misunderstood  you ;  I  thought  you  were  saying  Columbus,  Ohio, 
at  Ohio  State.  No,  there  is  not  one  at  Columbia  now. 

Senator  Douglas.  But  there  used  to  be  ? 

Dr.  Chapman.  Yes,  sir. 

We  also  are  inaugurating  a  similar  6-year  program  at  the  School  of 
Optometry  at  the  University  of  Indiana.  Plans  are  underway  for 
the  optometry  school  at  the  University  of  California  to  go  to  a  full 
6 -year  program. 

Over  Y5  percent  of  all  Americans  go  to  optometrists  for  vision  care. 
I  want  to  point  out  that  there  is  a  difference  between  optometric  vision 
care  and  medical  vision  care. 

Senator  Anderson.  May  I  ask  you  a  question  ? 

Dr.  Chapman.  Yes,  sir. 

Senator  Anderson.  I  wondered  about  this. 
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Over  75  percent  of  all  Americans  go  to  the  optometrists  when  they 
need  vision  care.  Not  75  percent  of  all  Americans,  but  those  needing 
vision  care  go  to  an  optometrist. 

Dr.  Chapman.  That  is  correct. 

Because  of  this  difference  in  the  two  types  of  services  rendered  by 
the  specific  professions  mentioned,  we  feel  very  strongly  that  the  indi- 
viduals of  this  Nation  who  are  in  need  of  such  care,  should  have  the 
freedom  to  choose  which  profession  they  propose  to  utilize. 

Congress  has  shown  its  clear  intent  that  more  optometrists  should 
be  trained  to  care  for  the  vision  needs  of  the  people  of  the  United 
States. 

Last  year.  Senate  bill  2180,  the  Williams-Roberts  bill,  provided  loans 
for  optometric  students  and  also  loans  for  the  construction  of  addi- 
tional optometric  facilities. 

I  would  point  out  here  that  if  H.R.  6675  is  passed  without  the  pro- 
posed freedom-of -choice  amendment  which  is  proposed  in  my  testi- 
mony, there  is  every  chance  that  these  increased  numbers  of  optom- 
etrists will  not  be  available  to  the  recipients  or  to  those  who  need  this 
type  of  vision  care. 

The  House  Ways  and  Means  Committee  in  this  bill  sought  to  elimi- 
nate this  problem  by  appropriate  language  in  the  present  bill. 

However,  there  are  certain  sections  of  it  where  the  language  does 
not  adequately  portray  this  freedom-of -choice  method. 

Title  II  of  the  bill,  for  example,  calls  for  a  comprehensive  health 
care  program  for  needy  children,  and  optometry  services  in  this  par- 
ticular program  are  completely  overlooked. 

Senator  Douglas.  A'^Hiat  page  is  covered  in  that  statement  ? 

Dr.  Chapman.  Senator,  I  belive  it  is  on  page  150  and  151.  I  believe, 
as  I  proceed  with  this,  Senator  Douglas,  the  specific  area  can  be  pointed 
out.    I  think  I  have  it.    May  I  continue  and  come  back  to  it  ? 

Senator  Douglas.  Certainly. 

Dr.  Chapman.  Thank  you. 

Project  Head  Start,  having  to  do  with  the  poverty  program,  has 
indicated  that  there  are  over  700,000  preschool  children  who  need 
certain  types  of  vision  care  and  screening.  Our  association  was  the 
very  first  to  offer  our  complete  cooperation  in  the  care  of  these  700,000 
children  to  the  very  best  of  our  ability  to  do  so. 

Senator  Douglas,  referring  back  to  your  question,  the  pages  are  147, 
151,  and  150. 

I  would  like  to  quote  from  a  statement  which  has  been  prepared 
for  this  committee  by  Senator  Harrison  Williams  of  New  Jersey : 

I  call  your  attention  to  page  60  of  the  House  committee's  Report  No.  231. 
The  first  item  on  that  page  about  conditions  which  interfere  with  the  growth, 
development,  and  education  of  children  entering  school  says  about  10,200,000 
schoolchildren  are  in  need  of  eye  care.  Optometrists  take  care  of  the  vast  ma- 
jority of  vision  needs  of  children  and  yet  that  section  to  he  found  on  page  150 
of  the  hill,  which  authorizes  funds  to  take  care  of  these  needs,  provides  that 
schools  of  medicine  with  appropriate  participation  by  schools  of  dentistry  should 
take  care  of  them. 

Nothing  is  said  about  the  schools  and  colleges  of  optometry  who  are  best 
equipped  to  take  care  of  the  child's  vision  requirements. 

We,  therefore,  recommend,  gentlemen,  the  following  two  amend- 
ments to  correct  this  inequity.  That  on  page  150,  line  14,  after  the 
word  "dentistry"  insert  the  w^ords  "or  optometry." 
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And  on  page  151,  line  12,  strike  out  the  word  "botli"  and  insert 
after  the  word  "medical"  the  word  ''Optometric." 

These  two  amendments  would  merely  make  our  schools  and  colleges 
eligible  to  apply  for  grants  under  this  program. 

There  are  a  number  of  other  places  in  the  Social  Security  Act  where 
amendments  would  be  necessary  in  order  to  make  clear  the  intent  of 
Congress  that  when  it  comes  to  the  expenditures  of  Federal  funds  for 
vision  care,  beneficiaries  should  be  free  to  avail  themselves  of  the  serv- 
ices of  optometrists  if  they  so  desire. 

But  instead  of  attempting  to  correct  each  and  every  one  of  these  we 
would  respectfully  suggest  that  the  following  be  inserted  as  section 
409  on  page  296  of  the  bill : 

Notwitlistanding  any  other  provisions  of  the  Social  Security  Act,  whenever 
payment  is  authorized  for  services  which  an  optometrist  who  is  a  graduate  of 
an  accredited  school  of  optometry,  is  licensed  to  perform,  the  beneficiary  shall 
have  the  freedom  to  obtain  the  services  of  either  a  physician  skilled  in  diseases 
of  the  eye  or  an  optometrist,  whichever  he  may  select. 

This  amendment  adds  nothing  to  the  program  nor  does  it  take 
from  it.  It  simply  recognizes  the  fundamental  American  concept 
of  an  individual's  freedom.  There  is  no  additional  coverage.  It  pro- 
vides no  additional  services,  nor  does  it  enlarge  the  cost  of  the  program. 

We  believe  the  expressed  will  of  the  Congress  over  the  years  with 
respect  to  providing  this  very  necessary  option  to  beneficiaries  of 
Government  sponsored  health  programs  should  be  continued  by  mak- 
ing this  correction  in  the  Social  Security  Act. 

I  am  prepared,  gentlemen,  to  answer  any  questions  that  you  might 
have  regarding  my  testimony  or  the  position  of  my  profession  in 
this  matter  about  which  we  feel  so  deeply  and  which  we  are  so  deeply 
concerned.  I  thank  you  for  the  opportunity  of  having  these  moments 
with  you. 

(The  prepared  statement  of  Dr.  Chapman  follows:) 
Statement  of  W.  Judd  Chapman,  O.D. 

Mr.  Chairman  and  members  of  the  committee,  it  is  both  a  privilege  and  a 
pleasure  to  again  appear  before  this  committee,  to  present  the  views  of  the 
American  Optometric  Association  concerning  the  Social  Security  Amendments 
of  1965,  H.R.  6675. 

As  the  immediate  past  president  of  the  association,  I  am  a  member  of  its 
board  of  trustees.  I  am  engaged  in  the  practice  of  optometry  at  205  South  Mon- 
roe Street,  Tallahassee,  Fla.  I  graduated  from  Northern  Illinois  College  of 
Optometry  in  1949,  having  previously  atended  the  University  of  Florida.  Sub- 
sequently I  took  postgraduate  work  in  the  contact  lens  field  at  the  School 
of  Optometry,  University  of  Houston.  I  am  a  member  of  the  American  Academy 
of  Optometry,  American  Optometric  Foundation,  a  former  president  of  the 
Florida  State  Board  of  Examiners  in  Optometry  and  hold  a  Reserve  commis- 
sion in  the  U.S.  Air  Force,  Biomedical  Sciences  Corps  (optometry). 

The  American  Optometric  Association  is  an  affiliation  of  State  associations  in 
the  50  States  and  the  District  of  Columbia.  Our  membership  includes  optome- 
trists who  are  commissioned  and  on  active  duty  in  the  Army,  Navy,  and  Air 
Force  (of  which  there  are  some  450).  Also,  some  of  our  members  are  employed 
by  the  Federal  Government  in  its  various  agencies.  There  are  approximately 
17,000  practicing  optometrists  in  the  United  States,  atod  most  of  that  number  are 
members  of  our  association. 

The  stated  purposes  of  the  association  are  to  advance,  improve,  and  enhance 
the  vision  care  of  the  public ;  to  unite  optometrists ;  to  encourage  and  assist  in 
the  improvement  of  the  art  and  science  of  optometry ;  to  elevate  unceasingly  the 
standards  and  ethics  of  the  profession  of  optometry ;  and  to  protect  and  defend 
the  inalienable  right  of  every  person  to  freedom  of  choice  of  practitioner. 
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Optometry  is  a  specialized  field,  but  contains  within  its  scope  certain  sub- 
specialties. Among  these  subspecialties  are  visual  training,  the  fitting  of  tele- 
scopic spectacles  and  similar  devices  to  the  near  blind,  contact  lenses,  visual 
problems  in  aeronautics  and  space,  the  study  of  visual  factors  in  highway  safety, 
industrial  optometry,  and  the  relations  of  proper  lighting  and  similar  factors 
to  safety,  efficiency,  and  productivity  in  the  factory,  office,  schoolroom,  and  the 
home. 

An  optometrist  must  be  a  graduate  of  an  accredited  school  or  college  of  optom- 
etry and  must  have  passed  the  licensing  examination  of  the  board  of  optometry 
in  the  State  where  he  practices.  In  addition,  he  must  conform  to  rules  of  prac- 
tice prescribed  by  State  law  and  his  licensing  authority.  He  becomes  a  member 
of  the  American  Optometric  Association  only  through  membership  in  his  State 
optometric  association.  In  order  to  retain  his  membership  he  must  conduct  his 
practice  in  accordance  with  optometry's  code  of  ethics. 

Optometrists  take  care  of  the  vision  requirements  of  some  90  million  Ameri- 
cans. Over  75  percent  of  all  Americans  go  to  an  optometrist  when  they  need 
vision  care.  The  remaining  25  percent  go  to  physicians  skilled  in  diseases  of  the 
eye  or  ophthalmologists.  Physicians  are  by  statute  privileged  to  practice  optom- 
etry but  that  does  not  mean  that  optometric  vision  care  and  medical  vision  care 
are  identical.  They  are  in  fact  different.  Time  will  not  permit  me  to  explain 
the  differences  but  because  of  them,  the  individual  should  be  free  to  choose 
a  practitioner  licensed  either  as  a  physician  or  as  an  optometrist.  It  is  our  re- 
sponsibility to  prescribe  orthoptics,  visual  training  or  corrective  lenses  when  we 
determine  that  they  are  necessary  and  to  supervise  and  instruct  our  patients  in 
their  use.  In  order  to  make  a  complete  examination  and  to  determine  the  proper 
prescription  to  improve  a  patient's  vision,  it  is  required  that  we  have  the  con- 
fidence of  our  patients  and  that  we  secure  their  cooperation.  In  order  to  estab- 
lish such  a  relationship,  it  is  essential  that  the  patient  realize  that  he  is  the  one 
who  has  selected  his  practitioner  and  is  free  to  make  a  change  any  time  he  be- 
lieves that  it  would  be  in  his  interest. 

Vision  is  one  of  God's  greatest  gifts  to  man.  H.R.  6675  and  the  committee 
report  together  consist  of  560  printed  pages  containing  tables  which  are  in  very 
fine  print.  One  needs  comfortable  vision  in  order  to  read  and  inwardly  digest 
this  material.  While  this  bill  provides  benefits  for  the  young  and  old,  its  pri- 
mary purpose  is  to  assist  those  over  65  years  of  age.  At  that  point  in  life, 
over  90  percent  of  our  fellow  citizens  are  in  need  of  vision  care  which  can  be 
provided  by  members  of  our  profession. 

Without  the  services  which  optometrists  perform,  most  Americans  would  not 
be  able  to  function  at  their  maximum  productivity  in  our  complex  technolog- 
ical society. 

In  passing  H.R.  8546  last  year  to  provide  loans  for  optometric  students,  Con- 
gress expressed  its  clear  intent  that  more  optometrists  be  made  available  to 
take  care  of  the  vision  problems  of  our  children,  our  elderly,  and  in  fact  all 
age  groups.  If  H.R.  6675  is  passed  without  the  amendment  to  be  known  as 
section  409  of  the  bill  their  right  to  use  this  manpower  will  be  substantially 
curtailed. 

The  House  Ways  and  Means  Committee  sought  to  resolve  this  problem  by  in- 
serting in  the  appropriate  places  language  which  they  believed  would  allow 
beneficiaries  of  the  act  the  freedom  to  determine  their  choice  as  to  the  qualified 
discipline  to  serve  their  vision  needs. 

For  instance,  there  is  a  provision  in  the  public  assistance  amendments  under 
"Definition  of  Services"  (sec.  1905,  p.  142)  authorizing  payment  for  "eyeglasses 
prescribed  by  a  physician  skilled  in  diseases  of  the  eye  or  by  an  optometrist, 
which  ever  the  individual  may  select." 

Section  1902(12)  (a)  on  page  128  provides  "that  in  determining  whether 
an  individual  is  blind,  there  shall  be  an  examination  by  a  physician  skilled  in 
the  diseases  of  the  eye  or  by  an  optometrist,  whichever  the  individual  may 
select." 

In  excluding  from  the  basic  and  supplementary  plans  (title  I,  sec.  1862,  p.  88) 
"eyeglasses,  or  examination  for  the  purpose  of  prescribing,  fitting,  or  changing 
eyeglasses,  etc.,"  it  was  clearly  the  intention  of  the  House  committee  to  exclude 
all  vision  services  which  either  a  physician  or  an  optometrist  might  render. 

However,  there  are  a  number  of  areas  in  this  bill  where  it  is  not  clear  that  the 
beneficiary  may  chose  between  optometrists  and  physicians  skilled  in  diseases 
of  the  eye  for  services  which  an  optometrist  is  licensed  to  perform. 

Under  tha  basic  and  supplementary  plans,  for  example,  patients  of  physicians 
can  be  reimbursed  for  examinations  ending  in  referral  for  surgical  or  pathologi- 
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cal  treatment  of  the  eye,  for  contact  lenses,  for  prescribing  and  fitting  artificial 
eyes,  and  for  orthoptics  or  visual  training.  Patients  of  optometrists,  however, 
would  not  be  reimbursed  for  these  services. 

The  services  of  physicians,  dentists,  nursing  homes,  and  others  are  clearly 
covered  under  the  definition  section  on  public  assistance  but  the  optometrists' 
services  are  not.  Eyeglasses  are  to  be  available  at  the  States  option  if  prescribed 
by  either  a  physician  skilled  in  diseases  of  the  eye  or  by  an  optometrist,  but,  if 
they  are  not  provided,  and  remedial  care  is  not  interpreted  to  provide  opto- 
metric  care,  physicians'  services  may  be  provided  which  include  vision  service. 
Under  these  conditions  the  vision  services  to  patients  of  the  physician  are  reim- 
bursed but  not  similar  services  to  patients  of  optometrists.  This  can  result, 
and,  in  fact  has  resulted,  in  payments  being  made  for  physician  services,  in- 
cluding examination  of  the  eye,  orthoptics,  and  visual  training,  while  payments 
are  denied  to  optometrists  who  have  rendered  those  same  services. 

Under  the  bill,  an  optometrist  or  a  physician  can  be  reimbursed  for  determining 
whether  an  individual  is  blind  but  payment  for  services  following  such  determina- 
tion is  left  in  doubt.  There  have  been  many  instances  where  physicians  have 
been  paid  for  the  necessary  aftercare,  but  optometrists,  although  they  rendered 
the  same  care,  were  denied  payment. 

The  services  of  optometrists  are  completely  overlooked  under  title  II  of  this 
bill  although  comprehensive  health  care  of  the  needy  child  is  mandated.  This 
despite  the  fact  that  our  association  is  now  busily  engaged  in  Project  Head  Start, 
which  plans  to  use  optometrists  in  serving  the  vision  needs  of  approximately 
700,000  preschool  children  of  the  poor  this  summer.  The  House  committee 
report  indicates  that  a  high  priority  should  be  given  to  caring  for  the  vision 
needs  of  the  young  beneficiaries  of  this  title. 

Section  532(b)  on  page  150  of  the  bill  authorizes  grants  for  these  services  to 
"any  school  of  medicine  (with  appropriate  participation  by  a  school  of  den- 
tistry)." This  same  section  on  page  151  provides  that  no  project  shall  be 
eligible  "unless  it  includes  *  *  *  at  least  such  screening,  diagnosis,  preventive 
services,  treatment,  correction  of  defects,  and  aftercare,  both  medical  and  dental, 
as  may  be  provided  for  in  the  regulations  of  the  Secretary."  The  way  this 
section  is  drafted  precludes  the  utilization  of  any  of  the  authorized  funds  for 
projects  in  schools  or  colleges  of  optometry. 

We  therefore  recommend  the  following  two  amendments  to  correct  it : 

On  page  150,  line  14,  after  the  word  "dentistry,"  insert  the  words  "or  optom- 
etry." 

Page  151,  line  12,  strike  out  the  word  "both"  and  insert  after  the  word 
"medical,"  the  word  "optometric." 

These  two  amendments  would  merely  make  our  schools  and  colleges  aligible 
to  apply  for  grants  under  this  program. 

There  are  a  number  of  other  places  in  the  bill  where  amendments  would  be 
necessary  in  order  to  make  clear  the  intent  of  Congress  that  when  it  comes 
to  the  expenditures  of  Federal  funds  for  vision  care,  beneficiaries  should  be  free 
to  avail  themselves  of  the  services  of  optometrists  if  they  so  desire,  but  instead 
of  attempting  to  correct  each  and  every  one  of  these,  we  would  respectfully 
suggest  that  the  following  be  inserted  as  section  409  on  page  296  of  the  bill : 

"Notwithstanding  any  other  provisions  of  the  Social  Security  Act,  whenever 
payment  is  authorized  for  services  which  an  optometrist,  who  is  a  graduate 
of  an  accredited  school  of  optometry,  is  licensed  to  perform,  the  beneficiary 
shall  have  the  freedom  to  obtain  the  services  of  either  a  physician  skilled  in 
diseases  of  the  eye  or  an  optometrist,  whichever  he  may  select." 

This  amendment  adds  nothing  to  the  program  nor  does  it  take  from  it.  It 
simply  recognizes  the  fundamental  American  concept  of  an  individual's  freedom. 

We  believe  the  expressed  will  of  the  Congress,  over  the  years  with  respect 
to  providing  this  very  necessary  option  to  beneficiaries  of  Government-sponsored 
health  programs,  should  be  continued  by  making  this  correction  in  the  Social 
Security  Act. 

Mr.  Chairman,  I  wish  to  thank  you  and  the  members  of  this  committee 
for  the  opoprtunity  to  once  again  speak  up  for  the  visual  welfare  of  our  Nation, 
If  you  have  any  questions  I  will  be  pleased  to  answer  them. 

Senator  Douglas.  Dr.  Chapman,  I  know  tlie  Illinois  Colleo-e,  the 
Northern  Illinois  College  of  Optometry  is  regarded  very  highly.  Let 
me  ask  yon  this:  Does  the  American  Medical  Association  recognize 
optomc  try  as  a  science  ? 
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Dr.  Chapman.  Senator,  that  is  a  difficult  question  to  answer  in  just 
one  statement  "Yes"  or  "ISTo."  Because  of  differences  in  the  methods 
of  attack  on  the  problem.s  of  vision  over  the  many  years  that  my  pro- 
fession has  been  in  existence  a  difference  in  philosophy  has  created 
differences  in  political  opinion  between  my  group  and  that  of  medicine. 

There  have  been  times  when  the  science  of  optometry  has  been 
recognized  by  medicine,  and  if  you  place  it  on  an  individual  practi- 
tioner basis  in  the  communities  throughout  this  Nation,  that  recog- 
nition, I  think  is  sound,  by  and  large. 

But  when  it  comes  to  a  political  recognition  of  optometry  as  a 
science,  there  is  definitely  a  question.  There  have  been  passed  by 
the  house  of  delegates  of  the  American  Medical  Association  resolu- 
tions declaring  it  unethical  for  medical  practitioners  to  involve  them- 
selves with  optometrists  in  many  different  ways.  I  wouldn't  have  time 
to  give  you  all  of  these,  but  certain  relationships  with  optometrists  are 
considered  unethical.  In  that  sense  you  might  say  that  organized 
medicine  does  not  recognize  optometry. 

Senator  Douglas.  You  speak  of  political  relationships.  Wouldn't 
the  American  Medical  Association  say  these  were  scientific  judgments  ? 

Dr.  Chapman.  Well,  I  suspect  tha,t  they  would,  Senator,  yes. 

Senator  Douglas.  Do  I  correctly  understand  that  optometry  is  pri- 
marily based  upon  the  science  of  optics  and  of  vision,  physical  science  ? 

Dr.  Chapman.  Yes,  it  is  more  a  matter  of  a  physical  science,  how- 
ever.   It  is  more  a  mater  of  physiological  and  psychological  optics. 

Senator  Douglas.  You  include  psychiology  as  fell  as  optics  ? 

Dr.  Chapman.  And  psychology  as  well  as  pathology.  You  see, 
the  first  requirement  of  an  optometrist  of  today  is  to  determine  whether 
or  not  this  eye  with  which  he  is  going  to  deal  for  the  next  hour  is  a 
healthy  eye. 

If  it  is  not,  it  demands  the  attention  of  a  qualified  medical  practi- 
tioner and  an  optometrist  is  trained  

Senator  Douglas.  And  you  as  an  optometrist  will  refer  him  to  a 
qualified  medical  practitioner  ? 

Dr.  Chapman.  Absolutely. 

Senator  Douglas.  And  not  content  yourself  merely  with  prescribing 
glasses  ? 

Dr.  Chapman.  That  is  correct. 

Senator  Douglas.  Or  corrective  exercises  ? 

Dr.  Chapman.  Upon  the  determination  that  this  is  an  unhealthy 
eye  he  will  then  proceed  to  utilize  the  various  procedures  which  he  has. 

Senator  Douglas.  The  American  Medical  Association  would  deny 
generally  that  an  optometrist  Is  qualified  to  judge  whether  or  not  the 
eye  is  healthy. 

Dr.  Chapman.  That  would  be  a  correct  statement  for  some  leaders 
of  the  AMA,  Senator  and  yet  a  great  part  of  our  training  is  taken  up 
with  the  study  of  ocular  pathology,  with  a  thorough  analysis  and 
understanding  of  the  health  of  the  human  eye. 

Senator  Douglas.  In  the  colleges  of  optometry  do  they  have  courses 
in  the  pathology  of  the  eye  ? 

Dr.  Chapman.  Yes,  sir ;  they  do.  But  I  would  point  out  again,  and 
emphasize,  that  the  treatment,  the  surgery,  the  handling  of  the  diseased 
eye,  which  by  the  way  includes  approximately  2  to  5  percent  of  the 
vision  care  problems  of  the  people  of  this  Sfation,  is  the  province 
of  the  physician. 
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Senator  Douglas.  It  is  a  common  practice,  is  it  not,  for  ophthal- 
mologists, they  are  recognized  as  physicians,  I  believe  

Dr.  Chapman.  Yes.  sir. 

Senator  Douglas  (continuing).  To  refer  patients  to  optometrists 
for  prescription  of  glasses,  is  it  not  ? 

Dr.  Chapman.  No,  sir ;  that  is  not  common  practice. 

Senator  Douglas.    That  is  not  common  practice  ? 

Dr.  Chapman.  IS'o.  Because  you  have  to  add  still  another  service, 
which  is  that  of  the  optician.  You  see  you  have  the  three  "O's,"  and 
that  "O." 

Senator  Douglas.  You  mean  that  the  ophthalmologist  will  recog- 
nize the  optician  but  not  the  optometrist  ^ 

Dr.  Chapman.  Well,  I  think  that  is  a  rather  good  statement ;  yes, 
sir.    But  let's  be  careful  

Senator  Douglas.  "V^Hiat  is  the  distinction  between  an  optician  and 
an  optometrist  ? 

Dr.  Chapman.  Well,  the  optician  does  not  examme  the  eye  at  all. 
The  optician  is  not  trained  in  the  examination  of  the  eye  or  any  of  its 
parts. 

Senator  Douglas.  You  mean  the  optician  is  a  technician  ? 
Dr.  Chapman.  He  is  a  technician. 

Senator  Douglas.  Working  under  the  direction  of  the  ophthal- 
mologist ? 

Dr.  Chapman.  He  might  be,  if  he  is  in  an  ophthalmologist's  office. 
He  is  also  permitted  to  have  his  own  establishment  when  he  chooses 
but  he  is  limited  in  what  he  can  do  in  that  establishment. 

Senator  Douglas.  Is  there  a  connection  between  optometrists  and 
opticians  ?    Do  you  prescribe  for  opticians  ? 

Dr.  Chapman.  ISTo,  sir ;  we  do  not  prescribe  for  opticians. 

However,  if  a  patient  requested  my  prescription  to  take  to  an 
optician  to  have  his  glasses  fabricated  he  could  certainly  have  it. 

Senator  Douglas.  In  other  words,  the  optician  is  more  or  less  a 
satellite  of  the  ophthalmologist,  is  that  right  ? 

Dr.  Chapman.  Yes,  he  is  and  yet  they  have  this  interesting  thing 
happening  nationwide  and  that  is  that  the  relationship  is  not  as  strong 
as  it  was  at  one  time,  because  the  ophthalmologist  is  now  bringing  the 
technician  into  the  office  and  doing  his  own  dispensing. 

Senator  Douglas.  You  mean  he  is  hiring  people  on  a  salary  or  on 
a  split  fee  basis  and  

Dr.  Chapman.  Well,  he  would  hire  them  for  a  salary  in  the  office 
as  a  technician  to  do  this  part  of  the  service.    J^ot,  optometry  

Senator  Douglas.  We  have  less  independent  practitioners  and  more 
salaried  technicians. 

Dr.  Chapman.  I  didn't  catch  the  first  part  of  your  question. 

Senator  Douglas.  You  see,  one  of  the  disputes  is  in  the  field  of  the 
so-called  specialties.  The  American  Medical  Association  does  not 
want  to  have  radiologists,  anaesthesiologists,  pathologists,  and  the  rest 
become  salaried  employees  of  hospitals  or  operating  on  a  percentage 
of  hospital  fees.  They  want  to  have  them  as  independent  practi- 
tioners. 

'Now,  what  I  am  trying  to  establish  is  whether  the  American  Medical 
Association  and  the  members  of  the  American  Medical  Association 
are  preserving  the  independence  of  the  oculist  or  are  they  making 
the  oculist  increasingly  a  salaried  technician  of  the  ophthalmologist? 
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Dr.  Chapman.  Well,  not  the  oculist  but  the  optician. 
Senator  Douglas.  Of  course,  the  optician. 

In  other  words,  the  optician  is  becoming  not  an  independent  pro- 
fessional but  more  a  salaried  employee  of  the  medical  profession? 

Dr.  Chapman.  I  would  think  that  is  a  fair  statement ;  yes,  sir. 

Senator  Douglas.  So,  the  medical  profession  does  not  protect  the 
professional  status  of  the  oculist  in  the  same  way  that  it  wishes  to 
protect  the  independent  medical  status  of  the  anesthesiologist,  the 
radiologist,  and  the  pathologist,  is  that  right  ? 

Dr.  Chapman.  I  think  that — again  we  have  to  use  optician,  you  used 
oculist  

Senator  Douglas.  That  is  right. 

Dr.  Chapman  (continuing) .  For  the  record. 

Senator  Douglas.  Now  

Dr.  Chapman.  And  there  is  the  oculist  but  that  makes  four  "O's" 
and  we  think  that  is  too  many. 

Senator  Douglas.  ^Vhat  is  the  fourth  "O"  ? 

Dr.  Chapman.  The  oculist,  we  have  about  eliminated  that  term. 

Senator  Douglas.  Let's  get  the  hierarchy,  ophthalmologist  at  the 
top. 

Dr.  Chapman.  jS'o,  sir,  we  would  reverse  that. 
[Laughter.] 

Senator  Douglas.  Well,  according  to  the  AMA.  The  ophthalmolo- 
gist at  the  top. 

Dr.  Chapman.  Oh,  yes. 

Senator  Douglas.  Xow,  the  optometrist  is  in  the  bar  sinister,  is 
that  right,  according  to  the  AMA  ? 
Dr.  Chapman.  Yes,  sir. 
Senator  Douglas.  The  bar  sinister. 
Now,  you  have  the  optician  ? 

Dr.  Chapman.  Well,  you  would  actually  have  the  oculist  next. 
Senator  Douglas.  Oculist  next  ? 
Dr.  Chapman.  Yes,  sir. 

Senator  Douglas.  And  then  at  the  lowest  rung  of  the  ladder  ac- 
cording to  the  AlVIA  the  optician  ? 
Dr.  Chapman.  Yes,  sir. 

Senator  Douglas.  What  is  the  difference  between  an  optician  and 
an  oculist  ? 

Dr.  Chapman.  The  oculist  term  has  almost  completely  gone  out  of 
existence.  It  was  popular  at  one  time,  and  it  signified  a  medical  prac- 
titioner who  did  some  extra  work  in  eye  training  and  usually  he  was 
also  an  eye,  ear,  nose  and  throat  specialist.  Many  times  on  his  door 
he  would  put  the  word  "Oculist." 

Senator  Douglas.  He  was  actually  below  

Dr.  Chapman.  The  ophthalmologist,  because  the  ophthalmologist  is 
a  medical  practitioner  who  takes  extensive  training  in  treatment  and 
surgery  of  the  eye  and  then  qualifies  by  board  action  to  be  an  ophthal- 
mologist. 

Senator  Douglas.  In  England  for  a  long  time  the  surgeon  was  so- 
cially inferior  to  the  doctor  largely  because  surgeons  started  as  barbers, 
and  I  believe  to  this  day  in  England  a  surgeon  cannot  be  called  a 
doctor.  He  is  called  a  mister ;  isn't  tliat  true  ? 

Dr.  Chapman.  Mister,  that  is  correct. 
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Senator  Douglas.  A  dentist  in  England  is  still  lower  in  the  hier- 
archy. A  dentist  in  England,  I  think  cannot  be  called  a  doctor,  lie  is  a 
mister. 

What  do  you  think  of  this  ehaborate  hierarchy  which  is  being  de- 
veloped ? 

Dr.  Chapmax.  mat  do  I  think  of  it  ? 
Senator  Douglas.  Yes. 

Dr.  Chapmax.  Well,  let  me  put  it  this  way,  Senator,  I  could  give 
the  most  concise  answer  purely  on  the  basis  that  I  have  never  been 
called  upon  to  represent  my  profession  or  to  say  anything  about  it  or 
ask  for  anything  from  this  Congress  or  from  the  State  legislature  or  a 
Government  agency  which  I  considered  to  be  unfair  or  improper  for 
what  I  believe  my  profession  can  do,  and  all  that  we  ask,  as  a  profes- 
sion is  to  be  given  an  opportunity  to  utilize  our  ser^dces  that  we  are 
trained  to  render  to  the  American  people.  Any  hierarchy  of  medicine 
which  would  subjugate  that  or  eliminate  it  or  take  it  away  from  the 
people  of  this  Nation,  we  would,  and  have  valiantly  fought  for  many 
years. 

Senator  Douglas.  How  many  years  of  college  training  do  your 
colleges  prescribe  ? 

Dr.  Chapmax.  The  maximum  is  6  years.  We  still  have  some  col- 
leges where  there  is  a  5-year  program  but  we  are  fast  moving  toAvard 
a  6-year  program  in  all  of  them. 

Senator  Douglas.  Take  a  5-year  program,  minimum  program  what 
does  than  consist  of  ? 

Dr.  Chapmax.  The  minimum  program  of  5  years,  well,  it  consists 
of  2  years  of  preoptometric  training  in  a  recognized  university. 

Senator  Douglas.  That  is  generally  the  same  as  for  medical  schools, 
is  it  not  ? 

Dr.  Chapman.  Yes,  generally  the  same. 

The  subjects  taken  are  somewhat  similar  in  matters  of  physiology, 
anatomy,  the  physics  and  the  chemistries  and  various  subjects  that 
premedical  students  take.  Then,  in  optometry  school,  you  become 
more  specialized  in  your  approach  and  deal  w^itli  the  eye  and  all  of  its 
areas  of  interest. 

Senator  Douglas.  Do  you  have  any  internship  required  or  not  ? 

Dr.  Chapman.  No.  There  are  certain  of  our  States  that  require  an 
internship  but  it  is  not  a  general  rule.  Each  man  does  have  a  pass  a 
very  rigid  State  board  examination  in  each  State.  Optometry  is 
legally  instituted  in  all  of  the  50  States. 

Senator  Douglas.  How  do  you  account  for  the  fact  that  you  are 
barred  under  this  bill  ? 

Dr.  Chapman.  We  feel,  Senator,  that  unless  this  profession  and 
this  hope  of  freedom  of  choice,  which  we  have  expressed,  is  actualh^ 
included  in  this  bill,  it  is  going  to  be  administered  by  people  who  are 
medically  dominated.  This  medical  influence  will  be  in  administra- 
tive capacities,  not  only  at  the  Washington  level,  but  at  the  State 
levels  as  w^ell.  It  is  absolutely  mandatory  that  we  be  fully  specified 
as  being  a  part  of  this  program  to  the  degree  

Senator  Douglas.  Don't  3^ou  trust  the  American  Medical  Asso- 
ciation? 

Senator  Anderson.  Before  you  answer  that  I  will  tell  you  there 
are  some  people  who  don't. 
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Dr.  Chapman.  I  beg  your  pardon. 

Senator  Anderson.  I  say  before  you  answer  that  I  can  tell  you  that 
there  are  some  people  who  don't. 
[Laughter.] 

Dr.  ChapMxVN.  Senator,  I  have  never  felt  that  I  could  totally  trust 
anyone  with  whom  I  was  havuig  a  rather  significant  difference  of 
opinion,  and  yet  I  would  point  out  that  the  field  of  ophthalmology, 
and  the  marvelous  work  they  do  in  caring  for  the  diseased  eyes  and 
the  problem  e3^es  of  this  Nation,  command  my  greatest  admiration. 
For  that  I  will  always  stand  up. 

Senator  Douglas.  The  Wilmer  Institute  at  Johns  Hopkins  has 
made  tremendous  strides. 

Dr.  Chapman.  All  over  the  Nation  ophthalmology  has  made  prog- 
ress to  the  benefit  of  the  public's  eyes. 

Senator  Douglas.  In  other  words,  you  do  not  exclude  them  from 
your  circle,  but  they  exclude  you  from  theirs. 

Dr.  Chapman.  To  be  frank,  we  cannot  honestly  exclude  them  from 
ours,  and  we  do  not  know  how  they  can  exclude  us  from  theirs.  There 
is  an  insufficient  number  of  us  to  do  all  of  this  work  unless  it  is  done 
by  a  half -trained  technician  in  the  office. 

Senator  Douglas.  How  many  ophthalmologists  are  there  ? 

Dr.  Chapman.  How  many  ophthalmologists?  Four  to  five  thou- 
sand ophthahuologists,  I  believe. 

Senator  Douglas.  Does  this  include  the  eye,  ear,  nose,  and  throat 
doctors  ? 

Dr.  Chapman.  No,  sir.  When  I  use  the  numbers  4,000  to  5,000, 
it  signifies  board-certified  ophthalmologists  who  do  nothmg  but  eye 
treatment,  eye  surgery.  There  are  other  men  in  the  medical  field  who 
do  the  work  which  you  have  described. 

Senator  Douglas.  That  is  all,  Mr.  Chairman. 

Senator  Anderson.  Senator  Curtis. 

Senator  Curtis.  Well,  I  am  not  sure  I  am  clear  on  all  this  business, 
^^^lat  is  the  correct  title  of  someone  who  takes  a  prescription  for 
glasses  and  prepares  the  lenses  ? 
Dr.  Chapman.  Optician. 
Senator  Curtis.  He  is  an  optician  ? 

Dr.  Chapman.  He  is  like  a  pharmacist,  Senator  Curtis.  That 
might  be  the  easiest  way  for  you  to  tie  it  down.  He  would  fill  the 
prescriptions. 

Senator  Curtis.  Are  opticians  in  any  States  permitted  to  fit  people 
with  glasses? 

Dr.  Chapman.  No,  sir ;  not  as  far  as  I  know.  They  cannot  examine 
or  prescribe.  That  is  not  part  of  their  training,  they  are  not  equipped 
for  it. 

Senator  Curtis.  Is  it  lawful  any  more  to  go  into  a  drugstore  or  a 
dime  store  and  try  on  some  glasses  mitil  you  find  ones  you  can  see 
through  ? 

Dr.  Chapman.  Yes,  sir. 

Senator  Curtis.  It  is  ? 

Dr.  Chapman.  Not  in  all  States,  but  in  most  States  it  is. 
Senator  Anderson.  In  all  States,  is  it  not  ? 

Dr.  Chapman.  I  do  not  know  how  many  States  have  outlawed  it 
completely.  New  Jersey  just  did.  New  York  has  a  provision  which 
almost  eliminates  the  use  of  glazed  goods,  and  I  honestly  do  not  know 
the  number  of  States. 
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Senator  Cin^Tis.  Well,  then,  what  is  the  correct  title  of  someone  who 
does  not  hold  himself  out  as  treating  diseases  of  the  eye,  such  as  glau- 
coma and  cataract  and  various  circulatory  diseases,  but  he  has  the 
patient  look  at  various  charts,  the  distance,  and  so  on,  and  he  decides 
what  sort  of  eye  prescription  should  be  written  ?  ^Y\lo  does  that  ? 

Dr.  Chapman.  The  optometrist. 

Senator  Curtis.  He  is  not  permitted  to  practice  medicine? 
Dr.  Celipman.  That  is  correct. 

Senator  Curtis.  But  by  his  professional  training  and  the  ethics  of 
his  profession  he  is  taught  to  detect,  observe,  and  refer  people  v>'ho 
have  diseased  eyes  ? 

Dr.  Chapma?^-.  Yes,  sir. 

Senator  Curtis.  Does  the  State  law  require  them  to  do  that? 

Dr.  Chapi^ian.  Xow,  I  cannot  answer  that  specifically,  Senator. 
lYhether  it  is  specified  in  each  State  law,  I  do  not  know.  But  the 
law  in  each  State  describes  and  defines  optometry  and  will  include 
that  matter  in  its  description.  This  has  been  the  tasis  of  optometry 
from  almost  its  inception,  that  he  be  trained  as  a  professional  man  to 
do  these  things. 

Senator  Curtis.  ZSTow,  give  me  a  layman's  definition  of  the  ophthal- 
mologist. 

Dr.  Chapma>s  .  A  medical  practitioner  who  has  extended  his  training 
into  the  specific  area  of  eye  disease  and  eye  surgery,  and  specializes 
in  that  field  alone. 

Senator  Curtis.  And  he  may  perform  the  ser^dces  of  an  optome- 
trist ? 

Dr.  Chapman.  Yes,  sir;  although  his  training  is  much  less  than 
the  training^  of  an  optometrist,  he  is  also  trained  in  this  area  of  vision. 

Senator  Curtis.  Cases  arise  where  the  total  problems  are  so  mter- 
woven  that  he  does  go  ahead  and  do  it  ? 

Dr.  Chap:man'.  Oh,  yes. 

Senator  Curtis.  Xow,  if  this  bill  passes  just  as  the  House  wrote 
it,  and  I  am  confining  this  question  not  to  children  or  to  anyone  else 
but  to  the  retired  people  past  66,  are  the  services  of  an  optometrist 
covered  ? 

Dr.  Chapman.  They  are  covered  in  one  portion  of  the  bill,  yes,  sir ; 
in  the  portion  providing  health  services  to  individuals  mider  public 
assistance. 

May  I  ask,  Mr.  McCracken  to  answer  that  question  for  me? 
Senator  Curtis.  Yes. 

Mr.  McCracken.  Senator,  there  are  three  places  in  the  bill  where 
the  services  of  optometrists  are  specifically  provided  for.  One  is  in 
the  aid  to  the  blind  program  

Senator  Curtis.  I  am  talking  about  medicare  for  the  aged  only.  If 
this  bill  passes  as  the  House  passed  it,  one  of  the  benefits  available  to 
people  over  65  in  part  B,  include  going  to  an  optometrist,  having  him 
try  out  various  lenses  until  he  writes  a  prescription.  Will  it  include 
that  ?  That  is  all  I  want  to  know. 

]Mr.  McCp-^cken.  Well,  the  first  two  parts  of  the  bill  expressly  ex- 
clude the  services  of  physicians  and  optometrists  in  examinuig  eyes  for 
glasses. 

Senator  Curtis.  In  other  words,  it  is  not  included  ? 
Dr.  Chapman.  That  is  right. 

47-140 — 65 — pt.  2  23 
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Senator  Curtis.  What  is  it  you  are  recommending  in  regard  to 
that? 

Dr.  Chapman.  Well,  as  I  pointed  out,  Senator  Curtis,  I  think  that 
our  recommendation  in  this  bill,  as  I  read  it,  is  to  make  the  provision 
that  when  and  if  at  any  time  other  vision  services  are  to  be  rendered, 
besides  those  concerned  with  eyeglasses,  that  the  patient  shall  have  the 
freedom  of  choice  to  choose  a  practitioner  of  optometry  if  he  so  desires. 

Senator  Curtis.  Well,  that  is  not  my  question.  Here  is  the  House 
bill- 
Notwithstanding  any  other  provision  of  this  title,  no  payment  shall  be  made  under 
part  A  or  part  B  for  any  expenses  incurred  for  items  or  services — 

And  then  it  lists  down  as  No.  (7)  — 

where  such  expenses  are  for  routine  physical  checkups,  eyeglasses  or  eye  ex- 
aminations for  the  purpose  of  prescribing,  fitting,  or  changing  eyeglasses,  hear- 
ing aids  or  examinations  therefor,  or  immunizations. 

Now,  are  you  opposed  to  that  provision  ? 
Dr.  Chapman.  No,  sir. 
Senator  Curtis.  You  are  not? 

Dr.  Chapsian.  No,  sir;  we  are  not.  I  wish  I  could  clear  this 
whole  

Senator  Curtis.  If  you  are  not  licensed  to  treat  diseases  of  the  eye, 
and  this  takes  you  out  of  the  bill  so  far  as  the  aged  are  concerned,  what 
is  it  that  you  do  want  ? 

Dr.  Chapman.  Let  me  mention  this  section  of  the  testimony  that 
under  the  basic  and  supplementary  plans,  for  example,  patients  of 
physicians  can  be  reimbursed  for  examinations  ending  in  referral  for 
surgical  or  pathological  treatment  of  the  eye,  for  contact  lenses,  for 
prescribing  or  fitting  artificial  eyes,  and  for  orthoptics  and  visual 
training. 

Patients  of  optometrists,  however,  will  not  be  reimbursed  for  these 
services. 

Senator  Curtis.  Which  ones  of  those  services  do  you  perform  ? 
Dr.  Chapman.  All  of  those.    What  we  do  not  take  care  of  is  the 
surgical  or  pathological  treatment. 
Senator  Curtis.  Read  them  off  again. 
Dr.  Chapman.  Contact  lenses. 

Senator  Curtis.  Is  that  just  because  it  uses  the  term  "eyeglasses" 
in  the  exclusion  ? 

Senator  Anderson.  It  is  the  same  as  eyeglasses. 

Senator  Curtis.  It  says  here  no  payment,  notwithstanding  any  other 
provision,  no  payment  shall  be  made  for  eyeglasses.  Is  that  because 
there  is  different  terminology  ? 

Dr.  Chapman.  Well,  no,  I  do  not  think  so.  But,  you  see,  if  a  physi- 
cian examines  a  patient  and  was  to  refer  that  patient  for  various  of 
the  surgical,  pathological,  contact  lenses,  and  various  of  those  items, 
he  could  be  reimbursed  for  that  examination.  The  optometrist  could 
not  be.  This  is  not  a  matter  actually  of  including  these  items  specifi- 
cally in  the  care  of  the  patient,  but  rather  in  the  examination  to  deter- 
mine these  needs. 

Senator  Curtis.  Well,  it  excludes  such  expenses  as  are  for  routine 
physical  checkups,  eyeglasses,  eye  examinations  for  the  purpose  of 
prescribing,  fitting,  or  changing  eyeglasses,  and  then  it  goes  on  to  talk 
about  hearing  aids.   I  think  that  is  pretty  all-inclusive  so  far  as  your 
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contact  lenses  are  concerned.  It  does  not  say  those  are  denied  to  op- 
tometrists.  It  just  says  no  payment  shall  be  made  to  anybody. 

Let  me  put  it  this  way :  The  main  business  of  an  optometrist  is  eye 
examinations  for  prescribing,  fitting,  and  changing  eyeglasses ;  is  that 
correct  ? 

Dr.  Chapman.  Upon  the  determination  it  is  a  healthy  eye.  That 
has  to  be  included  at  the  outset. 

Senator  Curtis.  That  will  not  be  reimbursed  under  tliis  program, 
and  you  say  you  are  satisfied  with  that. 

Dr.  Chapman.  Yes,  sir. 

Senator  Curtis.  I  cannot  understand  what  it  is  that  you  want  in 
there  that  you  would  be  reimbursed  for. 

Dr.  Chapman.  There  are  certain  additional  vision  services  in  this 
bill  that  touch  in  the  area  of  optometric  care  which  administratively 
in  the  handling  of  this  bill  could,  as  we  visualize,  preclude  the  use  of 
optom.etrists.  There  are  several  of  these. 

Senator  Curtis.  I  think  you  are  precluded  now  on  the  section  you 
have  no  objection  to. 

Dr.  Chapman.  But  there  are  other  sections  of  the  bill  having  to  do, 
as  I  pointed  out.  having  to  do  with  the  utilization  of  optometric 
schools  and  colleges  where  we  seek  a  specific  amendment.  There  are 
other  places  in  the  bill  where  there  is  a  possibility  of  utilization  of 
other  practitioners  other  than  optometrists,  and  that  is  why  we  want 
this  language. 

Senator  Curtis.  You  read  things  that  are  included,  contact  lenses, 
Wliat  else  was  included  ? 

Dr.  Chapman.  Well,  the  artificial  eyes,  orthoptics  or  casual  

Senator  Curtis.  Well,  do  you  give  people  artificial  eyes? 

Dr.  Chapman.  Yes.  That  is  not  a  common  practice  of  optometry, 
but  a  number  of  our  men  do  offer  it  over  the  country ;  yes,  sir. 

Senator  Curtis.  Eemove  the  natural  eye  ? 

Dr.  Chapman.  Oh,  no.    This  is  only  the  prescribing  or  the  fitting 
of  an  artificial  eye  for  a  patient  who  has  had  his  eye  removed. 
Senator  Curtis.  I  see. 

Dr.  Chapman.  But  this  is  not  a  major  component  of  optometric 
pra<itice  ? 

Senator  Curtis.  What  else  ? 

Dr.  Chapsian.  Having  to  do  with  the  matter  of  orthoptics  or  visual 
training,  which  is  the  teachmg  of  a  pair  of  eyes  to  respond  to  stimuli 
and  do  a  better  and  more  efficient  job  of  seeing. 

Of  course,  there  is  another  area,  because  in  many  instances  optom- 
etrists are  called  upon  to  provide  postcataract  care  for  patients  who 
have  had  cataract  surgery.  They  demand  and  require  very  special 
lenses  to  produce  sight  again,  and  tliis  is  an  area  in  which  the  optom- 
etrist is  certainly  qualified  to  render  sen^ice,  and  for  that  reason  we 
would  seek  that  his  services  could  be  utilized  if  a  patient  so  chose  to 
use  them. 

Senator  Curtis.  What  else  ? 

Dr.  Chapman.  That  is  all  of  the  list  in  the  first  two  parts  of  the  bill. 

Senator  Curtis.  In  other  words,  your  position,  as  far  as  tlie  aged  is 
concerned,  is  that  wiiile  you  recognize  that  benefits  do  not  include 
expenses  involving  eyeglasses  or  eye  examinations  for  the  purpose  of 
fitting  or  changing  eyeglasses,  that  if  the  services  of  tlie  optometrist 
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were  lawfully  used  for  any  other  health  problem  that  you  ought  to 
be  included. 
Dr.  Chapman.  Yes,  sir. 

Senator  Curtis.  But  it  is  a  rather  narrow  field  with  you. 

Dr.  Chapman.  Well,  no,  sir ;  not  to  that  degree.  It  does  not  seem 
quite  that  narrow  because  there  are  j)rograms  in  this  bill  particularly 
having  to  do  with  care  of  children's  "vdsion  where  a  great  need  has  been 
pointed  out,  and  in  screening  and  caring  for  these  youngsters  optome- 
try has  a  very  large  part  to  play,  and  we  would  want  to  be  in  there. 

Senator  Curtis.  I  understand  that.  What  I  am  trying  to  be  pre- 
pared to  answer  is  the  request  of  the  people  past  65  if  their  eye  care  is 
included  in  this  bill,  and  it  appears  it  is  not  so  far  as  eyeglasses  or  eye 
examinations  for  the  purpose  of  prescribing  or  changing  eyeglasses 
which,  as  I  understand  it,  according  to  your  testimony,  is  the  principal 
function  of  an  optometrist. 

Dr.  Chapman.  Yes,  sir. 

Senator  Curtis.  Please  understand  me,  I  am  not  hostile  to  the  rest 
of  your  presentation. 

Dr.  Chapman.  I  understand. 

Senator  Curtis.  But  I  do  think  we  sometimes  get  lost,  we  are  lay- 
men, in  the  definitions  of  these  things. 

Dr.  Chapman.  Yes,  sir ;  I  am  aware  of  that.  It  has  always  been  a 
problem  to  describe. 

Senator  Curtis.  The  ophthalmologists  are  doing  a  good  job,  the 
4,000  or  5,000  you  have  described. 

Dr.  Chapman.  The  ophthalmologists  are  doing  a  good  job. 

Senator  Curtis.  Yes. 

Dr.  Chapman.  By  and  large,  I  think  they  are,  in  the  area  where 
they  are  best  trained  to  do  the  job. 

Senator  Curtis.  In  fact,  some  very  outstanding  things  are  hap- 
pening. 

Dr.  ChapMx\n.  ISo  question  about  that ;  yes,  sir. 
Senator  Curtis.  That  is  all. 

Senator  Anderson.  I  am  merely  going  to  say,  Doctor,  I  had  my  first 
pair  of  glasses  when  I  was  a  college  student  more  than  50  years  ago 
given  to  me  by  an  optometrist,  and  I  had  my  eyes  checked  a  few  weeks 
ago  by  a  famous  eye  doctor  who  is  part  of  Wilmer  Clinic. 

They  both  used  the  same  devices,  some  of  them,  modified.  They 
twirled  gadgets  around  to  see  which  fit  my  eye  best.  But  the  doctor — 
he  may  be  an  ophthalmologist — he  takes  me  back  to  see,  since  I  am  a 
diabetic,  whether  I  have  diabetic  extrusions,  if  I  have  glaucoma.  That 
is  the  principal  difference. 

Dr.  Chapman.  INTo,  sir;  it  is  not,  because  the  optometrist  today, 
Senator,  would  run  through  the  same  series  of  tests  to  make  a  deter- 
mination of  the  same  type,  glaucoma  testing  as  well  as  interior  eye 
investigation  or  whether  or  not  the  retina  would  indicate  diabetic 
extrusions  or  any  other  retinal  problem. 

Sena^tor  Anderson.  Isn't  that  different  from  an  optometrist  of  50 
years  ago  ? 

Dr.  Chapman.  Yes,  sir. 

Senator  Anderson.  That  is  what  I  am  trying  to  get  to.   I  think 
maybe  the  laws  ou^ht  to  be  changed  as  the  professions  change. 
Dr.  Chapman.  We  are  making  a  valiant  effort  in  that  regard. 
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Senator  Anderson.  The  first  optometrist  I  ever  dealt  with  was  a 
very  fine  man,  a  splendid  person,  but  he  made  no  pretense  about  know- 
ing about  my  eye.  All  he  did  was  fit  me  with  glasses,  and  he  did  it  well, 
I  have  no  questions  about  it.  But  whether  you  go  to  diseases  of  the 
eye,  it  has  been  a  somewhat  recent  development. 

Dr.  Chapman.  Somewhat  recent,  because  of  the  extension  of  our 
training.  You  must  remember  that  when  we  see  the  great  numbers  of 
j^atients  that  we  do,  it  is  not  inaccurate  to  indicate  that  the  Nation's 
first  line  of  defense  against  blindness  is  in  the  optometrist's  ofiice.  He 
is  given  the  responsibility  to  determine  whether  or  not  this  is  a  healthy 
eye,  and  it  puts  tremendous  responsibility  on  this  profession.  That  is 
what  we  have  tried  to  recognize  over  these  years,  to  improve  the  train- 
ing and  teaching  of  our  people  to  do  that. 

benator  Anderson.  That  is  what  I  would  appreciate,  Doctor,  in 
your  testimony,  indicating  that  there  has  been  a  change  in  tliis  last 
half  centuiy,  that  you  do  require  6  years  of  study  in  some  States, 
and  5  years  in  others ;  that  you  do  require  some  knowledge  of  the  eye 
itself,  the  diseases  that  it  might  fall  heir  to. 

Dr.  Chapman.  Yes. 

Senator  Douglas.  The  Senator  from  Nebraska  has  opened  up  some 
very  interesting  questions,  and  I  would  like  to  follow  up,  if  I  may. 

If  an  M.D.  prescribes  antibiotics  for  an  ailment,  as  I  miderstand  it, 
the  cost  of  the  antibiotics  would  be  excluded  from  plan  B,  isn't  that 
true  ? 

Dr.  Chapman.  Yes,  I  believe  so,  sir. 

Senator  Douglas.  But  the  service  of  the  doctor  of  medicine  would 
be  recognized  under  plan  B ;  isn't  that  correct  ? 

Dr.  Chapman.  Yes,  sir ;  I  believe  that  is  correct. 

Senator  Douglas.  If  this  is  true,  and  I  believe  it  is,  while  the  provi- 
sion of  glasses  and  other  visual  aids,  such  as  contact  lenses  and  the  rest 
are  like  drugs  excluded  from  plan  B,  why  should  the  services  of  those 
who  prescribe  the  glasses  or  the  contact  lenses  be  excluded  from  plan 
B?  I  think  you  give  away  a  little  too  much  in  your  replies  to  the 
Senator  from  Nebraska.  It  would  seem  to  me  that  prescriptions  for 
glasses,  if  carried  out  by  competent  persons  such  as  the  optometrists, 
should  be  recognized  just  as  much  as  prescriptions  for  antibiotics. 

Dr.  Chapman.  Senator,  I  hope  to  have  the  opportunity,  ultimately, 
to  gather  additional  facts  on  the  Senator's  questions  that  I  did  not 
answer  well  because  of  not  havmg  a  total  knowledge  of  all  of  the  com- 
ponents of  this  bill,  so  I  will  be  able  to  answer  him  with  greater  

Senator  Douglas.  I  thought  you  gave  too  much  ground  surely. 

Senator  Anderson.  You  will  have  an  opportunity  to  examine  your 
statements  anj-how  before  the  final  printing. 

Dr.  Chap3>l.\n.  I  would  hope  we  could  further  extend  this  privateh', 
and  I  would  be  happy  to  do  so.  I  do  not  want  to  leave  any  question, 
and  I  certainly  do  not  want  to  give  gromid  too  freely,  I  assure  vou 
of  that. 

Senator  Douglas.  I  know  you  wouldn't  push  it,  but  I  think  you 
sliould  claim,  the  maximum  amomit  of  your  desserts. 
Dr.  Chapman.  We  are  going  to  make  an  eiiort  to  do  that. 
Senator  Anderson.  Thank  you  very  much. 
Mrs.  McGarry. 
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STATEMENT  OF  BARBAEA  D.  McGAEEY,  EXECUTIVE  DIRECTOR, 
THE  AMERICAN  PARENTS  COMMITTEE,  INC. 

Mrs.  McGarry.  Mr.  Chairman,  since  our  statement  is,  perhaps,  over- 
condensed,  and  the  total  reading  time  is  under  10  minutes,  with  the 
committee's  permission  I  would  like  to  read  it,  and  then  answer  any 
questions  the  committee  may  have. 

Senator  Anderson.  You  may  read  it,  Mrs.  McGarry. 

Mrs.  McGarry.  To  a  national  organization  such  as  the  American 
Parents  Committee,  which  has  devoted  its  18  years  of  existence  solely 
to  the  support  of  Federal  legislation  benefiting  children,  the  89th 
Congress  has  achieved  outstanding  advances,  particularly  in  the  field 
of  education.  In  tribute  to  these  achievements,  we  feel  that  never 
before  has  there  been  more  significant  recognition  of  our  greatest  na- 
tional resource — our  Nation's  children. 

It  is  with  appreciative  awareness  of  this  deepening  national  interest 
that  we  appear  before  this  distinguished  committee  today,  to  express 
the  support  of  the  American  Parents  Committee  of  the  following  pro- 
visions for  child  health  and  welfare,  under  the  proposed  Social  Secu- 
rity Amendments  of  1965 : 

Title  II,  section  201.  Increase  in  maternal  and  child  health  services. 

Section  202.  Increase  in  crippled  children's  sendees. 

Section  203.  Training  of  professional  personnel  for  crippled  chil- 
dren. 

Section  204.  Payment  for  inpatient  hospital  services. 
Section  205.  Special  project  grants  for  health  of  school-  and  pre- 
school children. 

Section  211.  Implementation  of  mental  retardation  planning. 
Title  IV,  section  401.  Public  assistance  amendments — Increase  for 
AFDC  program. 

We  are  especially  indebted  to  Dr.  Martha  Eliot,  a  member  of  our 
board  of  directors  and  former  Chief  of  the  U.S.  Children's  Bureau, 
for  her  constructive  suggestions  on  many  of  these  provisions.  At  our 
last  annual  board  of  directors  meeting  in  January  1965,  American  Par- 
ents Committee  Chairman  George  I.  Hecht,  Dr.  Eliot,  and  other  mem- 
bers discussed  the  prototype  bill  containing  these  provisions,  subse- 
quently incorporated  into  the  general  bill  before  you  today.  It  was 
unanimously  recommended,  as  our  February  1965  American  Par- 
ents Committee  report  indicates,  that  we  support  these  increased  au- 
thorizations for  children. 

Increases  in  the  amounts  authorized  for  maternal  and  child  health 
services  will,  in  the  words  of  House  Report  213 — 

Assist  the  States  to  move  toward  tlie  goal  of  extending  such  services  with  a 
view  to  making  them  reasonably  available  to  children  in  all  parts  of  the  State  by 
July  1975. 

The  American  Parents  Committee  wholeheartedly  supports  greater 
implementation  of  these  services.  We  concur  in  the  House  report's  be- 
lief that : 

Increases  in  the  child  population  and  the  cost  of  medical  care,  wide  variations 
among  the  States  in  maternal  and  infant  mortality,  and  the  uneven  distribution 
of  basic  health  services  indicate  the  need  for  additional  Federal  support  in  order 
to  help  States  make  their  maternal  and  child  health  services  available  to  chil- 
dren in  all  parts  of  the  State. 


SOCIAL  SECURITY 


881 


We  suppoit  the  recommended  increases  for  these  services  of  $5  mil- 
lion for  the  fiscal  year  1966,  and  $10  million  for  each  fiscal  year  there- 
after. 

Section  202.  Differences  in  the  extent  of  crippled  children's  services 
are  considerable  throughout  the  States,  and,  as  reported — 

Indicative  of  the  need  for  considerable  growth  of  these  programs  in  many- 
States  *  *  *  the  major  reason  for  these  deficiencies  in  State  programs  is  inade- 
quate funds. 

In  1963,  375,000  children  received  medical  services  under  this  pro- 
gram, a  national  rate  of  49  per  10,000  children  under  21  years  of  age. 
State  by  State,  however,  the  rate  of  service  varies  from  the  high  of  124 
per  10,000  to  a  low  of  12.  Many  crippled  children,  or  children  with 
potentially  crippling  conditions,  as  has  been  brought  out  by  previous 
testimony,  are  not  receiving  needed  care  because  their  individual  con- 
ditions may  not  be  included  in  their  own  State's  program. 

To  broaden  and  unify  the  conditions  under  which  all  crippled  chil- 
dren may  receive  needed  treatment,  the  American  Parents  Committee 
supports  the  recommended  increases  in  Federal  participation  of  $5 
million  for  fiscal  year  1966  and  $10  million  annually  thereafter. 

Section  203.  For  the  training  of  professional  personnel  for  the  care 
of  crippled  children,  we  are  gratefully  aware  of  the  bill's  inclusion 
of  mentally  retarded  children,  and  those  with  multiple  handicaps, 
which  has  not  been  stressed,  perhaps,  enough.  In  our  support  of  the 
mental  retardation  amendments  of  1963,  we  had  urged  the  authoriza- 
tion of  funds  for  training  professional  personnel,  doctors,  nurses,  phys- 
iotherapists, as  well  as  for  the  construction  of  facilities  for  the  men- 
tally retarded.  We  therefore  welcome  the  opportunity  to  support  the 
recommended  authorizations  of  $5  million  for  fiscal  1957,  $10  million 
for  fiscal  year  1968,  and  $17.5  million  for  each  fiscal  year  thereafter, 
implementing  a  program  of  grants  to  institutions  of  higher  learning 
for  training  of  such  professional  personnel. 

Section  204,  Section  204,  which  we  consider  vitally  important,  of 
the  bill,  providing  for — 

payment  of  the  reasonable  cost  *  *  *  of  inpatient  hospital  services — 

under  State  plans  for  maternal  and  child  health  services  and  crippled 
children's  services,  is  endorsed  by  the  American  Parents  Committee, 
with  our  firm  belief  that  no  child  should  be  denied  needed  hospitaliza- 
tion because  of  indigence. 

Section  205.  In  a  5-year  program  of  comprehensive  health  care, 
through  special  project  grants  for  low-income  school  and  preschool 
children,  the  bill  responds  to  one  of  the  greatest  challenges  to  our 
national  future.  The  safeguarding  today  of  the  physical  and  emo- 
tional health  of  our  citizens  of  tomorrow  is  our  greatest  social  security 
as  a  nation.  The  challenge  and  its  proposed  solution  are  reported  as 
follows : 

Many  childhood  disabling  illnesses  both  physical  and  emotional  have  their 
origin  in  infancy  or  in  the  preschool  years  *  *  *.  in  school  health  programs, 
the  availability  of  community  resources  to  which  children  can  be  referred  for 
diagnosis  and  treatment  is  the  critical  factor  *  *  *.  Your  committee's  proposal 
will  make  possible  programs  organized  to  make  maximum  use  of  available  com- 
munity medical  services,  and  to  bring  about  a  better  distribution  of  the  low- 
Income  patient  group  among  public  and  voluntary  community  clinic?  and 
hospitals  *  *  ».  It  would  reduce  the  numbers  of  children  of  preschool  and 
school  age  who  are  hampered  by  remediable  handicaps,  and  provide  necessary 
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medical  and  dental  care  for  children  of  low-income  families  who  would  not 
otherwise  receive  care. 

For  this  program  of  grants  to  State  agencies,  to  medical  and  dental 
schools,  and  to  teaching  hospitals,  we  support  the  recommended  au- 
thorization of  $16  million  for  fiscal  1966,  $35  million  for  fiscal  year 
1967,  $40  iniliion  for  fiscal  year  1968,  $45  million  for  fiscal  year  1969, 
and  $50  million  for  fiscal  year  1970,  with  the  provision  that  no  more 
than  75  percent  of  the  cost  of  such  grants  derive  from  Federal  funds. 

Section  211.  The  American  Parents  Committee  urges  authorization 
of  the  recommended  $2.75  million  for  each  of  the  next  2  fiscal  years, 
for  the  development  of  State  plans  to  combat  mental  retardation. 

Section  401.  For  the  AFDC  program  under  the  public  assistance 
amendments,  beginning  January  1,  1966,  the  Federal  share  of  pay- 
ments would  be  increased  by  an  average  of  about  $1.25  a  month  for 
needy  children.  The  ceiling  for  this  program  would  be  raised  from 
$30  a  month  to  $32  a  month.  In  the  words  of  the  committee  report. 
We  feel  that,  "The  level  of  aid  provided  the  needy  justifies  this  modest 
increase." 

For  the  privilege  of  presenting  our  views  before  this  distinguished 
committee,  our  organization  is  deeply  appreciative,  with  the  hope  that 
all  American  children  will  be  the  beneficiaries  of  this  legislation. 

Thank  you. 

Senator  ANDERSoisr.  Thank  you.  You  recognize  there  may  be  some 
changes  in  these  authorizations  that  you  mention  on  the  last  page ;  for 
instance,  $15  million  for  fiscal  1966,  fiscal  1965  has  only  45  days  to 
run. 

Mrs.  McGarrt.  Yes. 

Senator  Anderson.  And  the  bill  might  not  be  through  by  that  time 
and  therefore  if  we  trimmed  some  of  those  down  you  and  your  or- 
ganization would  understand  it  ? 

Mrs.  McGarry.  Yes,  of  course  it  would,  sir. 

Senator  Douglas.  Aside  from  the  general  questions  we  could  ask 
Mrs.  McGarry,  I  might  observe  that  had  a  modest  share  in  the  develop- 
ment of  public  sentiment  for  and  the  drafting  of  the  original  Social 
Security  Act  of  1935.  At  that  time  we  were  reproached  for  advocating 
this  program  on  the  ground  that  we  were  lessening  the  responsibility 
which  children  should  bear  for  the  support  of  their  parents  in  old 
age.  The  same  charge  is  now  being  made  against  those  of  us  who  are 
supporting  the  King- Anderson  bill  and  the  present  bill,  that  we  are 
reducing  the  family  solidarity  and  weakening  the  responsibility  which 
children  should  have  for  the  care  of  their  parents. 

Now  I  am  sure  it  will  be  argued  that  these  provisions  which  you 
advocate  diminish  the  responsibility  which  parents  owe  to  their  infant 
children,  that  we  are  substituting  State  support  and  State  aid  for 
parental  responsibility. 

Now,  what  would  be  your  reply  to  this  ? 

Mrs.  McGarry.  Sir,  this  was  the  very  topic  of  several  hours  of  dis- 
cussion  

Senator  Douglas.  What  was  that? 

Mrs.  McGarry.  This  was  the  topic  of  several  hours  discussion  yes- 
terday evening  between  myself  and  another  member  of  the  committee. 
I  am  not  authorized,  of  course,  to  speak  for  the  committee  to  this 
point,  but  I  think  
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Senator  Douglas.  Aren't  you  authorized  to  speak  in  defense  of 
these  grants  for  children  % 

Mrs.  McGarry.  Oh,  yes,  yes.    But  a  personal  observation  I  have  

Senator  Douglas.  Yes. 

Mrs.  McGarry  (continuing).  Would  be  the  result,  of  course,  of  this 
particular  question  which,  perhaps,  couldn't  be  anticipated  in  the 
report,  and  what  I  am  saying  is  in  defending  our  request  for  these  au- 
thorizations, I  know,  our  committee  feels,  that  we  have  no  intention 
whatever  of  supplanting  parental  obligation  by  Government  sup- 
port.   This  would  not  serve  the  ultimate  purpose  of  the  children. 

Senator  Douglas.  I  know,  but  every  time  we  provide  a  governmental 
support  you  reduce  the  liability  of  the  parents  to  provide  that  support 
voluntarily  on  the  basis  of  affection,  so  obviously  in  advocating  these 
programs  appropriations  you  must  think  that  parental  responsibility 
is  not  enough. 

Mrs.  McGarry.  In  extreme  cases  of  emergency  illness,  where  the 
families  may  be,  perhaps,  financially  devastated  by  physical  or  mental 
disability,  cases  like  that,  emergency  situations,  we  feel  no  child  should 
be  denied  needed  care  because  of  the  family  emergencies. 

Senator  Douglas.  You  would  preserve  this  only  for  emergency 
situations  ? 

Mrs.  McGarry.  Where  the  parents  are  unable  to  provide  needed 
physical,  medical  care  for  their  children. 

Senator  Douglas.  Isn't  that  true  in  a  very  large  percentage  of  the 
cases,  the  poverty  of  the  parents  is  such  that  they  cannot  provide  ade- 
quate medical  attention  for  their  children  ? 

Mrs.  McGarry.  I  think  that  is  exactly  the  purpose  of  these  pro- 
visions.   Don't  you,  Senator  ? 

Senator  Douglas.  I  am  trying  to  draw  you  out  and  give  a  better 
defense  for  this  than  you  are  making. 

Senator  Anderson.  He  is  trying  to  get  you  to  answer  it. 

Senator  Douglas.  Isn't  it  true  that  a  very  large  percentage  of  the 
parents  are  unable  to  make  these  payments  ? 

Mrs.  McGarry.  That  is  under  section  205. 

Senator  Douglas.  Isn't  it  also  true  that  a  certain  percentage  of  the 
parents  are  unable  to  determine  whether  or  not  the  child  does  need 
treatment ;  isn't  that  true  ? 

Mrs.  McGarry.  You  mean  it  is  a  matter  of  parental  evaluation  of 
the  needs  of  the  child. 

Senator  Douglas.  Ignorance.  First  inability  on  the  part  of  the 
parents  and,  second,  ignorance. 

Mrs.  McGarry.  On  top  of  which  you  may  have  apathy. 

Senator  Douglas.  What  ? 

Mrs.  McGarry.  On  top  of  which  you  may  have  indifference  or 
apathy. 

Senator  Douglas.  Now  you  come  to  a  third  factor,  indifference 
of  the  parents. 

First,  let  us  take  ignorance  of  the  parents.  Isn't  it  true  that  many 
parents  do  not  know  of  the  defects  of  their  children  or  do  not  have 
the  knowledge  to  understand  what  these  defects  are  ?    Isn't  that  true  ? 

Mrs.  McGarry.  Yes;  I  believe  it  is,  sir.  You  cannot  penalize  a 
child  for  hisparents'  ignorance. 

Senator  Douglas.  Sow  w^e  come  to  the  third,  indifference  of  the 
parents  or  apathy  of  the  parents. 
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Now,  should  the  child  be  sacrificed  because  the  parents  are  indif- 
ferent or  apathetic  toward  the  child  ? 
Mrs.  McGarry.  We  certainly  feel  not. 

Senator  Douglas.  Isn't  it  true  that  the  common  law,  while  it  recog- 
nizes parental  duties,  and  that  these  responsibilities  are  the  first  line 
of  defense,  also  holds  that  where  the  parent  is  delinquent  in  these  mat- 
ters it  is  proper  for  society  to  step  in  and  provide  this  protection ;  isn't 
that  true  ? 

Mrs.  McGarry.  That  is  correct. 

Senator  Douglas.  If  the  parent  abuses  a  child,  the  child  can  be 
taken  away  from  him ;  isn't  that  true  ? 
Mrs.  McGarry.  Yes,  sir ;  in  33  States. 

Senator  Douglas.  If  the  parent  encoura^ges  and  permits  the  cliild 
to  engage  in  immoral  practices ;  what  is  the  situation  then  ? 

Mrs.  McGarry.  We  have  just  had  a  case  like  that  in  my  own  State 
of  Maryland. 

Senator  Douglas.  This  is  not  used  to  supplant  good  parents  or  par- 
ents who  can  afford  the  services  themselves  or  who  know  the  difficulties 
to  which  children  are  exposed  and  are  alert  to  them,  but  to  the  residual 
cases ;  isn't  that  true  ? 

Mrs.  McGarry.  I  should  say  so ;  yes. 

Senator  Douglas.  Mrs.  McGarry,  I  wish  you  would  prea-ch  this 
from  the  housetops  and  not  compel  us  to  draw  this  from  you  by  a  long 
process  of  examination. 

TVhat  is  more,  you  come  in  here  and  advocate  this,  but  we  have  to  go 
out  and  face  the  voters.  We  have  to  go  out  and  face  the  organizations 
in  the  country  which  are  opposed  to  the  whole  program  on  the  grounds 
which  we  have  mentioned.  While  you,  perhaps,  do  not  want  to  deal 
with  the  aged,  shouldn't  you  furnish  some  defense  to  this  bill  if  it  is 
passed  in  this  form  so  far  as  it  deals  with  children  ?  Your  work  is  not 
done  when  we  get  this  measure  through.  A  great  many  groups  come 
in  and  urge  us  on,  and  then  when  the  battle  is  going  on  out  in  the  coun- 
try they  go  off  for  the  weekend  and  forget  it. 

This  is  one  of  the  difficulties  with  the  lobbying  organizations.  All 
they  are  interested  in  getting  is  a  law,  and  not  seeing  that  public 
opinion  is  developed  to  support  the  law. 

Mrs.  McGarry.  May  I  offer  an  observe ation,  Senator? 

Senator  Douglas.  Yes,  please. 

Mrs.  McGarry.  Two  days  ago  I  sent  in  the  draft  for  publishing  of 
our  national  newsletter  defending  these  very  points  I  have  submitted 
for  your  com_mittee's  consideration  this  morning.  It  will  be  distributed 
nationally  within  this  coming  week,  this  ver}^  topic. 

Senator  Douglas.  Well,  I  am  glad. 

We  find,  for  instance,  with  many  educational  associations,  if  I  may 
speak  very  frankly,  they  come  in  and  urge  appropriations  for  Federal 
aid  to  education.  Then  when  we  go  out  in  the  country  trying  to  de- 
fend this  they  are  absent.  In  fact,  I  frequently  see  the  local  members 
of  the  National  Education  Association  working  against  the  very 
measures  which  they  have  supported  down  here ;  I  want  to  say  that  it 
gets  some  of  us  a  little  bit  fed  up  because  we  feel  that  many  of  these 
organizations — I  do  not  necessarily  mean  you — push  us  to  the  fore, 
and  then  stand  by  and  watch  the  principles  which  you  advocate  here 
in  Washington  defeated  in  the  Nation  at  large  and  those  of  us  who 
have  supported  these  principles  sacrificed  and  frequently  stabbed  in 
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the  back  by  the  very  groups  that  come  down  here  asking  for  the  legis- 
lation.   I  am  not  giving  you  a  lecture. 
Mrs.  Mc Garry.  I  can  assure  you  

Senator  Douglas.  You  want  to  point  out  that  you  have  a  case,  and 
I  wish  you  would  cany  the  message  to  the  American  public  that  these 
protections,  in  your  judgment,  are  necessary  because  of  the  inability 
of  some  parents,  a  ver^^  considerable  proportion,  to  pay,  because  of  the 
ignorance  of  many  parents,  and  because  of  the  apathy  or  indifference 
of  many  parents. 

Senator  Anderson.  Senator  Douglas  suggests  that  you  shout  from 
rhe  house  tops. 

Senator  Douglas.  That  is  right. 

Senator  Anderson.  With  that  word  we  will  adjourn  until  next 
Monday. 

(  Whereupon,  at  12:30  p.m.  the  committee  recessed  to  reconvene 
Monday,  Mav  lY,  1965.  at  10  a.m.) 
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MONDAY,  MAY  17,  1965 

U.S.  Senate, 
Committee  on  Finance, 

Washington,  D,C. 

The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  2221,  IS'ew 
Senate  Office  Building,  Senator  Clinton  P.  Anderson  presiding. 

Present :  Senators  Anderson,  Long,  Douglas,  Hartke,  Williams,  and 
Curtis. 

Also  present :  Elizabeth  B.  Springer,  chief  clerk. 
Senator  Anderson.  The  comjnittee  will  be  m  order. 
The  first  witness  this  mornino^  is  John  F.  Xagle,  Xational  Federation 
of  the  Blmd. 

;Mr.  Nagle,  we  are  very  happy  to  have  you  here. 

STATEMENT  OF  JOHN  P.  NAGLE.  CHIEP,  WASHINGTON  OFEICE, 
NATIONAL  PEDEEATiON  OE  THE  BLIND 

Mr.  Nagle.  Thank  you,  ^Ir.  Chairman. 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  J olm  F. 
Xagle.  I  am  chief  of  the  Washington  office  of  the  National  Federation 
of  the  Blind.    My  address  is  1908  Q  Street  W.,  Waslimgton,  D.C. 

Mr.  Chairman,  section  309  of  H.R.  6675,  now  pending  before  this 
committee  for  consideration,  would  make  it  possible  for  certain  aged 
persons  who  have  some  social  security  coverage,  but  not  enough  to  meet 
the  minimum  requirements  under  existing  law,  to  establish  eligibility 
and  qualify  for  limited  benefits  under  title  II  of  the  Social  Security 
Act. 

This  special  provision  would  liberalize  the  eligibility  requirements 
so  that  certain  elderly  people  who  fail  to  meet  the  work  requirements 
in  present  law  could  still  qualify  for  benefits  on  the  basis  of  as  few  as 
three  quarters  of  coverage. 

We  approve  section  309  of  H.E.  6675  and  the  enlightened  concept 
which  this  provision  embodies. 

We  believe  that  the  provisions  of  the  Social  Security  Act  must  fre- 
quently be  reexamined,  and  when  special  circumstances  justifv,  when 
legal  provision  defeats _  program  purpose  and  benefits  are  denied  to 
certain  persons  economically  and  socialh^  handicapped  by  age  or  dis- 
ability, then  the  law  must  be  changed. 

Section  309  of  H.E.  6675  recognizes  such  special  circumstances  and 
makes  such  a  change — and.  because  of  it,  men  and  women  now  pre- 
cluded from  social  security  benefits  will  be  able  to  qualify  and  draw 
benefits. 
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We  urge  this  committee  to  also  consider  the  special  circumstances 
of  blind  persons  now  denied  disability  insurance  benefits  because  they 
failed  to  work  long  enough  in  covered  employment  to  meet  the  20 
quarters  eligibility  requirement. 

We  ask  you  to  liberalize  the  disability  insurance  l?iw  for  blind  per- 
sons by  providing  that  they  may  establish  eligibility  for  benefit  pa}'- 
ments  when  they  have  worked  six  quarters  in  social  security  covered 
employment. 

For  this  purpose  we  offer  as  an  amendment  to  H.R.  6675  a  bill— 8. 
1787 — introduced  by  Senator  Vance  Hartke,  and  cosponsored  by  Sen- 
ators Dirksen»  Morton,  McCarthy,  Ribicoff,  Curtis,  and  William.s,  all 
distinguished  members  of  this  committee,  and  also  cosponsored  by  35 
other  equally  distinguished  Members  of  the  U.S.  Senate. 

Mr.  Chairman,  S.  1787  is  identical  in  all  respects  to  S.  1268,  which 
was  offered  by  its  long-time  supporter,  Hubert  H.  Humphrey,  then 
senior  Senator  from  Minnesota,  as  an  amendment  to  H.R.  11865  on 
September  3,  1964,  when  the  Senate  was  considering  social  security 
matters — and  the  Humphrey  amendment  was  adopted  by  the  Senate 
by  voice  vote,  with  the  record  of  debate  indicating  no  single  voice 
raised  in  opposition. 

But  as  you  gentlemen  well  remember.  Congress  adjourned  last  year 
without  reaching  agreement  on  a  social  security  bill,  so  the  advantage 
gained  by  Senate  acceptance  of  the  bill  to  change  the  Federal  disability 
insurance  law  for  the  benefit  of  blind  persons  was  lost — and  we  are 
trying  again  with  S.  1787. 

S.  1787  would  make  several  changes  in  the  disability,  insurance  law 
Avith  particular  reference  to  blind  persons. 

First,  our  amendment  would  incorporate  in  the  disability  insurance 
cash  benefit  provisions  of  the  Social  Security  Act  the  definition  of 
blindness  which  is  generally  recognized  and  used  throughout  the 
^NTation. 

This  definition,  already  included  in  other  Federal  laws,  would  pro- 
vide an  ophthalmological  standard  for  determining  blindness;  for 
example,  blindness  is  central  visual  acuity  of  20/200  or  less  in  the  bet- 
ter eye  with  correcting  lenses,  or  visual  acuity  greater  than  20/200  if 
accompanied  by  a  limitation  in  the  field  of  vision  such  that  the  widest 
diameter  of  the  visual  field  subtends  an  angle  no  greater  than  20°. 

Then,  S.  1787  would  permit  a  person  whose  visual  impairment  is  such 
as  to  constitute  blindness  in  accordance  with  the  terms  of  this  definition 
and  has  worked  in  social  security-covered  employment  for  six  quarters 
to  qualify  for  disability  insurance  cash  benefits  under  the  social  security 
program,  and  to  continue  eligible  for  such  payments  so  long  as  the 
disability  of  blindness  lasts. 

Mr.  Chairman,  the  objective  of  S.  1787  is  to  make  of  the  disability  in- 
surance program  a  true  insurance  program  for  the  blind — for  those 
who  are  now  blind,  for  those  who  become  blind  in  the  future. 

S.  1787  would  condition  the  right  to  receive  disability  payments, 
and  the  right  to  continue  to  receive  them,  upon  the  existence  and  the 
continuing  existence  of  the  loss  of  sight. 

Our  amending  proposal  recognizes  that  the  severest  of  all  the  conF^<=  - 
0[uences  resulting  from  the  occurrence  of  blindness  in  the  life  of  a  work- 
ing person  is  not  the  physical  loss,  the  physical  deprivation  of  sight, 
but  rather  the  severest  loss  sustained  is  the  economic  disaster  which 
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befalls  the  newly  blinded  workman,  the  economic  handicaps  which  are 
a  consequence  of  blindness.  . 

It  is  these  consequences— the  abrupt  termmation  of  weekly  wages, 
the  diminished  earning  power,  the  drastically  curtailed  employment 
opportimitias  open  to  the  recently  blinded  person,  or  to  the  person  who 
has  lived  a  lifetime  without  sight— these,  and  not  the  physical  absence 
of  sight,  convert  the  physical  disability  of  blindness  into  the  economic 
handicap  of  blindness.  ^       .  ,  , 

S.  1787  would  provide  a  partial  solution  to  the  financial  catastrophe 
which  results  from  blindness.  It  would  provide  a  floor  of  minimum 
financial  security  for  those  who  must  learn  to  live  again,  to  function 
without  sight  in  a  world  of  sight. 

S.  1787,  as  Federal  law,  would  reduce  the  competitive  disadvantages 
of  sightlessness ;  it  would  provide  a  continuing  source  of  funds  to  meet 
the  extra  "equalizing"  expenses  of  functioning,  blind,  in  a  sight-ori- 
ented society. 

S.  1787  would  be  of  immeasurable  help  to  the  worker  suddenly  con- 
fronted by  the  devastating  effects  of  blindness— the  discouragements 
of  protracted  unemployment,  the  despair  of  an  expected  lifetime  of 
unemployment,  the  shocking  loss  of  independence,  the  hurts  and  hu- 
miliations of  dependency. 

S.  1787  would  also  provide  minimum  income  security  to  the  employed 
blind  person  who  has  lived  for  years,  or  for  a  lifetime,  without  sight— 
for  such  a  person  must  pay  an  extra  price  in  dollars  and  cents  when  he 
works  as  a  lawyer  or  piano  tuner,  as  a  teacher,  salesman,  or  factory 
assembler. 

Mr.  Chairman,  the  usual  blind  person — with  average  abilities,  with 
no  particular  talents  or  training — such  a  person  works  when  he  can 
find  work,  but  he  frequently  is  the  victim  of  the  inexorable  law  of 
life  for  the  disabled  person — last  hired  and  first  fired ;  gainfully  em- 
ployed, when  he  is  employed  at  all,  on  jobs  with  the  poorest  pay,  the 
shortest  in  duration — jobs  which  are  now  being  rapidly  automated  out 
of  existence. 

For  this  person — the  usual  blind  worker — the  20  quarters  eligibility 
requirement  in  the  disability  insurance  law  makes  the  protection  of 
disability  insiiranc-e  unavailable  to  him,  and  our  proposed  6  quarters- 
requirement  would  be  much  more  reasonable  under  the  circumstances — 
under  the  special  circumstances  which  confront  such  a  person. 

Mr.  Chairman  and  members  of  the  committee,  we  of  the  National 
Federation  of  the  Blind  believe  that  the  social  security  programs  which 
are  intended  to  diminish  the  adverse  economic  and  social  consequences 
of  advancing  years  or  disabling  impairments  must  never  be  considered 
fix:ed  and  inflexible  in  provision,  for  such  rigidity  may  defeat  the  pur- 
pose to  be  served  by  such  programs,  while  flexibility  of  approach  and 
adjustment  of  provision  to  meet  special  circumstance  mav  assure  ful- 
fillment of  such  purpose — the  diminution  of  the  hazards  and  heart- 
aches of  old  age,  the  lessening  of  the  discouragements  and  disadvan- 
tages of  disability. 

We  ask  this  committee  and  the  Congress,  therefore,  to  liberalize  the 
disability  insurance  law  for  blind  persons,  for  the  benefit  of  persons 
who  may  becom^e  blind. 

Under  existing  law,  a  person  must  work  in  social  security- covered 
employment  for  at  least  20  quarters  to  establish  eligiblity  for  disability 
insurance  cash  payments. 
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We  ask  you  to  approve  S.  1787,  to  reduce  this  requirement  to  6 
quarters,  in  order  that  the  benefits  under  the  disability  insurance 
program  may  be  more  readily  available  to  more  persons  when  blind- 
ness occurs;  in  order  that  blind  persons,  unable  to  meet  the  present 
requirement  of  employment  for  5  years  in  covered  work  may  be  able 
to  qualify  for  benefits  under  the  disability  insurance  program. 

Under  existing  law  and  practice,  persons  who  are  disabled  and 
earn  anything  but  the  meagerest  income  are  denied  disability  insurance 
payments  as  they  are  considered  no  longer  sufficiently  disabled  and 
therefore  no  longer  qualified. 

Under  existing  law  and  regulation,  it  is  not  enough  that  a  person 
is  severely  disabled,  that  he  is  unable  to  get  a  job  because  he  is  disabled, 
to  qualify  for  disability  insurance  cash  payments — he  must  establish 
his  physical  inability  to  do  a  job  to  qualify  for  such  payments. 

We  ask  you  to  change  this,  to  allow  persons  who  are  disabled  by 
blindness  to  qualify  for  disability  benefits  upon  proof  of  blindness  and 
to  continue  qualified  so  long  as  they  remain  blind ;  to  continue  qualified 
to  receive  benefits  even  though  thej^  are  employed,  even  though  they 
are  earning,  in  order  that  disability  insurance  payments  may  be  avail- 
able to  them  to  offset  the  extra  "equalizing"  expenses  incurred  in  living 
and  competing  without  sight  in  an  environment  geared  to  sight. 

And  now,  Mr.  Chairman,  I  would  like  to  speak  briefly  of  several 
other  provisions  of  H.R.  6675  

Of  course,  the  National  Federation  of  the  Blind  still  vigorously  sup- 
ports hospital  insurance  benefits  for  the  aged  under  social  security, 
and  we  endorse  the  provisions  of  H.E.  6675  which  would  establish  such 
a  program. 

We  are  regretful,  however,  that  H.R.  6675  does  not  extend  the  pro- 
posed hospital  care  protection  to  disability  insurance  beneficiaries. 

Since  their  claim  for  payments  must  be  based  upon  the  existence 
of  a  medically  determinable  disability,  they  generally  are  in  need  of 
frequent,  or  even  constant,  medical  and  hospital  care,  whereas,  men 
and  women  who  reach  retirement  age  may  still  be  robust  and  well. 

Disability  insurance  beneficiaries,  therefore,  have  a  greater  need 
than  do  the  elderly  for  a  social  security-provided  health  care  pro- 
gram. 

It  is  our  hope — when  the  proposed  hospital  benefits  for  the  aged 
program  has  been  in  operation  for  a  reasonable  length  of  time,  when 
experience  has  replaced  expectation,  and  when  demands  upon  the 
program  are  known  and  costs  can  be  accurately  determined — then, 
it  is  our  hope  that  this  committee  and  the  Congress  will  consider  ex- 
tending the  hospital  benefits  provisions  of  H.R.  6675  to  include  dis- 
ability insurance  beneficiaries. 

Mr.  Chairman,  the  National  Federation  of  the  Blind  has  worked, 
in  Congress  after  Congress,  to  secure  specially  designated  Federal 
funds  to  help  the  States  in  meeting  the  burdensome  costs  of  providing 
the  needy  blind  with  adequate  medical  and  hospital  care. 

Therefore,  we  vigorously  endorse  the  provisions  of  H.R.  6675  which 
would  establish  a  new  social  security  title — title  XIX — under  which 
Federal  money  for  medical  and  hospital  bills  would  be  made  available 
to  public  assistance  recipients  and  to  the  medically  indigent. 

We  believe  the  proposed  new  title  XIX  is  most  important,  for  it 
would  effectually  serve  to  separate  Federal  public  assistance  money 
into  two  parts,  one  for  aid,  and  the  other  for  medical  care. 
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Such  separation  would  prevent  the  States  from  lowering  their  aid 
payments  in  order  to  match  the  Federal  contributions  for  medical  care. 

This  much-needed  requirement  would  thus  put  an  end  to  the  practice 
of  using  ever-larger  portions  of  Federal  matching  funds  in  public 
assistance  to  pay  for  medical  care,  rather  than  to  increase  the  monthly 
aid  grants  of  unfortunate  men  and  women  in  need  of  public  help. 

The  National  Federation  of  the  Blind  endorses  the  provisions  of 
H.R.  6675,  which  would  increase  the  amount  of  Federal  participating 
payments  in  the  public  assistance  titles  of  the  Social  Security  Act. 

But,  Mr.  Chairman,  there  is  no  requirement  in  the  bill  that  this  addi- 
tional money  be  passed  on  to  aided  recipients  to  be  available  for  their 
use  in  paving  rent  and  food  bills. 

Section  405  of  H.R.  6675— entitled  "Maintenance  of  State  Public 
Assistance  Expenditures'' — is  called  a  pass-on  requirement,  but  it  is 
hardly  that. 

Section  405  does  prevent  the  States  from  substituting  the  increased 
Federal  public  assistance  money  for  State  money  in  such  programs,  but 
it  does  not  assure  that  monthly  public  assistance  grants  will  be  raised 
by  the  amount  of  the  larger  Federal  share  in  such  payments. 

We  request  and  urge  this  committee,  therefore,  to  amend  H.E.  6675 
so  as  to  require  each  State  to  increase  the  monthly  grant  of  aid  to 
every  recipient  by  an  amount  equal  to  the  Federal  increase,  then,  the 
added  Federal  dollars  vrill  be  available  to  the  needy  to  meet  always 
rising  daily  living  costs. 

The  ^sTational  Federation  of  the  Blind  endorses  section  301  of  H.R. 
6675,  which  would  increase  benefit  payments  for  retired  and  elderly 
persons  under  title  II  of  the  Social  Security  Act. 

To  the  retired  elderly,  this  increase  will  be  available  for  them  to  use, 
-  if  they  choose  to  do  so,  to  meet  the  costs  of  participation  in  the  proposed 
supplementary  health  insurance  benefits  plan — which  we  endorse — and 
their  already  inadequate  social  security  payments  will  not  have  to  be 
further  reduced  to  meet  this  new,  though  very  beneficial,  expense. 

To  the  others  who  receive  payments  under  social  security — depend- 
ents of  retired  persons,  disability  insurance  beneficiaries  and  their 
dependents — these  people,  too,  will  gain  by  the  increased  benefits  pay- 
ments provided  for  in  section  301  of  H.R.  6675,  and  because  of  the 
proposed  increase,  they  will  be  able  to  live  with  a  greater  measure  of 
decency,  dignity,  and  adequacy. 

I  thank  you,  Mr.  Chairman,  for  tliis  opportunity  to  present  these 
views. 

Senator  Long  (presiding).  Thank  you,  Mr.  Nagle.    We  will  cer- 
tainly consider  the  points  you  have  made  here. 
Senator  Anderson  ? 

Senator  Anderson.  You  haven't  made  any  estimate  of  costs  in  the 
change  of  program. 

For  instance,  on  the  one  section  alone  where  you  would  change  to  20- 
200  yardstick  as  a  measure  of  blindness,  would  that  be  rather 
expensive  ? 

Mr.  Nagle.  I  don't  know  what  the  cost  is.  Senator.  I  presume  the 
departmental  people  can  supply  that  information  to  the  committee.  I 
have  always  considered  my  function  to  come  in  here  and  talk  about 
a  problem  and  to  offer  a  solution  to  the  problem,  and  it  seems  to  me  that 
this  is  my  problem. 

47-140— 65— pt.  2  [24 
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Senator  Anderson.  Then  later  on  you  suggest  that  they  might  make 
hospital  benefits  available  to  the  disability  people  whether  or  not  they 
had  reached  65. 

Mr.  Nagle.  We  felt  that  if  this  bill  were  to  go  into  effect,  and  people 
who  qualified  under  it,  under  the  six  quarters  provision,  were  then  to 
go  over  to  the  old-age  program  at  the  age  of  65,  then  it  is  conceivable 
that  because  they  qualify  under  a  limited  requirement  that  they  would 
not  qualify  for  the  old-age  program,  and,  therefore,  would  have  to 
terminate  aid  in  benefits. 

Therefore,  this  is  why  we  continued  this  beyond  the  age  of  65. 

Senator  Anderson.  That  is  all. 

Senator  Williams.  No  questions. 

Senator  Long.  Thank  you  very  much,  sir. 

The  next  witness  will  be  Mr.  J.  Dewey  Dorsett,  American  Insurance 
Association. 

Mr.  Keating.  Mr.  Chairman  and  members  of  the  committee,  may  I 
introduce  Mr.  J.  Dewey  Dorsett.  I  am  appearing  here  for  the  Amer- 
ican Insurance  Association.  Mr.  Dorsett  is  the  president,  formerly 
was  the  chairman  of  the  industrial  commission  in  North  Carolina 
which  administered  the  workmen's  compensation  laws  there  and  was 
the  national  president  of  the  xissociation  of  Workmen's  Compensation 
Administrators. 

Senator  Long.  We  are  very  happ}'  to  welcome  you,  Senator  Keating, 
and  also  your  clients. 

Mr.  Keating.  I  will  have  nothing  more  to  say  which  I  am  sure  is  a 
surprise  to  this  committee. 

Senator  Williams.  We  are  glad  you  are  here  this  morning. 

STATEMENT  OF  J.  DEWEY  DORSETT,  PRESIDENT,  AMERICAN 
INSURANCE  ASSOCIATION;  ACCOMPANIED  BY  KENNETH  B. 
KEATING,  COUNSEL;  AND  ANDREW  KALMYKOW,  COUNSEL 

Mr.  Dorsett.  Mr.  Chairman,  Senator  Anderson,  Senator  Wil- 
liams  

Senator  Long.  Do  you  have  a  prepared  statement? 

Mr.  Dorsett.  Yes,  sir;  I  do.  I  am  acutely  aware  of  time  limita- 
tions. I  prepared  an  eight-page  statement  with  exhibits,  which  has 
been  submitted  to  your  committee,  and  I  am  sure  that  it  will  be  in- 
corporated into  the  record  of  these  important  hearings. 

Senator  Long.  That  will  be  done. 

Mr.  Dorsett.  So,  instead  of  using  10  minutes,  with  your  permis- 
sion, I  hope  to  use  only  5  and  I  will  summarize  as  briefly  as  I  am  able 
to  do  so  the  important  points  covered  in  the  full  statement. 

First,  as  you  know,  the  190  insurance  companies  writing  all  lines  of 
casualty  and  property  insurance,  including  workmen's  compensation, 
are  vitally  concerned  in  the  effective  operation  of  our  State's  work- 
men's compensation  laws. 

We  and  many  others  are  firmly  convinced  that  the  overlap  of  work- 
men's compensation  and  social  security  benefits  cannot  long  endure 
without  serious  damage  to  the  State's  workmen's  compensation  system. 

As  a  matter  of  fact,  I  think  it  has  the  seeds  of  destruction  in  it. 

This  grave  impact  on  workmen's  compensation  will  be  greatly  mag- 
nified by  the  expansion  of  social  security  disability  benefits  provided 
for  by  section  303  of  H.R.  6675. 
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Second,  the  history  of  how  this  overlap  came  about  is  documented 
in  my  statement. 

Wliat  is  the  extent  of  the  duplication  that  so  concerns  me  ?  A^ain 
this  is  covered  in  great  detail  in  that  statement. 

Senator  Anderson.  Where  would  it  be  in  the  statement  ? 
Mr.  DoRSETT.  Beg  pardon  ? 

Senator  Anderson.  Where  would  it  be  in  the  statement  ? 

Mr.  Dorsett.  The  statement,  Senator  Anderson,  is  eight  pages  long 
and  I  have  endeavored  to  cover  that  with  the  figures  and  the  exhibits, 
the  exhibits  that  are  attached  to  it. 

Senator  Anderson,  I  just  want  to  see  your  figures  as  to  how  ex- 
pensive this  is. 

Mr.  Dorsett.  Beg  pardon  ? 

Senator  Anderson.  I  just  want  to  see  your  figures,  where  are  the 
figures  that  you  have  spoken  about  ? 
Mr.  Dorsett.  On  page  4, 
Senator  Anderson.  Thank  you. 

Mr.  Dorsett.  Some  have  endeavored  to  minimize  the  size  of  these 
overlaps.  This  is  done  by  measuring  the  area  of  overlap  in  terms  of 
total  social  security  disability  payments.  We  say  that  this  is  not  the 
proper  tests.  It  should  be  measured  by  the  extent  to  which  workmen's 
compensation  payments  are  duplicated  by  social  security  disability 
benefits. 

Using  the  most  conservative  figures  we  estimate  that  in  workmen's 
compensation  cases  where  payments  of  between  $250  and  $300  million 
will  be  made,  there  will  be  duplicate  disability  payments  under  social 
security.  This  is  based  on  new  cases  occurring  during  one  year  and 
amounts  to  one-third  of  all  the  workmen's  compensation  payments 
for  disability. 

I  emphasize  that  our  figures,  in  my  judgment,  are  conservative.  If 
we  use  the  data  contained  in  a  publication  of  the  Social  Security  Ad- 
ministration itself,  the  size  of  this  duplication  might  reach  well  over 
a  half  billion  dollars. 

What  happens,  under  current  benefit  scales  in  the  case  of  a  man 
with  a  wife  and  two  children,  the  combined  average  social  security 
disability  benefits  and  workmen's  compensation  equal  or  exceed  take- 
home  pay  in  all  but  one  State.  To  me  that  is  so  fundamentally  un- 
sound that  we  make  a  gTeat  point  of  it. 

With  increased  benefits  under  H.R.  6675  take-home  pay  would  be 
exceeded  in  all  States.  This  means  that  efforts  at  rehabilitation  and 
the  incentive  to  return  to  work,  human  nature  being  what  it  is,  which 
are  basic  goals  in  any  disability  system,  will  be  completely  lost. 

Discouraging  and  thwarting  rehabilitation  is  bad  enough,  but  this 
duplication  has  another  equally  serious  and  socially  undesirable  im- 
pact. It  impairs,  in  my  judgment,  the  whole  workmen's  compensation 
benefits  structure.  Duplication  of  workmen's  compensation  by  social 
security  destroys  the  incentive  for  our  States  to  increase  these  bene- 
fits, and  this  inevitable  consequence  affects  all  workmen's  compensation 
beneficiaries,  whether  or  not  they  are  entitled  to  social  security  benefits. 

Already  this  has  happened,  and  I  have  seen  it  in  several  States 
during  the  legislative  sessions  this  year. 

As  you  will  find  set  forth  in  my  statement,  a  provision  precluding 
any  duplication  of  benefits  was  contained  in  the  social  security  dis- 
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ability  law  as  originally  enacted  by  the  Congress.  Social  security- 
spokesmen  have  suggested  that  the  present  problem  might  be  cured 
by  deducting  security  benefits  from  our  workmen's  compensation  laws. 

In  my  judgment,  this  is  not  the  solution  in  terms  of  continuing  and 
preserving  the  State's  system.  It  is  difficult  to  contemplate  the  main- 
tenance of  the  whole,  on  proper  benefit  levels,  State  workmen's  com- 
pensation systems  to  take  care  of  what  will  eventually  be  a  marginal 
area. 

If  workmen's  compensation  should  be  destroyed,  we  will  move  the 
clock  back  50  years  to  the  times  when  the  only  remedy  the  injured 
workman  had  was  an  action  at  law,  uncertain  as  it  was,  for  damages 
based  on  proven  fault  on  the  part  of  his  employer. 

Let  us  not  overlook  the  tremendous  contribution  that  insurance  com.- 
panies  have  made  over  the  years  in  the  field  of  safety. 

Since  the  enactment  of  workmen's  compensation  law  fatality  rates 
have  been  reduced  77  percent,  and  the  frequency  of  injury  has  been 
reduced  81  percent.  This,  in  my  judgment,  is  remarkable  record  and 
one  which  cannot  be  jeoparadized. 

Unlike  social  security,  insurance  carriers'  rates,  as  Senator  Anderson 
so  well  knows,  are  geared  to  reflect  and  to  reward  improved  experience 
due  to  effective  safety  work. 

T^ow,  may  I  close  on  a  pleasant  note. 

We  are  pleased  that  H.R.  6675  recognizes  the  wisdom  and  social 
desirability  of  avoiding  duplication,  by  providing  an  exception  for 
medical  care  furnished  under  workmen's  compensation  laws. 

Some  who  recognize  the  existence  of  duplication — the  duplication 
problem — have  recommended  further  study.  We  believe  that  known 
facts  already  amply  justify  restoration  of  the  offset  at  the  present  time. 

We  suggested  language,  and  I  hope  we  have  not  been  presumptuous 
in  this  instance  for  such  an  amendm.ent,  which  could  be  incorporated 
into  section  303,  is  attached  to  my  prepared  statement. 

Should  it  be  determined,  however,  that  this  study  be  undertaken, 
it  is  essential,  in  our  opinion,  that  the  area  of  overlap  not  be  increased, 
pending  its  completion. 

We  respectfully  urge  then  that  section  303  of  H.R.  6675  be  elimi- 
nated from  the  bill  or  that  the  offset  of  workmen's  compensation 
against  social  security  disability  benefits  be  restored  as  it  was  originally 
found  years  ago. 

Gentlemen,  I  thank  you  very  much  for  this  privilege. 

If  there  are  any  questions,  I  shall  do  my  best  to  answer  them  and 
if  I  do  not  have  the  answers  I  am  sure  thai  Senator  Keating  and  Mr. 
Kalmykow  have  the  answers. 

(The  prepared  statement  of  Mr.  Dorsett  follows :) 

Statement  of  J.  Dewey  Dorsett  on  Behalf  of  the  American  Insurance 

Association 

Mr.  Chairman,  members  of  the  committee,  my  name  is  J.  Dewey  Dorsett  and 
I  live  in  Ridge  wood,  N.J.  My  appearance  before  your  committee  is  on  behalf 
of  the  American  Insurance  Association,  of  which  I  am  president.  American  In- 
surance Association  is  a  nonprofit  organization  whose  headquarters  are  located 
in  New  York  City.  It  is  composed  of  190  stock  insurance  companies  writing  all 
lines  of  casualty  and  property  insurance,  including  workmen's  compensation 
insurance,  throughout  the  Nation. 
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Our  member  companies  are  vitally  concerned  in  the  effective  operation  of 
State  workmen's  compensation  laws  with  respect  to  which  they  perform  an 
essential  function.  It  is  their  firm  belief  that  the  greatly  increased  overlap  of 
workmen's  compensation  and  social  security  benefits  under  the  provisions  of 
section  303  of  H.R.  6675  would  have  serious  adverse  effects  on  the  operation  of 
the  State  workmen's  compensation  system.  My  remarks  will  be  centered  on 
this  one  point. 

State  workmen's  compensation  laws  have  protected  employees  and  their  em- 
ployers for  over  50  years.  Last  year  the  payment  of  over  $1  billion  in  compen- 
sation for  industrial  injuries  was  incurred  and  another  half  billion  dollars  in 
medical  benefits.  Constantly  the  protection  provided  by  these  laws  has  been 
increased  both  in  scope  and  amount. 

Yet  this  progress  is  being  halted  and  the  w^hole  system  placed  in  jeopardy 
by  the  increasing  encroachment  of  social  security  into  the  field  of  work  injuries. 
H.R.  6675  increases  this  overlap  to  such  an  extent  that,  unless  remedy  is  pro- 
vided, it  may  cause  vital  injury  to  the  whole  system. 

A  short  resume  of  developments  with  respect  to  social  security  disability 
payments  will  shed  light  on  the  problem  facing  State  workmen's  compensation 
laws  today.  The  Social  Security  Act  enacted  in  1935  contained  no  provisions 
for  disability  benefits.  Such  benefits  were  first  provided  in  1956  for  persons 
between  50  and  64  years  of  age,  who  were  permanently  and  totally  disabled. 
At  that  time,  the  Congress  wisely  made  provision  for  a  workmen's  compensation 
offset.  By  such  "offset"  we  mean  a  deduction  of  workmen's  compensation  bene- 
fits from  social  security  disability  benefits.  Thus,  no  duplication  of  any  kind 
existed  when  disability  benefits  first  became  a  part  of  our  social  security  system. 

In  1958,  broad  amendments  to  the  Social  Security  Act  were  enacted.  The 
106-page  bill  contained  a  1-line  repealer  of  the  offset  provision.  No  adequate 
opportunity  for  hearing  was  given  to  persons  interested  in  workmen's  compen- 
sation and  no  opinion  was  expressed  by  such  persons  on  this  point.  The  bill 
was  favorably  reported  on  July  28,  1958,  the  very  same  day  it  was  introduced, 
and  passed  the  House  on  July  31.  It  passed  the  Senate  on  August  16,  1958, 
after  brief  hearings.  The  House  concurred  in  Senate  amendments  on  August  19 
and  the  bill  was  approved  on  August  28. 

We  believe  that  the  repeal  of  the  offset  provision  at  that  time  was  primarily 
induced  by  a  desire  to  eliminate  an  unrelated  deduction  of  veterans'  pensions 
which  happened  to  be  contained  in  the  section.  We  seriously  doubt  whether 
anyone  realized  that  the  Federal  Government  had  taken  a  step  which  could  lead 
to  the  destruction  of  the  State  workmen's  compensation  system. 

We  are  grateful  for  the  opportunity  at  long  last  to  state  our  case.  Until  the 
present  hearings,  to  the  best  of  our  knowledge,  no  one  interested  in  the  field  of 
workmen's  comi>ensation  has  been  given  the  opportunity  to  testify  at  either  a 
public  or  private  hearing  on  the  catastrophic  effect  that  this  duplication  was 
having,  and  will  have,  on  workmen's  compensation  insurance. 

Originally,  the  area  of  overlap  was  small.  Only  persons  between  the  ages  of 
50  and  64  who  had  suffered  severe  disabilities  were  eligible.  Since  then,  the 
scope  of  duplication  has  steadily  been  extended  by  statutory  amendment,  regula- 
tion, and  court  decisions.  In  1960,  the  Congress  eliminated  the  age  50  require- 
ment. About  the  same  time,  liberalized  regulations  were  issued,  under  which 
not  only  the  individual's  physical  condition  but  his  education,  age,  and  vocational 
hackground  were  to  be  taken  into  consideration  in  determining  the  existence  of 
disability  within  the  meaning  of  the  Social  Security  Act  (sec.  404.1502,  Code  of 
Federal  Regulations).  Courts  likewise  handed  down  increasingly  liberalized 
decisions  concerning  the  existence  of  disability. 

As  a  result  of  these  developments  cases  which  would  not  have  originally  quali- 
fied for  social  security  disability  benefits  are  now  granted  payment.  Thus  we 
now  find  that  in  many  cases  where  workmen's  compensation  administrators  have 
found  only  partial  disability,  benefits  for  total  disability  under  social  security  are 
being  paid.  A  study  by  the  industrial  commission  in  Florida  indicates  that  two- 
thirds  of  the  cases  where  duplication  occurred  had  been  held  to  involve  only 
partial  disability  by  the  commission.  This  has  been  true  even  where  the  work- 
men's compensation  rating  has  been  25  or  30  percent  of  disability.  This  increas- 
ing scope  of  overlap  has  caused  concern  and  indicated  tlie  need  for  remedy. 

Section  303  of  H.R.  6675  dramatically  spotlights  the  critical  situation  for  work- 
men's compensation.    Under  the  bill,  it  will  no  longer  be  necessary  to  show  that 
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disability  must  be  of  long  continuation,  or  indefinite  duration,  or  result  in  death. 
It  will  be  suflacient  to  show  that  it  has  lasted  6  months  or  more.  Workmen's 
compensation  would  be  duplicated  in  such  cases  beginning  with  the  end  of  the 
fifth  month  of  disability.  Thus,  every  workmen's  compensation  case  where  total 
disability  lasts  6  months  or  more  will  receive  duplicate  payments  under  social 
security. 

It  is  also  likely  that  periods  of  disability  which  usually  would  end  within  the 
6-month  period  would  be  extended  to  try  to  qualify  for  double  payment. 
Similarly,  periods  of  disability  which  normally  would  end  after  the  6-month 
period  would  probably  be  extended.  Social  security  spokesmen  have  testified  at 
these  hearings  that  their  past  estimates  of  the  cost  of  disability  have  proved  too 
low  by  actual  experience  because  the  periods  of  disability  have  been  much  longer 
than  they  had  anticipated.  This  would  greatly  be  accentuated  by  the  double 
payment. 

Social  security  spokesmen  at  these  hearings  likewisie  have  tried  to  minimize 
the  degree  of  overlap  by  citing  the  proportion  of  workmen's  compensation  cases 
in  relation  to  total  social  security  disability  payments.  There  is  no  question  that 
nonoccupational  disability  far  exceeds  that  due  to  employment,  although  we  do 
believe  that  the  figures  they  have  given  are  substantially  underestimated.  How- 
ever, this  ratio  is  irrelevant  in  determining  the  effect  on  workmen's  compensation. 
What  is  relevant  and  significant  is  the  extent  to  which  all  workmen's  compensa- 
tion payments  are  duplicated  by  social  security  disability  benefits. 

We  conservatively  estimate  that  under  the  definition  contained  in  section  303, 
workmen's  eompensation  cases  in  the  course  of  a  year,  with  respect  to  which  pay- 
ment of  between  $250  to  $300  million  will  have  to  be  made,  would  qualify  for 
duplicate  disability  payment  by  social  security.  This  is  based  on  an  estimate  of 
42,000  to  47,000  new  cases  arising  during  that  time.  This  sum  amounts  to  one- 
third  of  all  workmen's  compensation  payments  for  disability  incurred  during  the 
course  of  a  year. 

It  is  interesting  to  note  that  the  Social  Security  Bulletin  for  October  1964, 
page  25,  contains  an  estimate  by  the  Division  of  Research  and  Statistics  of 
the  Social  Security  Administration,  that  for  1963  workmen's  compensation 
long-term  disability  cases  amounted  to  75,000.  Long-term  disability  is  there 
defined  as  total  disability  exceeding  6  months.  This  definition  in  substance  is 
the  same  as  that  in  section  303. 

We  are  not  certain  how  this  figure  was  arrived  at  and  therefore  hesitate  to 
translate  this  figure  into  compensation  dollars.  However,  some  idea  may  be 
gained  by  comparing  this  figure  to  the  ones  I  have  just  quoted.  It  would  appear 
to  be  well  in  excess  of  the  half  billion  dollar  mark.  Possible  duplication  in- 
volving between  one-third  and  over  one-half  billion  of  our  total  yearly  com- 
pensation payments  is  to  us  staggering. 

We  believe  that  duplication  of  workmen's  compensation  payments  to  this  ex- 
tent would  have  disastrous  effects. 

As  the  tables  attached  to  this  statement  indicate  we  find  that  cases  where 
duplicate  benefits  are  paid,  in  the  case  of  a  man  with  a  wife  and  two  children, 
average  combined  social  security  disability  benefits  and  workmen's  compensa- 
tion equal  or  exceed  take-home  pay  in  all  but  one  State.  This  is  true  even 
under  current  benefit  scales.  With  the  increased  benefits  provided  by  H.R. 
6675  take-home  pay  would  be  exceeded  in  all  States. 

It  can  readily  be  appreciated  that  efforts  at  rehabilitation  and  the  incentive 
to  return  to  work  are  completely  lost  in  such  instances.  These  are  the  very 
cases  where  rehabilitation  is  most  likely  to  achieve  results  and  should  be  under- 
taken, but  this  duplication  eliminates  any  incentive  to  such  effort. 

Discouraging  rehabilitation,  however,  is  not  the  only  serious  adverse  effect 
of  the  overlap.  Perhaps  even  more  serious  is  its  impairment  of  the  workmen's 
compensation  benefit  structure.  Duplication  of  workmen's  compensation  by 
social  security  destroys  the  incentive  to  increase  State  workmen's  comi)ensation 
benefits.  This  depressing  effect  on  the  benefit  structure  has  been  manifest  even 
with  respect  to  disabilities  for  which  there  is  no  duplication.  Injured  em- 
ployees are  thus  penalized.  For  example,  at  the  last  session  of  the  Ohio  Legis- 
lature benefits  were  increased  only  for  the  first  12  weeks  of  disability.  It  was 
felt  that  social  security  disability  benefits  might  before  long  be  provided  beyond 
that  point    In  Iowa  benefits  generally  were  increased,  but  not  for  permanent 
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i  total  disability.  The  latter  are  the  eases  where  duplication  is  most  likely,  but 
;  there  would  still  be  some  who  would  have  to  rely  on  workmen's  compensation 
;  alone.  It  is  certain  that  the  depressing  effect  on  workmen's  compensation  bene- 
fits will  be  immeasurably  increased  should  section  303  be  enacted  in  its  present 
!  form. 

Social  security  spokesmen  have  suggested  that  if  duplication  is  a  problem 
'    social  security  should  be  deducted  from  workmen's  compensation.    The  benefits 
payable  under  workmen's  compensation  are  set  by  State  legislatures.    They  do 
'    not  depend  on  the  wishes  of  employers  or  their  insurance  carriers.    As  social 
security  expands,  and  the  rate  of  expansion  is  increasing  in  recent  years,  the 
remaining  margin  payable  under  such  laws  may  not  be  sufficient  to  justify  the 
I    maintenance  of  a  whole  State  workmen's  compensation  system  to  provide  them. 
I   Yet  it  seems  most  improbable  that  social  security  will  in  the  foreseeable  future 
jj   provide  benefits  in  scope  and  amount  equal  to  those  under  most  workmen's  com- 
i   pensation  laws.    The  cost  of  doing  so  would  be  prohibitive.    The  compensation 
|[   system  would  be  destroyed  without  providing  a  satisfactory  substitute.  This 
I   seems  patently  unsound  but  still  there  is  considerable  pressure  to  take  this 
'  course. 

One  State  has  already  provided  for  such  a  deduction  to  the  extent  of  one-half 
jl  of  social  security  benefits  and  employers'  pensions  as  well.  Such  proposals 
][  have  been  seriously  considered  in  several  other  States.  These  pressures  have 
I  been  relieved  by  the  hope  of  Federal  enactment  of  an  offset  provision.  This 
j  prospect  would  be  completely  destroyed  if  section  303  is  enacted  in  its  present 
form  or  if  the  offset  provision  is  not  restored. 

Many  States  are  presently  considering  workmen's  compensation  benefit  legis- 
||  lation.  Your  action  on  the  current  measure  will  no  doubt  influence  the  action 
i;  they  will  take.  We  do  not  believe  it  is  an  exaggeration  to  say  that  the  future 
!!    of  workmen's  compensation  rests  in  your  hands. 

I  If  workmen's  comx)ensation  should  be  destroyed,  employers  will  be  faced  with 
1  the  very  substantial  expense  of  actions  at  law  for  damages.  Social  security 
does  not  provide  an  exclusive  remedy.  This  would  give  rise  again  to  the  un- 
certainties, expenses,  and  hardships,  on  employees  as  well  as  employers,  which 
I  workmen's  compensation  was  created  to  eliminate.  A  good  workmen's  compten- 
,  sation  system  is  beyond  question  far  preferable.  Social  security  does  not  provide 
I  equal  protection  to  the  injured  man,  yet  through  duplication  it  hampers  the 
proper  development  of  the  system  that  does. 
Insurance  companies  have  established  over  the  years  an  outstanding  record 
|i  of  service.  It  is  their  stock  in  trade.  Promj^t  payment,  rehabilitation,  good 
I   medical  care,  full  protection,  all  of  these  are  provided. 

j  Most  important,  however,  are  accomplishments  in  the  field  of  safety.  If 
I  compensation  is  destroyed  employees  and  their  employers  would  lose  the  safety 
service  and  incentive  which  workmen's  compensation  provides.  Rates  for  the 
latter  are  geared  to  reflect  and  reward  improved  experience  due  to  effective 
safety  work.  Social  security  contributions  make  no  allowance  for  better  safety. 
To  the  extent  that  social  security  encroaches  into  workmen's  compensation 
to  that  extent  is  incentive  for  safety  work  reduced. 

Since  the  enactment  of  workmen's  compensation  laws,  fatality  rates  have  been 
reduced  by  76.9  percent  and  frequency  of  injury  since  1926  by  80.9  percent. 
This  is  a  remarkable  record  which  should  not  be  jeopardized. 

We  respectfully  urge  either  that  section  303  of  H.R.  6675  be  stricken  or  that 
the  offset  for  workmen's  compensation  against  social  security  disability  benefitis 
be  restored. 

We  are  pleased  to  note  that  in  H.R.  6675  the  wisdom  of  an  offset  provision 
is  given  recognition  by  the  exception  for  medical  care  furnished  under  workmen's 
compensation  laws  contained  in  section  1862  relating  to  medicare.    Some  who 
I    recognize  the  existence  of  a  duplication  problem  have  recommended  further 
I    study  before  taking  action  to  eliminate  it.    We  believe  that  known  facts  amply 
j    justify  restoration  of  the  offset.    Suggested  language  for  such  an  amendment  is 
a^ttached.    However,  should  it  be  determined  that  this  study  be  undertaken, 

I we  deem  it  most  essential  that  the  area  of  overlap  be  not  increased  pending  its 
I  completion. 
Should  the  broad  duplication  provided  by  the  current  bill  be  put  into  effect 
the  harm  to  the  compensation  system  may  be  irreparable. 
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Chabt  I. — Duplication  of  workmen's  compensation  disability  T)enefits 
social  security  l)enefits  in  H.R.  6675 


Combined 

Workmen's 

workmen's 

compensa- 

Combined 

state 

compensa- 

Average 

tion 

benefits 

tion  and 

weekly 

maximum 

percentage  of 

social 

take-home 

weekly 

take-home 

security 

pay  3 

benefit ' 

benefits  * 

Alabama.  __  

$96.  62 

$67. 96 

$38. 00 

142 

Alaska  _  

172. 00 

130. 10 

100.  00 

132 

Arizona    

222. 10 

90.06 

152.  50 

247 

Arkansas   „  _  ,  

92.  05 

65. 16 

35. 00 

141 

California   

142.  00 

101.  21 

70. 00 

140 

Colorado  

111.  60 

86.  55 

43.  75 

129 

Connecticut  _  

127.  77 

88.  35 

59.  00 

145 

Delaware  

113.  97 

79.30 

50.  00 

144 

District  of  Columbia  

137.48 

86.  30 

70.00 

159 

Florida  

101.  26 

69.  05 

42.  00 

147 

Georgia  _._  

94.97 

66.  74 

37.  00 

142 

Hawaii  

142. 85 

87. 11 

75.  00 

164 

Idaho  _  _  _  

110.  26 

81.  56 

45.  00 

135 

Illinois    _  

122. 85 

86.  73 

55.  00 

142 

Indiana  

108.  97 

78.  94 

45.  00 

138 

Iowa  

105.  60 

78.08 

42.00 

135 

Kansas.  _   

107.26 

81.  38 

42.  00 

132 

Kentucky  _  

102.  38 

73.59 

41.  00 

139 

Louisiana  _  

98.14 

77. 12 

35.  00 

127 

Maine  

100.  62 

67.  32 

42.  00 

149 

Maryland  

119.  43 

79.  58 

55.  00 

150 

Massachusets  

137. 18 

83.  50 

71.  00 

164 

Michigan  .  

149.  77 

89.  01 

81.00 

168 

Minnisota  ^  

111.  18 

83. 14 

45.  00 

134 

Mississippi  _.  .   

89.  46 

63.08 

35.  00 

142 

Missouri  . 

111.  93 

79.  60 

47.  50 

141 

Montana   

114.  31 

88.  08 

46.  00 

130 

Nebraska   

103.  60 

77.  76 

40.  00 

133 

Nevada  

125.  96 

<  98.  76 

57.  20 

127 

New  Hampshire  

104.  72 

70.  40 

45.  00 

149 

New  Jersey  

111.  55 

84.  68 

45.  00 

132 

New  Mexico  

108.  77 

88.  61 

40.  00 

123 

New  York  

127.  48 

85.89 

60.  00 

148 

North  Carolina     

93.  81 

65. 14 

37.  50 

144 

North  Dakota  

109.  80 

i  73.  71 

51.  00 

149 

Ohio   -  -  

121.  73 

*  91.  68 

56.  00 

133 

Oklahoma     _  ._  

100.18 

76. 41 

37.  50 

131 

Oregon  .  

121.29 

4  85. 81 

57.  69 

141 

Pe  nns  ylvania  

113.  68 

83.  88 

47.50 

135 

Rhode  Island     

109. 43 

79.  54 

45.00 

138 

South  Carolina 

90. 38 

63.  93 

35.  00 

141 

South  Dakota    

101.60 

78.  40 

38.  00 

130 

Tennessee     

96.80 

68.  07 

38.00 

142 

Texas  

98. 14 

77.  06 

35.  00 

127 

Utah  -—  

122.  40 

90.41 

52.  80 

135 

103.  26 

69.  00 

44.  00 

150 

Virginia   -  

98.  26 

69.  52 

39.00 

141 

Washington  -  -  

122.  57 

*  89.  40 

57.  69 

137 

100.31 

*  82. 86 

38.  00 

121 

130. 18 

83.  50 

64.00 

156 

Wyoming   

118.51 

i  84.  37 

55.  38 

140 

Longshoremen's  Act.    

114.  67 

70.  00 

^  1  Compensation  benefits  for  temporary  total  disabihty  payable  to  a  worker  with  a  wife  and  2  children. 
Social  security  benefits  provided  in  H.R.  6675  (medicare  bill),  pp.  164-165. 

'  i  Average  weekly  wages  less  Federal  income  and  social  security  taxes  (4  deductions).  Based  upon  wages 
of  employees  to  whom  compensation  paid,  July  1964— National  Council  on  Compensation  Insurance. 

3  As  of  May  1965.  Includes  maximum  allowance  for  temporary  total  disability  for  worker  with  a  wife 
and  2  children.  (Michigan  and  New  York  reflect  benefit  increases  contained  in  bills  that  have  passed  their 
legislature.)  M  ,.   .   n,^  ^   ^  ^ 

*  Figures  not  available  to  National  Council  on  Compensation  Insurance  for  monopohstic  State  fund. 
Source:  Production  workers  in  manufacturing— 1960  Statistical  Supplement,  Monthly  Labor  Review, 
pp.  33-35  (U.S.  Department  of  Labor). 

5  Figures  not  available— varies  in  each  State. 
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Chart  II. — Duplication  of  workmen's  compensation  disability  henefits  Ity 
current  social  security  henefits 


Combined 

Workmen's 

workmen's 

compensa- 

Combined 

compensa- 

Average 

tion 

benefits 

State 

tion  and 

weekly 

maximum 

percentage  of 

social 

take-home 

weekly 

take-home 

security 

pay  2 

benefit  3 

pay 

benefits  i 

Alabama    -   

$82. 67 

$67. 96 

$38.  00 

122 

Alaska               .  .   

144.  67 

130. 10 

100.  00 

111 

197. 17 

90.  06 

152.  50 

219 

Arkansas,-   . 

79.67 

65.16 

35.  00 

122 

California.    _ 

114.  67 

101.21 

70.  00 

113 

Colorado.       _  .  

88.  42 

86.  55 

43.  75 

102 

Connecticut  ...      .  .  _  .  

103.  67 

88.35 

59.  00 

117 

Dela\\-are__  _  

94. 67 

79.  30 

50.  00 

119 

District  of  Columbia  

114. 67 

86.  30 

70.00 

133 

Florida  

86.  67 

69.  05 

42.  00 

125 

Georgia                ...    ..   - 

81.  67 

66.  74 

37.00 

122 

Hawaii   .   

119.  67 

87.11 

75.00 

137 

Idaho               .      . 

89.67 

81.56 

45.  00 

110 

Illinois                                                 ...  - 

99.  67 

86.  73 

55.  00 

110 

Indiana   .    

89. 67 

78.94 

45.  00 

115 

lov/a..      .  -    - 

86.  67 

78.08 

42.00 

111 

Kansas  ..      _  .  ..    _                      ..-  .  .  ._ 

86.  67 

81.38 

42.00 

106 

Kentucky                  ...   .  

85.67 

73.  59 

41.00 

116 

Louisiana  .      .     .  .  

79.  67 

77. 12 

35.00 

103 

Maine        .          .   .  ... 

86.  67 

67.32 

42.00 

129 

Maryland-  ...   

99.  67 

79.  58 

55.  00 

125 

Massachusetts..   

115.  67 

83.50 

71.00 

138 

Michigan  .  ...                             .-.  .  . 

125.  67 

89.  01 

81.00 

141 

Minnesota..  ...  _  .   

89.  67 

83.14 

45.  00 

108 

Mississippi    .   _  ...  

79.  67 

63.  08 

35.  00 

126 

92. 17 

79.  60 

47.  50 

116 

90.  67 

88.08 

46.00 

103 

Nebraska                             .  .  

84.  67 

77.  76 

40.  00 

109 

Nevada      

101.87 

*  98.  76 

57.20 

103 

New  Hampshire...   

89.  67 

70.  40 

45.00 

127 

New  Jersey              .  _.. 

89.  67 

84.  68 

45.  00 

106 

New  Mexico...  _    . 

84. 67 

88.  61 

40.  00 

96 

New  York  .      _  _  ....  

104.  67 

85.89 

60.  00 

122 

North  Carolina     . 

82. 17 

65. 14 

37.  50 

126 

North  Dakota                     ......  ... 

95.  67 

*  73.  71 

51.00 

130 

Ohio  

100.  67 

*  91.  68 

56.  00 

110 

Oklahoma  .           _  _ 

82. 17 

76.41 

37.  60 

107 

Oregon...          _      .   _.    

102. 36 

*  85.  81 

57.  69 

119 

Pennsylvania..  _  _   

92. 17 

83.  88 

47.  50 

110 

Rhode  Island..  ._            _    . 

89.  67 

79.  54 

45.  00 

113 

South  Carolina      

79.  67 

63.  93 

35.  00 

125 

South  Dakota  .          ...  .  

82. 67 

78.  40 

38.00 

105 

82. 67 

68.  07 

38.  00 

121 

Texas.   .  .  . 

79. 67 

77.  06 

35.0-0 

103 

Utah  

97.  47 

90.  41 

52.  80 

108 

Vermont. 

88.  67 

69.  00 

44.  00 

128 

Virginia..-    .         ...  _  _ 

83.  67 

69.  52 

39.  00 

120 

Washington  .           ...  ...   

102.  36 

4  89.  40 

57.  69 

114 

West  Virginia  ...  

82.  67 

i  82.  86 

38.  00 

100 

Wisconsin  .   .     . 

108.  67 

83.  50 

64.  00 

130 

Wyoming                    .    .  ... 

100.  05 

4  84.  37 

55.  38 

119 

Longshoremen's  Act     .   

114.  67 

(0 

70.  00 

1  Compensation  benefits  for  temporary  total  disability  payable  to  a  worker  with  a  wife  and  2  children. 
Social  security  benefits  based  upon  average  family  monthly  benefit  of  $193.60,  or  $44.67  average  weekly,  2oth 
Annual  Report  of  Board  of  Trustees  of  Federal  Old-Ase  and  Survivors  Insurance  and  Disability  Insurance 
Trust  Funds,  March  1965,  p.  11  (H.  Doc.  No.  100,  89th  Cong.,  1st  sess.). 

2  Average  weekly  wages  less  Federal  income  and  social  security  taxes  (4  deductions).  Based  upon  wages 
of  employees  to  whom  compensation  paid,  July  1964,  National  Council  on  Compensation  Insurance. 

3  As  of  May  1965.  Includes  maximum  allowance  for  temporary  total  disability  for  worker  with  a  wife  and 
2  children.  (Michigan  and  New  York  reflect  benefit  increases  contained  in  bills  that  have  passed  their 
legislatures.) 

*  Figures  not  available  to  National  Council  on  Compensation  Insurance  for  monopolistic  State  fund. 
Source:  Production  workers  in  manufacturing,  1960  Statistical  Supplement,  Monthly  Labor  Review, 
pp.  33-35  (U.S.  Department  of  Labor). 

5  Figures  not  available— varies  in  each  State. 
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SUGGESTED  AMENDMENT  TO  PRESERVE  STATE  WORKMEN'S  COMPENSATION  BY 
RESTORING   THE  OFFSET 

Amend  title  II  of  the  Social  Security  Act  by  inserting  after  section  223  the 
following  new  section : 

"Sec.  224.    (a)  if— 

"(1)  any  individual  (hereinafter  in  this  section  referred  to  as  'primary 
benficiary')  is  entitled  to  a  disability  insurance  benefit  for  any  month  or 
any  individual  is  entitled  to  a  monthly  insurance  benefit  under  subsection 
(b),  (c),  or  (d)  of  section  202  for  any  month  on  the  basis  of  the  wages 
and  self-employment  income  of  an  individual  entitled  to  disability  insurance 
benefits,  and 

"(2)  it  is  determined  that  a  periodic  benefit  is  payable  for  such  month 
to  the  primary  beneficiary  or  to  any  other  individual,  under  a  workmen's 
compensation  or  occupational  disease  law  of  the  United  States  or  of  a 
State,  on  account  of  a  physical  or  mental  impairment  of  the  primary 
beneficiary, 

then  the  total  of  the  benefits  referred  to  in  paragraph  (1)  shall  be  reduced  (but 
not  below  zero)  by  an  amount  equal  to  such  periodic  benefit  or  benefits  for  such 
month. 

"(b)  If  any  periodic  benefit  referred  to  in  subsection  (a)  (2)  is  determined  to 
be  payable  on  other  than  a  monthly  basis  (excluding  a  benefit  payable  in  a  lump 
sum  unless  it  is  a  commutation  of,  or  a  substitute  for,  periodic  payments), 
reduction  of  the  benefits  under  this  section  shall  be  made  at  such  time  or  times 
and  in  such  amounts  as  the  Secretary  finds  will  approximate,  as  nearly  as 
practicable,  the  reduction  prescribed  in  subsection  (a). 

"(c)  In  order  to  assure  that  the  purposes  of  this  section  will  be  carried  out,  the 
Secretary  may,  as  a  condition  to  certification  for  payment  of  any  monthly  insur- 
ance benefit  payable  to  an  individual  under  this  title  (if  it  appears  to  him  that 
such  individual  or  any  other  individual  may  be  eligible  for  a  periodic  benefit 
which  would  give  rise  to  a  reduction  under  this  section),  requires  adequate 
assurance  of  reimbursement  to  the  Federal  Disability  Insurance  Trust  Fund  in 
case  periodic  benefits,  with  respect  to  which  such  a  reduction  should  be  made, 
become  payable  and  such  reduction  is  not  made. 

"(d)  The  reductions  provided  by  this  section  shall  not  apply  in  any  case 
where  the  primary  beneficiary  is  entitled  to  disability  insurance  benefits  on  the 
basis  of  an  application  filed  before  the  date  of  the  enactment  of  this  subsection." 

Amend  next  to  the  last  sentence  of  section  203(a)  of  such  act  by  striking  out 
"after  any  deductions  under  this  section  and  after  any  deductions  under  section 
222(b)"  and  inserting  in  lieu  thereof  "after  any  deductions  under  this  section, 
after  any  deductions  under  section  222(b),  and  after  any  reduction  under  sec- 
tion 224". 

Amend  section  203  ( i )  of  such  act  to  read  as  follows : 

"CIRCUMSTANCES  UNDER  WHICH   DEDUCTIONS   AND  REDUCTIONS   NOT  REQUIRED 

"  (i)  In  the  case  of  any  individual — 

"(1)  deductions  by  reason  of  the  provisions  of  subsection  (b),  (c),  (g),  or 
(h)  of  this  section,  or  the  provisions  of  section  222(b),  and 
"  (2)  any  reduction  by  reason  of  the  provisions  of  section  224. 

shall,  notwithstanding  such  provisions,  be  made  with  respect  to  the  benefits 
to  which  such  individual  is  entitled  only  to  the  extent  that  such  deductions 
and  reduction  reduce  the  total  amount  which  would  otherwise  be  paid,  on  the 
basis  of  the  same  wages  and  self-employment  income,  to  such  individual  and  the 
other  individuals  living  in  the  same  household." 

Amend  section  215(g)  of  such  act  by  striking  out  "section  203(a)"  and  insert- 
ing in  lieu  thereof  "section  203(a)  and  224". 

Senator  Long.  Senator  Anderson  ? 

Senator  Anderson.  I  have  tried  to  find  out  where  your  figures  are. 
Where  are  your  figures  on  this  overlap  ? 
Mr.  DoRSETT.  On  the  exhibits  attached  to  the  statement. 
Senator  Anderson.  The  Social  Security  Administration  testified  it 
runs  about  2  percent. 
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Do  you  agree  with  that  ? 

Mr.  DoRSETT.  No^  sir,  we  think  it  is  higher  than  2  percent,  and  with 

your  permission  may  I  

Senator  Anderson,  Do  you  have  figures  to  show  that  ? 

Mr.  Kalmykow\  Mr.  Chairman  

Senator  Anderson.  Do  you  have  figures  on  it  ? 

Mr.  Kalmykow.  We  estimate  it  is  between  42,000  and  47,000  of  our 
compensation  cases. 

Senator  Anderson.  Just  let  me  have  that  again,  42,000  and  what? 

Mr.  Kalmykow.  47,000,  that  is  conservative. 

Senator  Anderson.  Insurance  cases  ? 

Mr.  Kalmykow,  Workmen's  compensation  cases. 

Senator  Anderson.  Have  duplication  ? 

Mr.  Kalmykov/.  That  is  right,  would  have  under  this  new  definition. 
.And  that  represents  compensation  payments  to  us  of  between  $250 
million  and  S30O  million,  that  we  will  have  to  pay  in  these  cases. 

Senator  Anderson,  I  surely  wish  you  w^ould  have  some  figures  be- 
cause I  don't  believe  you  do  have. 

Mr.  Kalmykow.  These  figures  are  based  on  the  amount  that  our 
rating  organization,  the  National  Council  on  Compensation  Insurance 
has  to  represent  cases  where  total  disability  extends  over  a  period  of  6 
.  months  or  more.  They  have  to  have  those  records  for  rate  computa- 
tions. 

Senator  Anderson.  Secretary  Celebrezze  testified, 

About  2  percent  of  the  total  number  of  disability  beneficiaries  that  we  have 
now  would  be  eligible  for  both  workmen's  compensation  and  social  security  dis- 
ability benefits. 

That  is  a  vast  difference  from  yours. 

Mr.  Kalmykow.  He  comipared  that  figure  to  the  total  social  security 
benefit  claimants.  It  is  recognized  that  occupational  iiiiuries  are  much 
lesser  in  number  than  disabilities  not  connected  with  employment,  so 
one  could  have  a  hundred  percent  disabilities  due  to  employmient 
covered  and  yet  compared  to  total  social  security  payments  this  would 
be  a  limited  percentage  of  that  figure. 

In  other  words,  the  im.portant  figure  as  far  as  the  effect  on  com.pensa- 
tion  is  how  m.uch  of  the  total  is  affected,  of  the  workmen's  compensa- 
tion total  is  affected,  by  these  duplicate  payments  and  not  the  per- 
centage of  total  social  seeurity  paym.ents. 

Senator  xInderson.  I  understand  that.  But  it  is  pretty  hard  to 
helieve  

Mr.  Kalmykow.  As  a  matter  of  fact  to  indicate  

Senator  Anderson,  Did  the  figure  you  used  a  moment  ago  come 
from  the  J^ational  Council  on  Compensation  Insurance  ? 
]Mr.  Kalmykow.  ^o,  sir. 

Senator  Anderson.  What  did  you  refer  to  with  the  figures  on  the 
National  Council  on  Compensation  Insurance  ? 

Mr.  Kalmykow.  We  based  our  estimate  on  figures  they  supplied  to 
us. 

Senator  Anderson.  That  is  just  what  I  asked  you  and  you  said  no. 
Did  the  figures  come  from  the  National  Council  on  Compensation 
Insurance  ? 

Mr.  IL\LMYKOw.  Yes, 

Mr.  DoRSETT.  All  companies  subscribe  to  them. 


902 


SOCIAL  SECURITY 


Senator  Anderson.  I  will  have  to  find  out  where  they  got  their 
figures. 

Mr.  Kalmykow.  Their  report  is  from  all  member  companies  that 
write  workmen's  compensation  throughout  the  country  so  they  are 
in  position  to  know  what  the  experience  is  and  make  appropriate  rates 
to  cover  that. 

Senator  Anderson.  They  are  very  competent  people  and  they  esti- 
mate, do  they,  that  between  42,000  and  47,000  cases  would  represent 
duplicate  payments  in  this  definition  put  into  the  law  ? 

Mr.  Kalmykow.  That  is  correct. 

Senator  Anderson.  How  many  is  it  now  without  this  definition  ? 

Mr,  Kalmykow.  Well,  it  is  a  little  difficult  to  say.  They  contem- 
plate approximately  half  that  figure.  That  is  a  rough  estimate  at 
the  present  time. 

Senator  Anderson.  You  mean  the  inclusion  of  the  new  language 
would  double  the  number  of  cases  ? 
Mr.  I^almykow.  That  is  correct. 

To  indicate  how  conservative  this  figure  is,  there  is  a  publication  of 
the  Social  Security  Administration  in  the  October  1964  issue  of  the 
Social  Security  Bulletin  that  estimates  long-term  workmen's  compen- 
sation cases  at  75,000  for  the  year  1963. 

So,  that  shows  how^  conservative  our  estimate  is.  We  aren't  certain 
how  they  compiled  that  figure  but  we  do  want  to  cite  it  to  indicae  that 
our  figure  is  a  conservative  one. 

Senator  Anderson.  Wouldn't  there  be  those  duplicate  payments 
then  in  those  cases  without  the  passage  of  this  legislation?  ^¥hat 
does  this  language  do  to  that  ? 

Mr.  Kalmykow.  No.  These  are  the  cases  that  refer  to  6  months  and 
more  of  total  disability.  This  is  equivalent  to,  75,000  persons  is  equiva- 
lent to,  the  cases  that  would  come  under  this  new  definition  of  6  months 
and  more. 

Senator  Anderson.  You  have  a  6  months  and  more  language  now, 
don't  you,  in  the  law  ? 

Mr.  Kalmykow.  Not  as  far  as  the  definition  of  disability  is  con- 
cerned. That  is  merely  a  waiting  period  provision. 

Senator  Anderson.  Well,  your  definition  of  disability  is  very  strict 
now.   It  must  be  something  resulting  in  death  or  be  permanent? 

Mr.  Kalmykow.  That  is  right. 

Senator  Anderson.  It  is  pretty  hard  for  a  doctor  to  decide  whether 
it  would  be  permanent  or  not,  isn't  it  ? 

Mr.  Kalmykow.  We  have  that  &ve.Ty  day,  because  

Senator  Anderson.  I  find  myself  in  a  strange  position.  I  sympa- 
thize with  a  great  deal  of  what  you  said  about  section  303  generally 
and  I  think  there  ought  to  be  a  limitation  on  what  could  be  paid. 

What  would  youv  reaction  be  to  an  85  percent  limitation  on  what 
could  be  paid  ? 

Mr.  DoRSETT.  I  am  a  liberal  by  nature.  But  I  am  afraid.  Senator 
Anderson,  if  you  do  that  you  are  going  to  destroy  the  incentive  in  the 
50  States  to  upgrade  their  State  workmen's  compensation  benefits— 
there  has  been  great  progress  made,  as  you  well  know,  in  increasing 
benefits  to  the  injured  workmen.  I  am  afraid  if  you  do  that  you  are 
going  to  discourage  these  States  from  doing  anything  at  all  about 
increasing  benefits  and  that  is  the  danger  I  see  in  this.  As  an  old  hand 
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who  helped  administer  a  law  in  my  native  North  Carolina  for  10 
years,  I  don't  want  to  see  anything  done  that  will  discourage  the 
people  not  only  in  North  Carolina  but  New  Mexico,  Louisiana,  Dela- 
ware, and  wherever,  from  increasing  the  benefits  under  wory men's 
compensation,  because  I  think  in  50  years  that  system  has  stood  the 
test,  and  has  performed  marvelously. 

Senator  Anderson.  The  figures  you  got  from  the  National  Council 
on  Compensation  Insurance  are  in  your  report  here,  are  they  ? 

Mr.  Kalmykow.  Yes,  they  are  incorporated  on  pages  4  and  5. 

Senator  Anderson.  Pages  4  and  5  don't  have  any  numbers  in  them 
on  cases,  do  they  ? 

Mr.  Keating.  The  top  of  page  5. 

Mr.  Kalmykow.  Top  of  page  5. 

Senator  Anderson.  That  is  an  estimate. 

Mr.  Keating.  That  is  right. 

Senator  Anderson.  The  national  council  gave  the  facts. 
Mr.  Keating.  That  is  stated  as  an  estimate,  that  is  right. 
Senator  Anderson.  All  right. 

I  have  been  hoping  to  get  some  figures  on  this  for  a  long  time  be- 
cause there  must  be  some  available  statistics  on  it. 

Mr.  Kalmykow.  The  reason  we  say  it  is  an  estimate  is  because  it 
does  not  include  any  partial  disability  cases  that  may  be  held  to  con- 
stitute total  disability  by  the  Social  Security  Administration. 

It  includes  only  the  cases  where  total  disability  has  exceeded  a  period 
of  6  months  or  more.  It  includes,  of  course,  partial  disability  cases 
which,  subsequent  to  the  period  of  total  disability  may  become  partial 
and  some  permanent  condition  may  continue,  but  all  these  are  cases 
where  according  to  records  total  disability  has  exceeded  6  months  or 
more. 

Senator  Williams.  Mr.  Dorsett,  in  line  with  the  questioning  of 
Senator  Anderson,  when  the  Secretary  was  before  the  committee 
I  requested  that  they  furnish  to  our  committee  a  report  similar  to 
what  you  have  done  here  showing  their  estimates  as  to  how  these  figures 
would  be,  and  I  am  advised  by  the  staff  as  yet  they  have  not  been 
able  to  get  those  figures  together  but  they  will  be  submitting  them 
to  the  committee  and,  Mr.  Chairman,  I  would  like  to  ask  that  they  be 
printed  at  this  point  in  the  record  also  and  I  am  asking  Mr.  Dorsett 
if  when  they  are  printed  if  there  is  a  difference  between  their  estimates 
and  your  estimates  as  included  here  today  and  you  wish  to  comment 
further  that  you  would  do  so. 

Because  I  understand  this  is — ^both  of  you  have  to  take  some  esti- 
mates into  consideration,  certain  factors  but  they  should  be  reasonably 
close  when  you  finally  get  down  to  the  figures,  and  they  may  be. 

Mr.  Dorsett.  We  will  be  glad  to  comment  and  whatever  other 
pleasure  of  this  committee  it  is. 

(The  information  referred  to  follows :) 

(The  Commissioner  of  Social  Security  subsequently  submitted  the 
following  material  on  this  subject.  This  information  was  not  received 
in  sufficient  time  to  allow  the  American  Insurance  Association  to  sub- 
mit comments  thereon  before  the  hearings  were  sent  to  press. ) 

The  table  previously  submitted  by  the  Administration,  which  ap- 
pears on  page  151  of  part  1,  is  reprinted  here  for  comparative  pur- 
poses : 
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Concurrent  payment  of  workmen's  compensation  and  disaWitp  benefits  under- 
social  security  system 


[Updated  table  on  the~ba8is  of  H.R.  6675  from  Chamber  of  Commerce  of  the  United  States  publication 
"You  Can  Help  End  the  Thireat  to  the  State  Workmen's  Compensation  System"] 
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Tennessee —   . 

81.00 

76. 09 

36. 00 

106.6 
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1  Compensation  benefits  as  of  September  1964  based  upon  a  worker  with  a  wife  and  2  children.  Social 
security  benefits  based  upon  average  family  monthly  benefit  of  $194  in  June  1964,  recomputed  to  $196  (or 
$45  weekly)  on  the  basis  of  the  provisions  of  H.R.  6675. 

2  Average  weekly  wage  (in  employment  covered  by  uneroplojmient  insurance  for  calendar  year  1963) 
less  Federal  income  and  social  security  taxes  (4  deductions)  computed  under  current  withholding  schedules. 

3  After  deducting  Yi  of  OASDI  disability  benefit  under  Colorado's  ofl:set  provision. 
<  Figures  not  available — varies  in  each  State. 

Source:  Social  Security  Administration,  Department  of  Health,  Education,  and  Welfare,  Apr.  29,  1965. 
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\  Date :  May  20, 1965. 
Memorandum  from:  Robert  M.  Ball,  Commissioner  of  Social  Security. 
Subject :  Concurrent  eligibility  under  workmen's  compensation  and  social  secu- 
rity. 

This  memorandum  Is  concerned  with  information  on  the  extent  and  effects  of 
!  concurrent  eligibility  under  workmen's  compensation  and  social  security.  In 
I  particular,  it  will  comment  on  two  tables,  entitled  "Duplication  of  Workmen's 
'  Compensation  Disability  Benefits  by  Social  Security  Benefits  in  H.R.  6675,"  sub- 
mitted on  May  17  by  Mr.  J.  Dewey  Dorsett,  representing  the  American  Insur- 
ance Association,  and  on  a  similar  table  submitted,  at  the  request  of  Senator 
John  J.  Williams,  of  Delaware,  by  the  Social  Security  Administration. 

The  table  submitted  by  the  Social  Security  Administration  was,  in  accord- 
ance with  Senator  Williams'  request,  an  updated  and  somewhat  modified  ver- 
sion of  a  table  that  the  chamber  of  commerce  had  arranged  to  have  prepared; 
the  updated  table  took  into  account,  among  other  things,  changes  that  have 
occurred  in  workmen's  compensation  benefit  levels  and  increases  in  social  secu- 
rity benefits  that  would  be  provided  in  H.R.  6675.  The  tables  prepared  by  Mr. 
Dorsett  appear  to  be  similar  to  the  chamber  of  commerce  table  but.  like  the 
table  prepared  by  the  Social  Security  Administration  at  the  request  of  Senator 
Williams,  contain  updated  information.  In  all  of  the  tables,  the  benefits  pay- 
able under  both  programs  (social  security  and  workmen's  compensation)  to  a 
Vv'orker  with  a  wife  and  two  children  are  compared  with  his  take-home  pay 
(gross  wages  less  certain  assumed  income  taxes  and  social  security  contribu- 
tions). 

The  replacement  percentages  shown  in  the  table  updated  by  the  Social  Security 
Administration — that  is  the  extent  to  which  the  assumed  combination  of  social 
security  disability  benefits  and  workmen's  compensation  payments  would  replace 
earnings — differ  from  those  shown  in  both  of  Mr.  Dorsett's  charts ;  and  the  re- 
placement percentages  shown  on  Mr.  Dorsett's  chart  I  differ  substantially  from 
those  shown  on  his  chart  II.  The  differences  do  not  stem  primarily  from  differ- 
ent assumptions  as  to  average  earnings,^  as  was  implied  by  Mr.  Dorsett  in  his 
testimony  before  the  committee ;  rather,  in  the  case  of  both  charts  I  and  II  they 
stem  from  different  assumptions  as  to  the  benefits  that  would  be  payable  under 
workmen's  compensation.  Moreover,  the  social  security  disability  benefit  amounts 
used  in  chart  I  differ  from  those  used  by  the  Social  Security  Administration. 

It  would  seem  appropriate  to  calculate  social  security  benefits  for  a  worker 
with  average  earnings  on  the  basis  of  an  average  figured  over  the  period  after 
1950,  excluding  5  years,  rather  than  on  an  average  based  on  current  earnings. 
The  average  social  security  benefit  rate  for  the  disabled  worker  families  reflect 
generally  earnings  averaged  over  this  period.  The  table  updated  by  the  Social 
Security  Administration  and  Mr.  Dorsett's  chart  II  follow  this  method :  they 
assume  that  the  social  security  benefits  payable  to  the  family  of  a  disabled 
worker  with  average  earnings  would  be  equal  to  the  average  family  social  se- 
curity monthly  disability  benefit  ($195).  On  the  other  hand,  as  far  as  we  can 
determine,  in  chart  I  Mr.  Dorsett  computes  the  average  social  security  disability 
benefit  that  would  be  payable  to  the  worker's  family  on  the  basis  of  his  most  re- 
cent earnings.  This  results  in  unrealistically  high  social  security  benefits  since 
the  most  recent  earnings  can  be  expected  to  be  higher  than  earnings  averaged 
over  a  relatively  long  period.  Morever,  Mr.  Dorsett  assumes  that  the  maximum 
social  security  disability  family  benefit  would  be  $72  weekly — the  maximimi 
under  H.R.  6675  based  on  average  earnings  of  $5,600.  This  amount  will  not 
become  payable  until,  at  the  earliest,  1970 ;  even  then  it  could  be  payable  only  in 
cases  of  wwkers  who  are  disabled  when  they  are  no  older  than  31  and  who 
have  earned  $5,600  or  more  in  each  year  beginning  with  1966  and  up  until  the 
time  their  disabilities  occur.  (The  maximum  social  security  weekly  family 
benefit  payable  in  1965  under  H.R.  6675  will  be  $66.20.) 

In  the  table  updated  by  the  Social  Security  Administration  the  workmen's 
compensation  benefits  that  were  assumed  to  be  payable  were  those  that  would 
be  payable  for  permanent  total  disability.  Both  of  Mr.  Dorsett's  charts  use 
as  the  workmen's  compensation  benefit  the  maximum  workmen's  compensation 
benefit  payable  for  temporary  total  disability. 


1  Briefly  the  average  earnings  used  by  the  Social  Security  Administration  are  the  1963 
average  weekly  wages  in  employment  covered  by  unemployment  compensation.  Mr.  Dorsett 
used  the  July  1964  average  weekly  earnings  paid  to  employees  entitled  to  workmen's 
compensation.    The  amounts  differ  very  little. 
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With  respect  to  Mr.  Dorsett's  computation  of  the  workmen's  compensation 
benefit  amounts,  the  following  observations  seem  pertinent: 

1.  Workers  who  qualify  under  the  present  social  security  definition  are  much 
more  likely  to  be  receiving  workmen's  comx)ensation  based  on  permanent  and 
total  disability  than  on  temporary  total  disability ;  although  the  picture  would 
change  somewhat  if  H.R.  6675  is  enacted,  by  and  large  the  same  would  be  true 
after  enactment  of  H.R.  6675.  The  maximum  benefits  paid  for  permanent  and 
total  disability  are  lower  in  some  States  than  the  maximum  benefits  paid  for 
temporary  total  disability  (for  example,  under  the  Alaska  law,  the  maximum 
permanent  and  total  disability  benefit  is  $52.65  weekly ;  the  maximum  for  tempo- 
raiT  total  disability  is  $100  weekly) . 

2.  Although  Mr.  Dorsett  assumes  that  the  worker  would  be  receiving  maximum 
workmen's  compensation  benefits,  a  disabled  worker  with  average  earnings  at 
the  time  of  disability  would  be  entitled  to  workmen's  compensation  benefits  lower 
than  the  maximum  under  many  State  laws.  For  example,  Mr.  Dorsett  assumes 
that  a  worker  with  take-home  pay  of  $90  would  receive  an  Arizona  workmen's 
comi>ensation  benefit  of  $152.50 — much  higher  than  his  take-home  pay.  Actually, 
the  benefit  for  permanent  and  total  or  temporary  total  disability  under  the 
Arizona  law  amounts  to  65  percent  of  earnings.  The  earnings  for  Arizona  used 
in  the  social  security  table  is  about  $101  weekly.  We  are  not  sure  what  earnings 
would  be  reflected  by  the  take-home  pay  shown  in  Mr.  Dorsett's  charts ;  pre- 
sumably they  would  also  be  about  $101  weekly.  Thus,  the  worker  would  be  en- 
titled to  a  workmen's  compensation  benefit  of  about  $66  as  shown  in  the  Social 
Security  Administration  table,  and  not  $152.50  as  shown  in  Mr.  Dorsett's  charts. 
The  workmen's  compensation  benefit  shown  for  Hawaii  in  Mr.  Dorsett's  charts 
is  another  example.  Under  Hawaii  law,  total  disability  benefits  amount  to  66 
percent  of  earnings.  The  workmen's  compensation  benefit  based  on  the  average 
earnings  (less  than  $86)  should  be  $58  as  shown  in  the  Social  Security  Adminis- 
tration table.  Mr.  Dorsett's  charts  show  the  benefit  to  be  $75,  the  maximum  pay- 
able under  the  Hawaii  law  for  temporary  total  disability  and  for  permanent  total 
disability. 

There  are  a  number  of  points  that  should  be  made  with  respect  to  all  of  the 
tables — the  two  submitted  by  Mr.  J.  Dewey  Dorsett  on  behalf  of  the  American 
Insurance  Association  and  the  one  prepared  by  the  Social  Security  Administra- 
tion to  update  the  chamber  of  commerce  table. 

The  most  important  point  is  that  the  data  in  the  tables  apply  to  only  a  small 
fraction  of  1  jDercent  of  the  people  who  receive  either  workmen's  compensation  or 
social  security  disability  benefits.  This  is  true  for  the  following  reasons  : 

1.  There  is  but  a  very  small  overlap  between  workmen's  compensation  and 
social  security  benefits.  The  number  of  disabled  worker  beneficiaries  under  the 
social  security  program  who  are  also  receiving  workmen's  compensation  pay- 
ments represents  only  about  2  or,  at  the  most,  3  percent  of  all  workers  who  are 
receiving  social  security  disability  benefits.  The  reason  this  percentage  is  so 
small  is  that  the  disabled  workers  receiving  benefits  under  the  social  security  pro- 
gram are,  by  and  large,  those  whose  disabilities  are  not  only  total  but  also 
chronic  and,  in  addition,  not  work-related,  while,  on  the  other  hand,  the  dis- 
abled on  the  workmen's  comi)ensation  rolls  are  made  up  primarily  of  people  who 
either  have  total  disabilities  that  last  a  relatively  short  period  (about  98  percent 
less  than  6  months  and  therefore  unaffected  by  H.R.  6675)  or  have  disabilities 
which,  though  permanent,  are  only  partial  and,  in  any  case,  have  work-related 
disabilities.  (See  app.  A  and  B.)  The  attached  statement,  "Estimates  of  the 
Proportion  of  Workers  That  Are  Currently  Entitled  to  Social  Security  Disability 
Benefits  and  Workmen's  Compensation,"  gives  additional  information  on  the 
extent  of  the  social  security-workmen's  compensation  overlap. 

2.  The  data  in  the  tables  apply  only  to  disabled  workers  at  average  earnings, 
thus  taking  no  account  of  the  fact  that  about  one-half  of  the  workers  have  above- 
average  earnings.  Combined  social  security  benefits  and  workmen's  compensa- 
tion payments  would,  of  course,  represent  a  smaller  proportion  of  earnings  for 
workers  who  have  higher  than  average  earnings. 

3.  The  data  in  the  tables  are  based  on  the  assumption  that  the  disabled  worker 
iias  three  eligible  dependents  and  on  the  assumption  that  such  dependents  gen- 
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erally  remain  on  the  benefit  rolls  throughout  the  entire  period  of  the  worker's 
'     disablement.    ( Apps.  C  and  D  show  the  formulas  for  computing  the  benefits  shown 
'     in  the  tables.)    The  fact  is,  though,  that  many  disabled  persons  do  not  have  as 
many  as  three  eligible  dependents  and  that  dependents'  benefits  are  generally 
payable  under  social  security  (and  under  those  State  workmen's  compensation 
laws  which  provide  for  them)  only  while  the  worker's  children  (if  not  disabled) 
are  under  age  18  (age  22  under  H.R.  6675)  and  unmarried. 
:        The  data  in  the  tables  also  do  not  take  into  account  the  fact  that : 
I        1.  The  wages  of  workers  who  have  become  disabled  would  very  likely  have 
I     increased  (had  the  workers  not  become  disabled)  about  3  percent  per  year  on 
I     the  average,  even  if  no  allowance  is  made  for  the  possibility  that  the  workers 
would  have  advanced  into  better  paying  jobs  as  their  work  careers  progressed. 
The  calculations  in  the  table,  being  based  on  wages  prior  to  disability,  are  com- 
paring benefits  with  earnings  the  workers  had  in  the  past  and  not  with  earnings 
they  might  be  expected  to  have  currently  were  they  not  disabled. 

2.  No  social  security  disability  benefit  is  paid  in  the  first  6  months  of  dis- 
ablement, workmen's  compensation  laws  in  many  States  have  maximum  dollar  or 
duration  limits,  and  some  workmen's  compensation  laws  reduce  disability  bene- 
fits after  a  specified  duration.  The  computations  in  the  table  are  based  on  a 
single  month  in  which  both  workmen's  compensation  and  social  security  dis- 
ability benefits  happen  to  be  payable— a  month  in  which  the  worker's  benefits 
are  highest  under  both  programs.  Calculations  over  the  period  of  the  dis- 
ability would,  of  course,  show  much  different  results  with  respect  to  the  replace- 
ment of  prior  earnings  than  the  results  shown  on  the  tables.    (See  app.  E.) 

.3.  Many  workers,  had  they  continued  to  be  employed  rather  than  becoming 
disabled,  would  have  fringe  benefits.    In  suggesting  the  proportion  of  earnings 
that  combined  social  security  benefits  and  workmen's  compensation  would  re- 
place, the  tables  ignore  the  value  of  fringe  benefits. 
Attachments. 

Appendixes 

Appendix  A.  A  copy  of  a  tabulation  of  distribution  of  workmen's  compensation 
awards  for  1955-61  by  year  and  type.  ( Source  :  National  Council  on  Compensa- 
tion Insurance. )  This  material  shows  that  out  of  about  650,000  workmen's  com- 
l>ensation  awards  each  year  between  500  and  600  were  for  permanent  total  dis- 
ability (including  permanent  partial  disability  of  75  percent  or  more  of  total). 
Major  permanent  partial  awards  (25  to  75  percent  of  total)  amounted  to  between 
15,500  and  17.500.  with  temporary  total  awards  accounting  for  almost  three- 
fourths  of  the  total  number  of  awards. 

Appendix  B.  A  copy  of  a  tabulation  of  the  distribution  of  workmen's  compensa- 
tion temporary  total  awards  by  duration  of  disability.  ( Source :  Fratello, 
"Workmen's  Compensation  Injury  Table"  and  "Standard  Wage  Distribution 
Table."  in  Proceedings  of  the  Casualty  xlctuarial  Society,  vol.  42,  p.  140.)  This 
tabulation  shows  the  distribution  of  temporary  total  disability  awards  under  the 
State  workmen's  compensation  laws  in  1951  by  duration  of  disability.  Of  68,944 
awards,  only  842  had  disabilities  lasting  more  than  175  days. 

Appendix  C.  A  copy  of  a  tabulation  showing  benefit  rates  and  minimum  and 
maximum  benefits  for  permanent  and  total  disability  under  the  workmen's  com- 
pensation programs.  This  material  indicates  the  workmen's  compensation  dollar 
maximums  in  weekly  benefits  in  the  various  State  and  the  States  where  there 
were  limits  on  the  duration  or  total  benefit  payments  or  both.  ( Source :  Bull. 
No.  161.  revised  September  1964,  Department  of  Labor,  Bureau  of  Labor  Stand- 
ards, table  10. ) 

Appendix  D.  A  copy  of  a  similar  tabulation  showing  benefit  rates  and  mini- 
mum and  maximum  benefits  for  temporary  total  disability  under  the  workmen's 
compensation  programs.  (Source :  Bull.  No.  161,  revised  September  1964,  Depart- 
ment of  Labor,  Bureau  of  Labor  Standards,  table  7.) 

Appendix  E.  A  tabulation  of  estimated  illustrations  of  earnings  replacement 
by  workmen's  compensation  and  social  security  benefits  from  date  of  injury  to 
age  65. 
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Appendix  A 


Workmen' 


compensation  awards — States  and  District  of  GolumMa  ty  year 
and  type  ^ 


Permanent 

Major  4 

Minor  s 

Death 

and  total 

permanent 

permanent 

Temporary  total 

Total 

disability  3 

partial 

partial 

disability 

Policy 

disability 

disability 

year  2 

Num- 

Per- 

Num- 

Per- 

Num- 

Per- 

Num- 

Per- 

Num- 

Per- 

Num- 

Per- 

ber 

cent 

ber 

cent 

ber 

cent 

ber 

cent 

ber 

cent 

ber 

cent 

1955-56—- 

5, 196 

0.  79 

522 

0.08 

16, 675 

2.  55 

153, 427 

23. 42 

479, 242 

73.16 

655,  067 

100 

1956-57.... 

5, 312 

.80 

636 

.10 

16, 872 

2.  53 

163, 781 

24.  52 

481,320 

72.06 

667, 921 

100 

1957-58-... 

5, 336 

.82 

492 

.08 

15, 661 

2. 40 

162,  274 

24.89 

468, 138 

71.81 

651,  901 

100 

1958-59.... 

5,  070 

.78 

503 

.08 

16,515 

1.  53 

161,881 

24.  76 

469, 845 

71.86 

653, 814 

100 

1960-61.... 

5, 152 

.79 

603 

.09 

17,  463 

2. 67 

162,  616 

24.  89 

467,  593 

71.56 

653, 427 

100 

1955-59 

and 

1960-61-.- 

26,  066 

.79 

2,  756 

.08 

83, 186 

2.  53 

803,979 

24.  50 

2, 366, 138 

72.  09 

3, 282, 125 

100 

1  Because  in  some  cases  a  permanent  and  total  disability  may  be  classified  initially  as  temporary  total  and 
because  some  workers  entitled  to  workmen's  compensation  may  have  some  impairments  that  are  compen- 
sable and  some  that  are  not  compensable  under  workmen's  compensation,  a  small  proportion  of  the  workers 
whose  disabilities  are  classified  under  workmen's  compensation  as  permanent  partial  or  temporary  total 
mav  qualify  for  social  security  disability  payments. 

2  Policy  year  1959-60  omitted  because  summaries  for  that  year  have  not  been  made  available.  It  is  believed 
that  the  distribution  of  awards  in  1959-(50  does  not  differ  significantly  from  that  in  the  years  listed  above. 

3  Permanent  disabilities  rated  at  75  to  100  percent  of  total. 

*  "Major  permanent"  means  permanent  partial  disabilities  having  severity  equivalent  to  approximately 
25  to  75  percent  of  total. 

5  "Minor  permanent"  means  permanent  partial  disabilities  having  severity  equivalent  to  less  than  approx- 
imately 25  percent  of  total  disability. 
Source:  National  Council  on  Compensation  Insurance. 
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Workmen's  compensation  injury  tatle — Exhibit  E-VI 


Duration 
(days) 


(1) 


10. 
11- 
12. 
13- 
14- 
15. 
16- 
17- 
18. 
19- 
20- 
21- 
22- 
23- 
24- 
25- 
26- 
27- 
28- 
29- 
30- 
31- 
32- 
33_ 
34- 
35- 
36. 
37. 
38- 
39. 
40- 


Oommutation  columns 


Num- 
ber of 


(2) 


Summary 
of  col.  (2) 
upward 

(3) 


954) 
450) 
898) 
220) 
972) 
854) 
926 
Oil 
919 
968 
796 
495 
199 
357 
123 
067 
106 
961 
820 
648 
,365 
570 
627 
566 
528 


028 
403 
470 
407 
436 
378 
244 


282 
334 
258 
251 


68, 944 
62, 990 
57,  540 
52,  642 
48, 422 
44, 450 
41,  596 
38,  670 
36,  659 
34,  740 
32,  772 
30,  976 
29, 481 
28, 282 
25, 925 
24, 802 
23,  735 
22,  629 
21,  668 
20, 848 
20, 200 
18,  835 
18,  265 
17, 638 
17,  072 
16,  544 
16,  085 
15,  716 
14,  688 
14,  285 
13,815 
13,  408 
12, 972 
12,  594 
12, 350 
11,  664 
11,378 
11, 096 
10,  762 
10,  504 


Days'  disability 
lasting  col.  (1) 
and  over 

(4) 


1,  578,  486 
1,  509,  542 
1,446,  552 
1, 389,  012 
1, 336, 370 
1,  287, 948 
1,  243, 498 
1,  201, 902 
1, 163,  232 
1, 126,  573 
1,091,833 
1, 059,  061 
1,  028,  085 
998, 604 
970, 322 
944,397 
919,  595 
895,  660 
873, 231 
851,563 
830,  715 
810,  515 
791,  680 
773, 415 
755,  777 
738,  705 
722, 161 
706, 076 
690, 360 
675,  672 
661,387 
647,  572 
634, 164 
621, 192 
608,  598 
596, 248 
584,  584 
573,  206 
540, 844 
530,  591 


Duration 
(days) 


(1) 


41  

42  

43  to  49  

50  to  56  

57  to  63  

64  to  70  

71  to  77  

78  to  84  

85  to  91  

92  to  98  

99  to  105  

106  to  112  

113  to  119  

120  to  126  

127  to  133-.._ 
134  to  140..- 
141  to  147...- 
148  to  154-- 

155  to  161  

162  to  168  

169  to  175  

176  to  182  

183  to  189  

190  to  196..- 
197  to  203— 
204  to  210-..- 
211  to  217..- 
218  to  224.... 
225  to  231...- 
232  to  266...- 
267  to  301...- 
302  to  336...- 
337  to  371..- 
372  to  406—. 
407  to  441.... 
442  to  476...- 
477  to  511...- 
512  to  581-..- 
582  to  651...- 
652  and  over. 


Temporary  total  disability 


Niun- 
ber  of 


(2) 


205 
714 
1,861 
1,552 
1,134 
779 
555 
500 
355 
344 
262 
207 
176 
148 
130 
120 
103 
80 
70 
64 
52 
61 
46 
55 
38 
42 
33 
44 
23 
121 
67 
54 
50 
22 
19 
24 
24 
24 
27 


Summary 
of  col.  (2) 
upward 

(3) 


10, 253 
10, 048 
9,334 
7, 473 
5,921 
4,  787 
4,  008 
3,453 
2,  953 
2,  598 
2,  254 
1,992 
1,785 
1,609 
1,461 
1,331 
1,211 
1,108 
1,028 
958 
894 
842 
781 
735 
680 
642 
600 
567 
523 
500 
379 
312 
258 
208 
186 
167 
143 
119 
95 


Days'  disability 
lasting  col.  (1) 
and  over 

(4) 


562, 110 
551, 348 
520,  543-468, 411 
460,  484-418, 447 
412,  009-378,  857 
373,  760-346,  549 
342, 306-319,  261 
315,  670-295, 839 
292,  700-275,  658 
272,  963-258,  018 
255,  652-242,  639 
240,  572-228, 992 
227, 137-216,  759 
215, 091-205,  708 
204, 197-195,  681 
194,311-186,481 
185,  212-178, 117 
176,  974-170, 487 
169, 434-163, 393 
162, 410-156,  753 
155,  830-150,  537 
149,  669-144,  710 
143, 906-139, 313 
138, 566-134,  241 
133,  541-129,  526 
128,  875-125, 107 
124,  490-120,  9.33 
120,  348-117,  037 
116,501-113, 403 
112,  897-  98,  060 
97,  675-  86, 058 
85,  742-  75, 896 
75,  632-  67,  626 
67, 414-  60,  679 
60,  491-  34,380 
54,  211-  48,  903 
48,  760-  44,  264 
44, 144-  36,  693 
36,  597-  31, 127 
31,  059- 
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Appendix  D 
Temporary  Total  Disability 


The  great  majority  of  cases  for  which  cash  benefits  are  paid  involve  tem- 
porary total  disability ;  that  is,  the  employee  is  unable  to  work  at  all  while  he 
is  recovering  from  the  injury,  but  he  is  expected  to  recover  fully.  The  disability 
ends  with  the  recovery  of  the  injured  person  and  his  return  to  work.  Table  7, 
relating  to  benefits  for  such  disability,  shows  the  maximum  percentage  of  wages 
used  in  computing  benefits,  and  the  maximum  period  for  which  benefits  are  paid. 
It  shows  also  the  minimum  and  maximum  payments  per  week,  as  well  as  the 
total  maximum  amounts  where  these  are  expressly  stated  in  the  laws. 

The  amount  of  benefits  in  most  of  these  laws  is  based  on  a  percentage  of  the 
worker's  wages,  usually  60,  65,  or  66%  percent.  As  to  monetary  amounts,  these 
are  increased  in  many  States  every  legislative  session.  For  instance,  in  1963,  22 
States  raised  benefits  for  temporary  total  disability. 

As  of  September  1957,  12  laws  provided  for  maximum  payments  of  $50  or  over 
(including  dependents'  allowances)  ;  by  April  1960  this  number  had  grown  to 
19;  and  by  September  1964  to  26 — the  two  Federal  laws  and  the  following 
jurisdictions : 


Alaska 

Arizona 

California 

Connecticut 

Delaware 

District  of  Columbia 

Hawaii 

Idaho 


Illinois 
Iowa 

Massachusetts 
Michigan 
Montana 
Nevada 
New  York 
North  Dakota 


Ohio 

Oregon 

Rhode  Island 

Utah 

Vermont 

Washington 

Wisconsin 

Wyoming 


Table  7. — Minimum  and  maximum  'benefits  for  temporary  total  disabiUty 


State 


Maximum 
percentage 
of  wages 


Maximum  period 


Payments  per  week 


Miaimtun 


Maximum 


Total 
maximum 
stated  in 
law 


Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Colum 

bia  

Florida  

Georgia  

*■  ' 

Hawaii  

Idaho  


Illinois. 


55-65 

65 

65 


65 

61M 
66M 


66^ 


60 


66% 
1  55-60 


65-80 


300  weeks. 


Duration  of  dis- 
ability. 

433  weeks  


450  weeks  

240  weeks  

Duration  of  dis- 
ability. 
 do  


Duration  of  dis- 
ability. 

 do  

350  weeks  


400  weeks . 


Duration  of  dis- 
ability. 

400  weeks  :i  there- 
after $15  per 
week  ($18  if  de- 
pendent wife) 
plus  $4  to  $15 
for  children,  for 
duration  of  dis- 
ability. 

Duration  of  dis- 
ability until 
equivalent  of 
death  benefit  is 
paid,  except  in 
specific  injury 
cases  limited  to 
64  weeks. 


$15,  or  average 

wage  if  less. 
.$25,  or  average 

wage  if  less. 
$30  if  worker  is  21 

years  of  age  or 

over. 

$7  

$25  

$10  


$20_ 


$25,  or  actual 
wage  if  less. 

$18,  or  average 
wage  if  less. 

$8,  or  actual 
wage  if  less. 

$12,  or  actual 
wage  If  less. 

$18,  or  average 
wage  if  less. 

$15  ($18  if  depend- 
ent wife)  to  $33.1 


$31.50  to  $49 


$38  

SlOO  

$150,  plus  .$2.30  for 
total  depend- 
ents. 

$35  

$70  

$43.75  3  

55  percent  of 
State's  average 
production 
wage.  4 

$50  

$70  

$42  

$37  

$75  

$32  to  $52  1  (see 
col.  3). 


$20,000. 


$12,500. 
(3). 


$24,000. 


$12,500. 
$25,000. 


$51  to  $61 


$13,500- 
$17,.500.l 


See  footnotes  at  end  of  table,  p.  914, 
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Table  7. — Minimum  and  maximum  benefits  for  temporary  total  disability — Con. 


state 


Maximum 
percentage 
of  wages 


Maximum  period 


Payments  per  week 


Minimum 


Maximum 


Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts 


Michigan.- 
Minnesota. 
Mississippi 
Missouri.. 

.Montana-- 
Nebraska.. 


Nevada  

New  Hamnshire. 


66^3^ 
65 

662^ 
66% 


50-66M 


65-90 
662-^ 


New  Jersey  

New  Mexico..., 

New  York  

North  Carolina 
North  Dakota- 


Ohio  

Oklahoma  

Oregon  

Psrmsylvania. 

Puerto  Rico.. 
Rhode  Island. 


66^ 
66^ 
60-75 


500  weeks  

300  weeks  

415  weeks  

425  weeks  5  

300  weeks  

500  weeks  

208  weeks  

Duration  of  dis 
ability. 


500  weeks  

350  weeks  

450  weeks  

400  weeks  

300  weeks  

300  weeks  5;  there- 
after 45  percent 
of  wages,  maxi- 
mum $32. 


433  weeks  

312  weeks;  there- 
after annual  ex- 
tensions in  the 
discretion  of  the 
labor  commis- 
sioner. 

300  weeks  

500  weeks  

Duration  of  dis- 
ability. 

400  weeks  i  

Duration  of  dis- 
ability. 


-do.. 


300  weeks;  may 
be  extended  to 
500  weeks. 

Duration  of  dis- 
ability. 

 do.:  


312  weeks  

Duration  of  dis- 
ability.!'^ 


$18 

$18,  or  actual 
wage  if  less. 
$7  


25  percent  of  85 
percent  of  the 
State's  average 
weekly  wage. 

$10,  or  actual 
wage  if  less. 

$18  

$18  or  actual 
wage  if  less. 

$20,  or  average 
wage  if  less,  but 
not  less  than  $10 
if  normal  work- 
ing hours  are  15 
or  more. 


$18  to  $28  1  

$17.50  

$10  

$16,  or  actual 
wage  if  less. 

$25.50  

$26,  or  actual 
wage  if  less, 
first  300  weeks 
thereafter  $22, 
or  actual  wage 
if  less. 
No  statutory 
minimum. 
$15,  or  average 
vv^age  if  less. 


$10  

$24,  or  actual 
wage  if  less. 

$20,  or  actual 
wage  if  less. 

$10  

$15,  plus  $3  for 
each  dependent 
child  under  18, 
or  those  over  18 
incapable  of 
self-support. 

$25,  or  actual 

wage  if  less. 


$42  

$34  to  $50  1  

$42  

55  percent  of  85 
percent  of  the 
State's  average 
weekly  wage. 
$35  

$42  

$48  

$53,  plus  $6  for 
each  total  de- 
pendent. Aggre 
gate  shall  not 
exceed  the 
average  weekly 
wage  of  the 
employee. 

$33  to  $57  1  

$45  

$35  

$47.50  

$20  to  $50  1  

$40  (see  col.  3)  


$45  to  $62.31  1. 
$45  


$15,  or  actual 
wage  if  less. 

$30,  or  actual 
wage  if  less. 
$27.50,  or  90  per- 
cent of  actual 
wage  if  less,  but 
in  no  event  less 
less  than  $20. 

$8  

$17  if  worker  is 
receiving  bene- 
fits under  the 
State  temporary 
disability  in- 
surance act;  $22 
if  worker  is  not 
receiving  bene- 
fits under  the 
State  temporary 
disability  in-   '  | 
surance  act.  I 
1 


$45  

$38  

$55  

$37.50  

$45  to  $60  1. 


$56  for  the  1st  12 
weeks;  there- 
after $49. 

$37.50  

$32.31  to  $66.92  i... 
$47.50  

$35  

$40  if  worker  is 
receiving  bene- 
fits under  the 
State  temporary 
disability  in- 
surance act;  §45 
to  $57  1  if 
worker  is  not 
receiving  bene- 
fits under  the 
State  temporary 
disabiUty  in- 
surance act. 


See  footnotes  at  end  of  table,  p.  914. 
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SOCIAL  SECURITY 
. — Minimum  and  maximum  benefits  for  temporary  total  disa'bility — Con. 


Maximum 
percentage 
of  wages 


Maximum  period 


Payments  per  week 


Minimum 


Maximum 


65 


60 


1  66^-75 


500  weeks  

312  weeks  

300  weeks  

401  weeks  

312  weeks  

330  weeks  i  

500  weeks  

Duration  of  disa 

ability. 

208  weeks  

Duration  of  disa 

bility. 
 do  

 do  

 do  


S5  

$20  or  average 

wage  if  less. 
$15  or  average 

wage  if  less,  but 

in  no  event  less 

than  $12. 

$9 

$25  to  $39.25,1  or 
actual  wage  if 
less. 

$20  plus  $2.50  for 
each  dependent 
child  under  21, 
or  average  wage 
if  less. 

$14  

Same  as  maxi- 
mum. 

$22 

$8.75  

$30  to  $46.15  1  

$41.54,  or  actual 

wage  if  less. 
$18  or  average 

wage  if  less. 


$35  

$38  

$36  

$35  

$40  to  $54. 2£ 


$30,  plus  $2.50  for 
each  dependent 
child  under  21. 


$39 

$38'68"to"$7i"5'4  i; 

$38  

$64  

$40.38  to  $601-.. 

$121. 15  

$70  


1  According  to  number  of  dependents.  In  Idaho,  Oregon,  Washington,  and  Wyoming,  according  to 
marital  status  and  number  of  dependents.  In  Illinois,  according  to  number  of  dependent  children  under 
16,  or  under  18  when  not  emancipated. 

3  The  California  law  provides  for  65  percent  of  95  percent  of  actual  earnings,  or  61^  percent. 

8  Colorado:  If  periodic  disability  benefits  are  payable  to  the  worker  under  the  Federal  OASDI,  the 
workmen's  compensation  weekly  benefits  shall  be  reduced  (but  not  below  zero)  by  an  amount  approximat- 
ing li  such  Federal  benefits  for  such  week.  If  disability  benefits  are  payable  under  an  employer  pension 
plan,  the  workmen's  compensation  benefits  shall  be  reduced  in  an  amoimt  proportional  to  the  employer's 
percentage  of  total  contributions  to  the  plan.  Colorado  does  not  limit  total  maximum  for  disability  from 
accidental  injury,  except  that  if  payable  in  Imnp  sum,  maximum  is  $13,650;  in  case  of  occupational  diseases 
the  maximum  is  $13,693.75. 

4  Connecticut:  Beginning  October  1963,  the  maximum  amoimted  to  $57  a  week. 

5  In  case  total  disabiUty  begins  after  a  period  of  partial  disability,  the  period  of  partial  disability  shall  be 
deducted  from  the  specified  period  for  temporary  total. 

8  Massachusetts:  Maximum  $18,000  for  temporary  total  and  permanent  partial  disability. 

7  Michigan:  Total  maximum  may  not  exceed  500  times  total  weekly  amount  payable. 

8  New  Jersey:  Benefits  are  set  in  accordance  with  a  "wage  and  compensation  schedule."  Under  this 
schedule,  the  66^  percent  level  is  adhered  to  fairly  closely  for  workers  earning  wages  of  $45  a  week  or  less. 
For  workers  who  earn  more,  the  schedule  specifies  benefits  which  are  less  than  66^  percent.  For  instance , 
a  worker  earning  $60  a  week  is  entitled  to  a  compensation  benefit  of  $36,  or  60  percent. 

«  North  Carloina:  The  400  weeks  and  $12,000  do  not  apply  in  cases  of  permanent  total  disability  resulting 
from  an  injury  to  the  brain  or  spinal  cord  or  from  loss  of  mental  capacity  caused  by  an  injury  to  the  brain 

10  Rhode  Island:  After  1,000  weeks,  or  after  $16,000  has  been  paid,  payments  to  be  made  from  second- 
injury  fund  for  period  of  disability.  The  allowance  of  up  to  $12  a  week  for  dependent  children  is  also 
payable  from  this  fund. 


Rhode  Island  is  included  on  the  above  list,  but  the  maximum  of  $57  is  payable 
only  if  the  worker  is  not  receiving  benefits  under  the  State  temporary  disability 
insurance  law ;  otherwise  the  maximum  is  $40.  Ohio  pays  a  maximum  of  $56 
for  the  first  12  weeks,  but  drops  to  $49  thereafter. 

Under  13  laws,  the  maximums  range  from  $40  to  under  $50 ;  while  the  remain- 
ing 15  still  set  maximums  of  under  $40  a  week. 

Most  of  the  laws  limit  the  period  during  which  temporary  total  benefits  may 
be  paid ;  this  ranges  from  208  to  500  weeks.  There  is  a  growing  trend,  however, 
toward  paying  benefits  for  the  entire  period  of  disability  with  no  limitation  on 
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the  amount,  and  the  following  13  States  as  well  as  the  Federal  Employees'  Act 
now  contain  such  provisions : 

Colorado  (however,  compensation  for   North  Dakota 
occupational  diseases  limited  to  $13,-  Oregon 
693.75  Pennsylvania 

Connecticut  Rhode  Island 

Delaware  Washington 

Idaho  Wisconsin 

Nebraska  Wyoming 

New  Hampshire  (after  the  first  312 
weeks,  annual  extensions  may  be  au- 
thorized) 

Seven  other  laws,  those  of  Alaska,  the  District  of  Columbia,  Hawaii,  Massa- 
chusetts, New  York,  Ohio,  and  the  Longshoremen's  Act  specify  payments  of 
benefits  for  the  entire  period  of  disability,  but  set  a  maximum  monetary 
limitation. 

Injured  persons  who  are  compensated  for  temporary  total  disability  may 
receive  additional  benefits  for  dependent  children  in  16  States. 

Appendix  E 

Estimated  Illustrations  of  Earnings  Replacement  by  Workmen's  Compen- 
sation AND  Social  Security  Benefits  From  Date  of  Injury  to  Age  65,  by 
State 

The  following  tabulations  illustrate  the  earnings  replacement  provided  by 
benefits  payable  concurrently  under  workmen's  compensation  and  the  social 
security  disability  insurance  program  on  a  State-by- State  basis  from  the  date  of 
injury  to  age  65,  for  workers  with  and  without  dependents,  assuming  average 
earnings  in  the  State,  below  average  earnings,  and  above  average  earnings. 

Generally,  as  these  tabulations  shov/,  workers  with  lower  than  average  earn- 
ings are  likely  to  receive  a  larger  earnings  replacement  than  those  with  average 
or  higher  than  average  earnings.  The  reason  is  that  the  benefits  payable  under 
the  social  security  disability  provisions  are  weighted  to  favor  workers  with  low 
earnings,  and  workmen's  compensation  provisions  accomplish  the  same  result 
through  benefit  maximums  and  minimums  and  limitations  on  the  duration  and 
amounts  payable.  Social  security  and  certain  workmen's  compensation  laws  also 
provide  dependents'  benefits  for  wives  and  minor  children ;  these  benefits  may 
terminate  when  the  children  reach  a  specified  age — age  18  for  social  security 
and  some  workmen's  compensation  beneficiaries. 

The  tabulation  shown  below  understate  the  earnings  that  the  workers  would 
have  received  to  age  65  had  he  not  been  disabled  by  not  allowing  for  the  in- 
creases in  earnings  that  they  might  reasonably  be  expected  to  have  had  over  the 
period  of  disability.  A  3-percent  annual  increase  in  earnings,  for  example,  would 
result  in  total  earnings  over  a  15-year  period  about  one-fourth  higher  than  the 
figure  shown  in  the  tabulation.  In  addition  social  security  benefits  were  com- 
puted on  the  basis  of  last  rather  than  average  earnings  and  this  also  tends  to 
overstate  the  replacement.  Offsetting  this  in  part,  the  tabulations  do  not  take 
into  account  the  7-percent  increase  in  benefits  proposed  in  H.R.  6675  nor  any 
future  increases  in  social  security  benefits  that  would  be  likely  to  be  provided 
during  the  period  of  disability.  (Periodic  benefits  under  workmen's  compensa- 
tion are  not  generally  raised  for  persons  on  the  rolls.)  If  these  benefit  increases 
are  taken  into  account  there  would  be  about  15-percent  increase  in  the  worker's 
social  security  benefits  over  the  same  15-year  period.  On  balance,  therefore,  on 
realistic  assumptions,  the  tabulation  significantly  overstates  the  replacement 
value  provided  over  the  workers  period  of  disability  by  benefits  under  both 
programs. 

Nevertheless,  the  calculations  shown  in  the  tables  are  indicative  of  degree 
to  which  the  benefits  replace  earnings  over  the  period  of  the  disability.  On  a 
nationwide  basis,  for  a  worker  disabled  at  age  50,  without  dependents  and  with 
average  earnings,  the  ratio  of  combined  benefits  to  earnings  from  disability  to 
age  65  ranges  from  less  than  50  percent  in  the  least  favorable  States  to  a  maxi- 
mum of  about  99  percent  in  the  State  with  highest  workmen's  compensation 
benefits. 

In  19  States  the  replacement  ratio  of  the  combined  benefits  exceeds  66?^, 
percent  of  assumed  earnings  at  a  time  of  disablement. 
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For  a  worker  disabled  at  age  50,  without  dependents  and  with  low  earnings 
(25  percent  less  than  average),  the  replacement  ratio  ranges  from  less  than  60 
percent  to  about  104  percent.  In  five  States  and  the  District  of  Columbia  the 
ratios  would  exceed  100  percent.  In  18  States,  the  replacement  ratio  would 
be  less  than  66%  percent.  Conversely,  for  such  a  worker  with  wages  25  percent 
higher  than  average  the  total  benefits  under  both  programs  payable  between 
the  date  of  disability  and  age  65,  the  ratio  ranges  from  less  than  40  percent 
to  about  94  percent  of  expected  earnings.  In  25  States  total  benefits  would 
amount  to  less  than  one-half  expected  earnings.  In  six  States  and  the  District 
of  Columbia  benefits  would  replace  more  than  two-thirds  of  earnings. 

For  a  worker  disabled  at  age  40,  with  a  wife  and  child  aged  8,  benefits  under 
both  programs  would  replace  a  larger  proportion  of  earnings.  In  the  case  of 
a  worker  with  average  earnings,  the  replacement  would  range  from  about  51 
percent  to  about  113  percent  of  earnings. 


Worker  disabled  at  age  50  ;  no  dependents ;  low  earnings ;  ^  no  increase  in  earnings 

or  benefits  levels 


Total 

17'        1T1  era 

w^orkmen  s 

Total 

Total 

fn  fi'i  nt 
tu  00  <X\j 

compensa- 

social 

com.b  ined 

average 

replace- 

tion to 

oCvLil  It  J/ 

ment 

age  65 

to  age  65 

lu  age  00 

of  dis- 

aDiement 



$17,  460 

S47  081 

65  1 

41  067 

22  860 

63  927 

87,'  968 

72.  7 

38  048 

19  980 

58  028 

Oo,  ooy 

99  1 

A  TlrQTiCQC 

12  500 

16  020 

28  520 

71  4 

vvdiiiui  iiid    

39  978 

21  420 

61 ' 398 

65  653 

93  5 

31  395 

19  440 

UU,  00\J 

clU,  k)\JO 

90  0 

36  504 

20*  520 

57  024 

60  840 

93.  7 

21  060 

fin  ofin 

DU,  UUU 

63  7'^6 

94  ' 

38  376 

19'  800 

58  176 

57'  564 

101.  1 

Florida 

2%  749 

\%  000 

47^  749 

49'  577 

96.  3 

VJTKT'UI  ^id  

10  000 

17  280 

27  280 

45'  833 

59.  5 

32  963 

18  000 

50'  963 

49'  452 

103. 1 

Idaho 

15  760 

18*  180 

33'  940 

5o!  443 

67.  3 

Illinois 

39  780 

21'  060 

60'  840 

63*  500 

95.  8 

15  000 

20  160 

35  160 

fio  no*; 

uu,  uuo 

58.  6 

Iowa  

io,  ouu 

18  720 

37  220 

59  ggo 

70  8 

Jvansas 

1  K  77n 

18  900 

34  670 

53  446 

64  9 

15  300 

18  180 

33'  480 

50*  fiOfi 

K)\J^  UUU 

66.  2 

Louisiana  

14  000 

18  360 

32  360 

51  496 

62  8 

jVIainc 

19  500 

17  460 

OU,  aUU 

46  831 

78.  9 

18  720 

48  720 

53  056 

91  8 

Massachusetts 

36,  348 

19!  080 

Soi  428 

54^  538 

10L6 

Michigan 

25,  740 

21,  780 

47,  520 

67,  033 

70.9 

Minnesota. 

25,  623 

19,  440 

45.  063 

56,  215 

80.2 

Mississippi.  _            _              .  .  _ 

12,  500 

16,  020 

28,  520 

40.  599 

70.2 

Missouri.           .   .  _ 

25,  950 

19,  440 

45,  390 

56,  051 

81.0 

Montana.. 

14,  500 

18,  540 

33,  040 

52,  010 

63.5 

Nebraska.  .              _      .     _  . 

24,  300 

18,  360 

42,  660 

51. 355 

83.1 

Nevada             .             .     .  . 

29,  250 

21,  600 

50, 850 

65,  941 

77.1 

New  Hampshire.  .  _  _ 

14, 019 

17,  640 

31,  659 

48, 103 

65.8 

New  Jersey           .                      .  . 

20,  250 

20, 880 

41, 130 

62,  774 

65.5 

New  Mexico         .  .  _ 

19,  000 

18,  900 

37, 900 

53,  820 

70.4 

New  York  

42, 182 

20, 880 

63,  062 

63.  281 

99.7 

North  Carolina  

10,  000 

16,  560 

26,  560 

43,  111 

61.6 

North  Dakota                .  .  .   

32.  760 

17,  820 

50,  580 

48,  649 

104.0 

Ohio    

38,  220 

20,  700 

58.  920 

62,  517 

94.2 

Oklahoma.          .         .  _ 

15,  000 

18,  540 

33,  540 

52,  096 

64.4 

Oregon  .                                .    .  _ 

22,  503 

19,  440 

41,  943 

56, 386 

74.4 

Pennsylvania   _. 

37.  050 

19,  260 

56, 310 

55,  676 

101.1 

Rhode  Island    

29,  632 

18,  000 

47,  632 

49, 382 

96.5 

South  Carolina.  

10,  000 

16, 380 

26,  380 

41,  933 

62.9 

South  Dakota      . 

12,  000 

18, 180 

30, 180 

50,  708 

59.5 

Tennessee.                                   .  ... 

12,  500 

17,  460 

29,  960 

47, 151 

63.5 

Texas                                               _  . 

14,  035 

18,  540 

32,  755 

52,  510 

62.4 

Utah    

26, 302 

18,  900 

45,  202 

53, 867 

83.9 

Vermont             .    .  

11, 880 

17, 820 

29.  700 

48, 337 

61.4 

Virginia...    .   

14, 000 

17,  640 

31;  640 

47,  603 

66.  5 

Washington  

29,  702 

20,  520 

50,  222 

61, 682 

81.4 

West  Virginia..-  

29,  640 

19,  440 

49, 080 

56, 488 

86.9 

Wisconsin  .  .          .  ._      .  .    _.  _ 

40.  716 

19,  800 

60,  516 

58, 165 

104.0 

Wyoming..   .........     .          .  . 

12,  000 

18,  540 

30,  540 

51,917 

58.8 

1  The  amount  shown  as  "average  earnings"  is  the  average  weekly  wage  in  the  State  in  employment  covered 
hy  unemployment  insurance  during  the  12-month  period  ending  Sept.  30,  1962-  High  earnings  means  earn- 
ings 25  percent  higher  than  the  average  for  the  State;  low  earnings  means  earnmgs  25  percent  lower  than  the 
average  for  the  State.  ,  , 

2  State's  average  weekly  production  wage  was  used  to  compute  maximum  payments  under  workmen  s 
compensation. 
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WorJier  disaMed  at  age  50;  no  dependents ;  high  earjiings no  increase  in 
earnings  or  Itenefit  levels 


Total 

Earnings 

workmen's 

Total 

Total 

to  65  at 

Percent 

states 

compensa- 

social 

combined 

average 

replace- 

tion to 

security 

benefits 

at  time 

ment 

age  65 

to  age  65 

to  age  65 

of  dis- 

ablement 

Alabama--   

$13. 200 

$22.  860 

$36, 060 

$78, 819. 00 

45.8 

Alaska.  -   

41. 067 

22,  860 

63,  927 

146, 608. 80 

43.6 

Arizona-      .    _ 

63.422 

22, 860 

86.  282 

97,  570. 20 

88.4 

Arkansas-  _ 

12,  500 

21,  600 

34, 100 

66,  557. 40 

51.2 

CaUfomia- 

40,  950 

22. 860 

63.  810 

109. 418. 40 

58.3 

Colorado-  .  -  _ 

31, 395 

22, 860 

54.  255 

94, 169. 40 

57.  6 

Connecticut  2            .       --  _ 

40,  560 

22, 860 

63, 420 

101, 400.  00 

62.  5 

Delaware- 

39,  000 

22,  860 

61,  860 

106,  204.  80 

58.2 

District  of  Coliinibia 

54,  600 

22, 860 

77,460 

95,  940.  00 

80.  7 

Florida  .  -   

32,  760 

22, 860 

55,  620 

82,  633. 20 

67.3 

Georgia  

10, 000 

22. 860 

32,  680 

76, 385.40 

42.8 

Hawaii  _ 

54,935 

22. 860 

77,  795 

82,414.  80 

94.4 

Idaho                    -                       -  - 

15, 760 

22, 860 

38,  620 

84.  076.  20 

45.9 

Illinois 

39. 780 

22, 860 

62,  640 

105, 830. 40 

59.2 

Indiana  ... 

15. 000 

22,860 

37, 860 

100,  003.  80 

37.9 

Iowa-  - 

18,  500 

22,860 

41,  360 

87,  633.  00 

47. 2 

Kansas 

15, 770 

22, 860 

38,  630 

89.  076.  00 

43.4 

Kentuckv. 

15, 300 

22,860 

38, 160 

84, 341. 40 

45.2 

Louisiana 

14, 000 

22, 860 

36, 860 

85, 823. 40 

42.9 

Maine... 

19,  500 

22, 860 

42,  360 

78, 046. 80 

54.3 

Maryland                             _  .  .  _ 

30, 000 

22,  860 

52.  860 

88, 420. 80 

59. 8 

Massachusetts... 

39, 000 

22,  860 

61, 860 

90,  893. 40 

68. 1 

Michisan  

25, 740 

22. 860 

48,  600 

111,  719. 40 

43.  5 

Minnesota                             ...  .  . 

23.  955 

22, 860 

46,  815 

93.  685.  80 

50.  0 

^vlississippi           -  -               _  . 

12,  500 

21,  960 

34. 460 

67,  665.  00 

50.  9 

Missouri.  .     

25.  950 

22.  860 

48. 810 

93,  412.  80 

52.3 

Montana  .  ...  ._. 

14,  500 

22.  860 

37.  360 

86,  689.  20 

43. 1 

Nebraska  ...      

24,  300 

22.  860 

47, 160 

85.  597.  20 

55. 1 

Nevada  ...     .       .  .  .  

29,  250 

22.  860 

.i2, 110 

109.  902.  00 

47.  4 

New  Hampshire   ... 

14, 322 

22,  860 

37, 182 

80, 176.  20 

46.  4 

New  Jersey.  ..   

20, 250 

22,  860 

43. 110 

104,  621.  40 

41.2 

New  Mexico  ... 

19,  000 

22,  860 

41,  860 

89,  700.  00 

46.7 

New  York   .   

42,  900 

22,  860 

65,  760 

105,  463.  80 

62.  4 

North  Carolina                    .  .  

10,  000 

22,  860 

32,  860 

71, 845.  80 

45.  7 

North  Dakota    .. 

32,  760 

22,  860 

55,  620 

81,  081.  00 

68.  6 

Ohio..                   -    —     -  .     ....  .. 

38,  220 

22,  860 

61,  080 

104, 192.  40 

58.  6 

Oklahoma  ..  

15,  000 

22. 860 

37,  860 

86,  821.  80 

43.  6 

Oregon   .  

22,  503 

22,  860 

45,  390 

93,  974.  40 

48.  3 

Pennsvlvania   . 

37,  050 

22,  860 

59,  910 

92,  788.  80 

64.6 

Rhode  Island  .  .  . 

31,  200 

22,  860 

54,  060 

82.  297.  80 

65.  7 

South  Carolina  .... 

10,  000 

22.  320 

32,  320 

69, 888.  00 

46.  2 

South  Dakota.  .    

12,000 

22,  860 

34. 860 

84.  513.  00 

41.7 

22  860 

Ou,  OUVJ 

( 0, 000, 

45  0 

Texas  

14,  035 

22, 860 

36,  895 

87.  516.  00 

42^2 

rtah  

30, 420 

22.  860 

53,  280 

89,  778.  00 

59.3 

Vermont  .. 

11. 880 

22,  860 

34,  740 

80,  558.  40 

43.1 

Virginia                        ..   . 

14,000 

22,  860 

36,  860 

79,  333.  80 

46.5 

Washington  ...  .....  ...... 

29.  702 

22,  860 

52,  562 

102, 804.  00 

51.1 

West  Virginia...  .   

29.  640 

22.  860 

52,  500 

94, 146.  00 

55.8 

Wisconsin...   ..  ...      ..  . 

46.  800 

22.  860 

69,  660 

96,  946.  20 

71.9 

Wyoming  .... 

12,000 

22.  860 

34,  860 

86.  533.  20 

40.3 

1  The  amount  shown  as  "average  earnings"  is  the  average  weekly  wage  in  the  State  in  employment  covered 
by  unemployment  insurance  during  the  12-nionth  period  ending  Sept.  30,  19P2:  High  earnings  means  earn- 
ings 25  percent  higher  than  the  average  for  the  State;  low  earnings  means  earnings  25  percent  lower  than  the 
average  for  the  State. 

-  State's  average  weekly  production  wage  was  used  to  compute  maximmn  payments  under  workmen's 
compensation. 
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Wo7^ker  disaMed  at  age  40;  wife  and  child  age  8;  average  earnings;  ^  no  increase 
in  earnings  or  benefit  levels 


Total 

Earnings 

workmen's 

Total 

Total 

to  65  at 

Percent 

states 

compensa- 

social 

combined 

average 

replace- 

tion to 

security 

benefits 

at  time 

ment 

age  65 

to  age  65 

to  age  65 

of  dis- 

ablement 

Alabama^,  -  

$13, 200 



$48,  720 

$61, 920 

$104, 624 

59.2 

Alaska    __  ______ 

68,  445 

53,  340 

121, 785 

195, 481 

62.3 

Arizona..    -  .  -     „  _   

84,  565 

53,  340 

137, 905 

130, 091 

106.0 

Arkansas      -     _  _  _  _     

12,  500 

44, 100 

56,  600 

88,  738 

63.8 

68,  250 

53,  340 

121,  590 

145,  886 

83.3 

Colorado. _     -  _  _______ 

52,  325 

53,  340 

105,  665 

125,  554 

84.2 

Connecticut-      _  -   

2  67,  600 

53,  340 

120, 940 

135,  200 

89.  5 

Delaware  .  - 

65,  000 

53,  340 

118,  340 

141,  609 

8;3. 6 

District  of  Columbia. .  —     _  —  _ 

85,  267 

53,  340 

138,  607 

127, 920 

108.  4 

Florida.-  ______ 

54,  600 

50,  400 

105, 000 

110, 175 

95.3 

Georgia.   ________ 

10,  000 

47,  880 

57, 880 

101,  842 

66.8 

73,  255 

50,  400 

123,  655 

109,  889 

112.  5 

Idaho                 -  ---_-   

28,  780 

50,  820 

79,  600 

112, 099 

71.0 

68,  016 

53,  340 

121, 356 

141, 102 

86.  0 

Indiana-  -  _-  __.___ 

15,  000 

53, 340 

68,  340 

133,  341 

51.3 

Iowa  --___  -     -     -  — 

18,  500 

52,  080 

70,  580 

116,  844 

60.4 

Kansas                        _                 __  — _ 

15,  770 

52,  920 

68,  690 

118,  768 

57.8 

Kentucky-  __   

15,  300 

50,  820 

66, 120 

112,  450 

58.8 

Louisiana  _  

14,  000 

48,  300 

62, 300 

104,  065 

59.9 

Maine-.-   

19,  500 

48,  300 

67,800 

104,  065 

65.2 

Maryland.  _         -  -   

30,  000 

52,  500 

82,  500 

117,  897 

70.0 

Massachusetts.. _     _  _   __     _  _. 

75,  920 

53,  340 

129, 260 

121, 186 

106.  7 

Michigan                        _  .  .  _   

48,  464 

53,  340 

101,  804 

148, 954 

68.3 

Minnesota   

30,  223 

63,  340 

83, 563 

124, 917 

66.9 

Mississippi                ___  _ 

12,  500 

44,  520 

57, 020 

90,  220 

63.2 

Missouri  _ 

40, 250 

53, 340 

93,  590 

124,  553 

75. 1 

Montana          .         .  _ 

18, 000 

52,  080 

70,  080 

115,  583 

60.6 

Nebraska  

38,  600 

51, 660 

90,  260 

114, 127 

79. 1 

Nevada  ...  ... 

64,  500 

53, 340 

117, 840 

146,  636 

80.4 

New  Hampshire    

14,  322 

49, 140 

63, 462 

106, 899 

59.4 

New  Jersey                       _  _ 

20,250 

53, 340 

73,  590 

139, 490 

52.8 

New  Mexico  

19,  000 

52,  920 

71, 920 

119,  600 

60.1 

New  York-  .... 

71,  500 

53, 340 

124, 840 

140,  621 

88.8 

North  Carolina.. 

10, 000 

45,  780 

55,  780 

95,  797 

58.2 

North  Dakota.   .        .  _  . 

56, 160 

49,  560 

105,  720 

108, 108 

97.8 

Ohio   

63,  700 

53, 340 

117, 040 

138,  918 

84.3 

Oklahoma. 

15, 000 

52, 080 

67, 080 

115,  765 

67.9 

Oregon.. 

49,  540 

53, 340 

102, 880 

125,  294 

82. 1 

Pennsylvania  _  _ 

61,  750 

53, 340 

115,  090 

123, 721 

93.  0 

Rhode  Island  

52,  000 

49, 980 

101,  980 

109, 733 

92.  9 

South  Carolina      .      .        .  . 

10,  000 

45, 360 

55, 360 

93, 184 

59.4 

South  Dakota 

12, 000 

50, 820 

62, 820 

112,684. 

55.7 

X  C>lllJ-t*Oi3Ct/  

12  500 

48  720 

61  220 

104  780 

68  4 

Texas  _..  .   

li!  035 

52',  080 

66,'  115 

lie',  688 

56!  7 

Utah  

55.  705 

53, 340 

109, 045 

119, 704 

91.1 

Vermont 

11,880 

49,  560 

61,440 

107,406 

57.2 

Virginia..     

14, 000 

49, 140 

63, 140 

105,  781 

59.7 

Washington. 

60,  960 

53, 340 

114, 300 

137, 072 

83.4 

West  Virginia.  . 

49,400 

53, 340 

102, 740 

125,  628 

81.4 

Wisconsin 

78,000 

53, 340 

131, 340 

129,  259 

101.6 

Wyoming     .. 

19,  000 

48,  720 

67, 720 

115. 375 

58.7 

1  The  amount  shown  as  "average  earnings"  is  the  average  weekly  wage  in  the  State  employment  covered 
by  unemployment  insurance  during  the  12-month  period  ending  Sept.  30,  1962.  High  earnings  means 
earnings  26  percent  higher  than  the  average  for  the  State;  low  earnings  means  earnings  25  percent  lower 
than  the  average  for  the  State. 

2  State's  average  weekly  production  wage  was  used  to  compute  maximum  payments  under  workmen's 
compensation. 
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Worker  disabled  at  age  50;  no  dependents;  average  earnings;^  no  increase  in 
earnings  or  'benefit  levels 


1  ^  ■ 
Earnmgs 

Total 

to  65  at 

workmen's 

Total 

Total 

average 

compensa- 

social 

combined 

at  time 

Percent 

States 

tion  to 

security 

benefits 

of  dis- 

replace- 

age 65 

to  age  65 

to  age  65 

ablement 

ment 

(1) 

(2) 

(3) 

(4) 

(5) 

Alabama                           -  -   

£13,  200 

$20,  880  00 

$34.  080,  00 

$62,  774.  00 

54.3 

41,  067 

22,  *<60.  00 

63,  927.  00 

117,289.  00 

54.5 

50,  739 

22,  860.  00 

73,  599.  00 

78,  055.  00 

94.3 

Arkansas                  -     - 

12,  500 

18.  915.  00 

31,415.  00 

53,  242.  80 

59.0 

California  .    

40.  950 

22,  860.  00 

63,  810.  00 

87,  .=531.  60 

72.9 

Colorado.-                          .    .    .-_  _ 

31,  395 

22,  860.  00 

54,  255.  on 

75,  332.  00 

72.0 

Connecticut.          .  ...   -  -  . 

2  40,  560 

22,  860.  00 

63,  420.  00 

81,120.  00 

78.2 

Delaware  ....     

39.  000 

22,  860.  00 

61,  860.  00 

84,  965.  00 

72.8 

District  of  Columbia  

51. 160 

22,  «60.  00 

74,  020.  00 

76,  7.52.  00 

96.4 

32,  760 

21,  613.  50 

54,  373.  50 

66, 105.  00 

82.3 

Georgia      

10,  000 

20,  529.  00 

30,  520.  00 

61. 105.  00 

49.9 

Hawaii  ...      .   ...   

43,  953 

21,600.00 

65,  553.  00 

65,  933.  00 

99.4 

Idaho  -                -    -. 

21,840 

21,  780.  00 

43,  620.  00 

67,  259.  00 

64.9 

Illinois  ..    -.    ..... 

39,  780 

22.  860.  00 

62,  640.  00 

84,  661.  20 

74.0 

Indiana  .                    .  ..  ..   

15,  000 

22,  860.  00 

37,  860.  00 

80,  005.  00 

47.3 

Iowa     ... 

18,  500 

22,  320.  00 

40,  820.  00 

70,106.  00 

58.2 

Kansas.  ..  .                 ...  ... 

15,  770 

22,  680.  00 

38,  450.  00 

71,261.00 

54.  0 

15, 300 

21.  793.  20 

37.  093.  20 

67,  470.  00 

55.0 

Louisiana   .  ...   

14,  000 

22. 159.  80 

36. 159.  80 

62,  439.  00 

57.9 

Maine                                  .  .  .    .  . 

19,  500 

20,  700.  00 

40;  200.  00 

62, 439.  00 

64.4 

Maryland    

30,  000 

22,  500.  00 

52,  500.  00 

70.  738.  00 

74.2 

Massachusetts                            .     .  . 

39,  000 

22,  860.  00 

61,  860.  00 

72,711.60 

85.1 

Michigan                          .   ... 

25,  740 

22,  860.  00 

48,  600.  00 

89, 372.  40 

54.4 

Minnesota   ...   

23,  955 

22,  860.  00 

46,  815.  00 

74,  950.  00 

62.  5 

Mississippi                                ...  ...  . 

12,  500 

19.  080.  00 

31.  580.  00 

54, 132.  00 

58.3 

Missouri. 

25,  950 

22,  860.  00 

48,  810,  00 

74,  731.  80 

65.3 

Montana.. 

14,  500 

22,  320.  00 

36,  820.  00 

69.  350.  00 

53. 1 

Nebraska  

24,  300 

22, 140.  00 

46,  440.  00 

68.  476.  00 

67.8 

Nevada   _ 

29,  250 

22,  860.  00 

52, 110.  00 

87,  922.  00 

59.3 

New  Hampshire . . 

14,  322 

21,060.  00 

35,  382.  00 

64. 139.  00 

55.2 

New  Jersey                     _             .  . 

20,  250 

22,  860.  00 

43, 110.  00 

83,  694.  00 

51.5 

New  Mexico. 

19,  000 

22,  680.  00 

41,  680.  00 

71,  760.  00 

58. 1 

New  York.                                     .  ^ 

42,  900 

22,  860.  00 

65,  760.  00 

84,  372.  60 

77.9 

North  Carolina.. 

10,  000 

19,  620.  00 

29,  620.  00 

57.  478.  00 

51.5 

North  Dakota. 

32,  760 

21.  240.  00 

54,  000.  00 

64,  865.  00 

83.2 

Ohio  

38,  220 

22,  860.  00 

61,  080.  00 

83,  350.  80 

73.3 

Oklahoma. 

15,  000 

22,  320.  00 

37,  320.  00 

69,  459.  00 

53.7 

Oregon.. 

22,  503 

22,  860.  00 

45.  363.  00 

75, 176.  40 

60.3 

Pemisylvania  .. 

37,  050 

22,  860.  00 

59,  910.  00 

74,  232.  60 

80.7 

Rhode  Island.. 

31,  200 

21,  600.  00 

52,  800.  00 

65,  840.  00 

80.2 

South  Carohna.                           _  _ 

10,  000 

19,  440.  00 

29,  440.  00 

55,  910.  00 

52.7 

South  Dakota 

12,  000 

21,  7oU.  00 

QQ  '^QA  r\r\ 
0<5,  /  80.  00 

0  / ,  blO.  00 

50.  0 

Tennessee.-  .     .  .  _ 

12,  500 

20,  896.  20 

33, 396.  20 

62,  868.  00 

53.1 

Texas    .           _                    .    .  _ 

14,  035 

22,  339.  20 

36,  374.  20 

70,  012.  80 

52.  0 

Utah  

30,  420 

22,  860.  00 

53,  280.  00 

71,  822.  00 

74.  2 

Vermont..                        _           _  _  _ 

11,880 

21,  240.  00 

33, 120.  00 

84,  444.  00 

51.4 

Virginia  . 

14,  000 

21,  075.  60 

35,  075.  60 

63,  468.  60 

55.3 

Washington  

29,  702 

22,  860.  00 

52,  562.  00 

82,  243.  00 

63.9 

West  Virginia.. 

29,  640 

22,  860.  00 

52,  500.  00 

75,  317.  00 

69.7 

Wisconsin  

46,  800 

22,  860.  00 

69,  660.  00 

77,  555.  40 

89.8 

Wyoming..  .  . 

12,  000 

22, 140.  00 

34, 140.  00 

69.  225.  00 

49.3 

1  The  amount  shown  as  "average  earnings";  the  average  weekly  wage  in  the  State  in  employment  is  covered 
by  unemployment  insurance  during  the  12-month  period  ending  Sept.  30, 1962.  High  earnings  means  earn- 
ings 25  percent  higher  than  the  average  for  the  State;  low  earnings  means  earnings  25  percent  lower  than  the 
average  for  the  State. 

2  State's  average  weekly  production  wage  was  used  to  compute  maximum  payments  under  workmen's 
compensation. 
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Worker  disabled  at  age  40;  wife;  and  child  age  8;  high  earnings;^  no  increase  in 

earnings  or  benefit  levels 


Total 

Earnings 

workmen's 

Total 

Total 

to  65  at 

Percent 

states 

compensa- 

social 

combined 

average 

replace- 

tion to 

security 

benefits 

at  time 

ment 

age  65 

to  age  65 

to  age  65 

of  dis- 

ablement 

Alabama..  ...  .   .  

$13, 200 

$53, 340 

$66, 540 

$130,  780 

50.9 

Alaska..  ...  .   .     _  .  _ 

68, 445 

53, 340 

121,  785 

244, 348 

49.8 

Arizona  ......    _ 

105, 703 

53, 340 

159,  043 

162,  617 

97. 8 

Arkansas     ...     _     _  .               .  .. 

12,  500 

50,  400 

62, 900 

110, 929 

56.7 

California  

68,  250 

53, 340 

121,  590 

182,  364 

66.  7 

52, 325 

53,  340 

105,  665 

156, 949 

67.  3 

Connecticut.--  ... 

2  67,  600 

53,  340 

120, 940 

169, 000 

71.6 

Delaware  .  .          .  _  ... 

65,  000 

53, 340 

118, 340 

177,  008 

66.9 

District  of  Columbia..  .  ...  .  _ 

91,  000 

53, 340 

144, 340 

159, 900 

90.3 

Florida  .    

54,  600 

53,  340 

107, 940 

137,  722 

78.  4 

Georgia    ..   

10,  000 

63, 340 

63,  340 

127, 309 

49.  8 

Hawaii       ...  ..... 

91,  559 

53, 340 

144, 899 

137,  358 

105.  5 

Idaho  _.         ....  --.  .-  _     -     _  -- 

28,  780 

53, 340 

82, 120 

140, 127 

58.  6 

Illinois.   - 

68,  016 

53,  340 

121, 356 

176, 384 

68.  8 

15,  000 

53, 340 

83,  340 

166,  673 

41.  0 

Iowa--       ......  - 

18.  500 

53, 340 

71, 840 

146,  055 

49.  2 

Kansas       ....  .  

15,  770 

53,  340 

69, 110 

148,  460 

46.  6 

Kentucky.               .  ._. 

15,  300 

53,  340 

68,  640 

140,  569 

48.8 

Louisiana                ...  .  .-_     __.     .  .  . 

14,  000 

53,  340 

67, 340 

143,  039 

47. 1 

Maine           .    .      -.            .    -  - 

19,  500 

53,  340 

72, 840 

130,  078 

56.  0 

Maryland-   ._ 

30,  000 

53,  340 

83, 340 

147, 368 

56.6 

75,  920 

53,  340 

129,  260 

151,  489 

85.3 

Michigan  .       _  ._ 

48,  464 

53, 340 

101,  804 

186, 199 

54.  7 

Minnesota  .         .  .-.       .     .  .  -  - 

30,  223 

53,  340 

83,  563 

156, 143 

53.  5 

Mississippi  ..  

12,  500 

51,  240 

63,  740 

112,  775 

56.  5 

Missouri--     -_.           -         -  - 

40, 250 

53, 340 

93,  590 

155,  688 

60. 1 

Montana.                   .  _ 

18,  000 

53, 340 

71, 340 

144, 482 

49.4 

Nebraska    

38,  600 

53, 340 

91. 940 

142,  662 

64.4 

Nevada-  .  . 

64, 500 

53, 340 

117,  840 

183, 170 

64.3 

New  Hampshire.. - 

14, 322 

53, 340 

67,  662 

133,  627 

50.6 

New  Jersey   . 

20,  250 

53, 340 

73,  590 

174, 369 

42.2 

New  Mexico  

19, 000 

53, 340 

72, 340 

149,  500 

48.4 

New  York...   -  . 

71,  500 

53, 340 

124,  840 

175,  773 

71.0 

North  Carolina.-  .  

10, 000 

53, 340 

63, 340 

119.  743 

52.  9 

North  Dakota             .    ..- 

56, 156 

53, 340 

109,  500 

135, 135 

81.0 

Ohio    .      -__  ------ 

63,  700 

53, 340 

117, 040 

173,  654 

67.4 

Oklahoma—    .  - 

15, 000 

53, 340 

68, 340 

144,  703 

47.2 

Oregon-.-  ---  -- 

49,  540 

53, 340 

102,  880 

156,  624 

65.7 

Pennsylvania                     .        -  - 

61,  750 

53, 340 

115, 090 

154,  648 

74.  4 

Rhode  Island  

52, 000 

53, 340 

105, 340 

137, 163 

76.8 

South  Carolina             .           --  - 

10, 000 

52, 080 

62, 080 

116,480 

53.3 

12  000 

53  340 

65, 340 

140, 855 

46  4 

Tennessee.        .  .      ..     .  .. 

12^  500 

53;  340 

65^  840 

130^  975 

50^3 

Texas  

14, 035 

53, 340 

67, 375 

145,860 

46.2 

Utah  

55,  705 

53, 340 

109, 045 

149,  630 

72.9 

Vermont 

11, 880 

53, 340 

65. 220 

134,  264 

48.6 

Virginia-         -     -         .     _  -  ._ 

14, 000 

53,  340 

67, 340 

132,  223 

50.9 

Washington.     

60.  960 

53, 340 

114, 300 

171, 340 

66.7 

West  Virj?inia   ._ 

49,  400 

53, 340 

102, 740 

156, 910 

65.5 

Wisconsin.  .   

78,  000 

53, 340 

131, 340 

161, 471 

81.3 

Wyoming-.      _          _  - 

19, 000 

53, 340 

72, 340 

144, 222 

50.2 

1  The  amount  shown  as  "average  earnings"  is  the  average  weekly  wage  in  the  State  in  employment  covered 
by  unemployment  insurance  during  the  12-month  period  ending  Sept.  30,  1962:  High  earnings  means  earn- 
ings 25  percent  higher  than  the  average  for  the  State;  low  earnings  means  earnings  25  percent  lower  than  the 
average  for  the  State. 

2  State's  average  weekly  production  wage  was  used  to  compute  maximum  payments  under  workmen's 
compensation. 
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Wo7'ker  disabled  at  age  4O;  wife  and  child  age  8;  low  earnings;  no  increase  in 
earnings  ^  or  benefit  levels 


i  otai 

Jiiarnings 

workmen's 

i  otai 

i  Otai 

to  65  at 

J  ercent 

btates 

compensa- 

social 

combined 

average 

replace- 

tion to 

security 

benefits 

at  time 

ment 

age  65 

to  age  65 

to  age  65 

of  dis- 

ablement 

3)lo,  ZUU 

^Ar\  7/in 

<p4U,  /  4U 

■poo,  y'lu 

•cva  ARQ 

iP/O,  IDS 

68.  7 

68,  445 

00,  oiu 

121, 785 

1  /1A   R1  A 
140,  014 

83. 1 

A^J  /II A 
00,  'il'i 

^D,  DZU 

liU,  Uo4 

97,  685 

112.  8 

12,  500 

37,  380 

49, 880 

66,  560 

74.  9 

DD,  iOO 

4y,  ysu 

116,  218 

109,  421 

106.  2 

Colorado  .     _      _             _    __  _  _  

52,  325 

45, 360 

97,  685 

94, 172 

103.  7 

^  nu,  ow 

1 / , OOU 

ma  von 

mi  Ann 

lUl,  4UU 

107.  2 

oy,  uuu 

49  140 

114  140 

1  OR  91 n 
lUO,  ziu 

107.  5 

bo,  you 

46,  200 

110, 160 

95,  940 

114.  8 

49  582 

42  000 

yi,  ooi 

a9  Roa 

110.  8 

10,  000 

Ac\  "ion 

1U,  OiU 

50, 320 

76, 388 

65.  9 

Hawaii             -            _  _  _   

0%  yoo 

AO  nnr\ 

4Z,  UUU 

yo,  yiSo 

82,  420 

117.  6 

Idaho    —                _  _  - 

28,  780 

42,  420 

71,  200 

84,  071 

84.  7 

Do,  uio 

49  140 

117  156 

lU.J,  000 

110.  7 

15,  000 

47,  040 

62,  040 

1 nn  nnn 

LUU,  uuy 

62.  0 

18,  500 

43,  680 

62, 180 

87, 633 

71.  0 

15,  770 

AA  1  nn 

11,  lUU 

a7n 
oy,  0  ( u 

CQ  n7R 

oy,  u/o 

67.  2 

Kentucky.     .  —  — 

1  p;  "inn 

42  420 

1^7  70n 

QA  "iAA 
84,  o44 

68.  4 

1*,  uuu 

42  840 

t^R  ain 
00,  o-iu 

af;  aoR 
00,  oZO 

66.  2 

19,  .500 

40,  740 

60,  240 

78,  052 

77.  2 

IMaryland             —  .  _  — 

QO  nnn 
OU,  UUU 

43,  680 

7^  Ren 
/o,  DoU 

88,  426 

83.  3 

AlassachusettS-  .             _  _  .  .  _ 

71  K^  9 

1 1 R  n^Q 

110,  Uoo 

on  aoR 
yu,  syo 

127.  7 

48,  464 

50'  820 

QQ  OQA 

yy,  Zot 

111  799 

111,  /^z 

88.  9 

Minnesota  .          .  _   

33,  647 

45,  360 

79,  007 

93, 691 

84. 3 

Mississiopi- _  -   

12,  500 

37,  380 

49, 880 

67,  665 

73.  7 

Alissouri  _  

40, 250 

45, 360 

85, 610 

93, 418 

91.  6 

Montana 

18, 000 

43, 260 

61, 260 

86, 684 

70.  7 

Xe'oraska_.      _  _  . 

00, DUU 

i9  840 

ei  AAf\ 
oi, 

8.5,  592 

95. 1 

Xevada 

64,  509 

50,  400 

114,  900 

1  nn  n/19 

109,  yuz 

104.  5 

Xe\v  Hampshire  

14,  019 

41, 160 

55,  179 

30, 171 

68.  8 

Xew  Jersey       .      _  _  _ 

20, 250 

48, 720 

68, 970 

104,  G24 

65.  9 

New  Mexico--  -   

19, 000 

44, 100 

63, 100 

an  7nn 
89,  700 

70.  3 

Xew  York  - 

70, 304 

48, 720 

119,  024 

105, 469 

112. 9 

North  Carolina                   _  - 

10, 000 

38, 640 

48, 640 

71, 851 

67.  7 

North  Dakota      .     _  _ 

56, 160 

41, 580 

97, 740 

81,  081 

120.  5 

Ohio                -    -  _      _  - 

63, 700 

48, 300 

11_,  UUU 

104, 195 

107.  5 

Oklahoma 

15, 000 

43, 260 

58, 260 

86, 827 

67. 1 

Oregon     

49, 540 

45, 360 

OA  nnn 

94,  yuu 

93, 977 

101.  0 

Pennsylvania  _   .  _ 

61, 750 

44,  y^u 

1 nR  Ann 
lUD,  oyu 

92, 794 

115.  0 

Rhode  Island--                   _  _ 

49,387 

42,  000 

91,387 

82, 303 

111.0 

10, 000 

38,220 

48, 220 

69, 8S8 

69  0 

South  Dakota.         _           -    _  _ 

12,000 

42, 420 

54, 420 

84, 513 

64.4 

Tennessee. . 

12,  500 

40, 740 

53, 240 

78, 585 

67.7 

Texas  

14, 035 

43,260 

67,295 

87, 516 

65.5 

Utah  

47,  468 

44,  ICO 

91,568 

89, 778 

102.0 

Vermont  . 

11,880 

41,580 

63,  460 

80,  561 

66.4 

Virginia            .    _  .  . 

14,  000 

41, 160 

55, 160 

79, 339 

69.5 

Washington  . 

60, 960 

47. 880 

108,840 

102,700 

106.  0 

West  Virginia  ._.            .  _ 

49,  400 

45, 360 

94,  760 

94, 146 

100.7 

Wisconsin 

67, 860 

46. 200 

114,060 

96, 941 

117.  7 

Wyoming.  .    - 

19, 000 

43, 260 

62,260 

86, 528 

72.0 

1  The  amount  shov.-n  as  "average  earnings"  is  the  average  weekly  wage  in  the  State  in  employment 
covered  by  unemployment  insurance  during  the  12-month  period  ending  Sept.  30,  1962.  High' earnings 
means  earnings  25  percent  higher  than  the  average  for  the  State;  low  earnings  means  earnings  25  percent 
lower  than  the  average  for  the  State. 

2  State's  average  weekly  production  wage  was  used  to  compute  maximum  payments  under  workmen's 
compensation. 
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Estimates  of  the  Proportion  of  Workers  Concurrently  Entitled  to  Social 
Security  Disability  Benefits  and  Workmen's  Compensation 

On  May  17,  questions  were  raised  concerning  the  number  of  workers  who  are 
entitled  concurrently  to  workmen's  compensation  and  social  security  disability 
benefits,  and  as  to  what  proportion  would  be  concurrently  entitled  to  benefits 
under  both  programs  after  enactment  of  H.R.  6675.  Although  some  data  are 
available  on  the  basis  of  which  reasonable  answers  can  be  given  to  these  questions, 
it  is  recognized  that  more  precise  information  would  be  helpful.  It  is  for  this 
reason  that  the  Committee  on  Ways  and  Means  of  the  House  of  Representatives 
requested  the  Social  Security  Administration,  in  cooperation  with  the  State 
workmen's  compensation  agencies,  to  conduct  a  study  of  the  extent  and  signifi- 
cance of  overlapping  benefits  between  workmen's  compensation  and  the  social 
security  disability  program.  The  evidence  that  is  available  indicates  that  among 
workers  entitled  to  social  security  disability  benefits  under  present  law,  no  more 
than  between  1.5  and  2.7  percent  are  receiving  workmen's  compensation.  About 
900,000  w^orkers  were  receiving  social  security  disability  benefits  at  the  end  of 
1964. 

Among  the  estimated  70,000  workers  who  would  become  entitled  to  social  se- 
curity disability  benefits  in  the  first  year  following  enactment  of  the  amendments 
proposed  in  H.R.  6675,  some  would  also  be  receiving  workmen's  compensation : 
however,  it  seems  probable  that  the  proportion  of  those  concurrently  entitled 
under  both  programs  would  not  increase  significantly. 

The  number  of  persons  receiving  workmen's  compensation  in  any  one  week  or 
month  is  not  known.  There  are,  however,  figures  on  the  number  of  workmen's 
compensation  awards  of  disability  benefits  and  these  awards  are  some  900,000 
per  year.  The  proportion  of  those  awarded  workmen's  compensation  periodic 
benefits  who  are  receiving  social  security  disability  benefits  or  who  would  receive 
such  benefits  upon  enactment  of  H.R.  6675  is  estimated  at  perhaps  1  percent  of 
those  awarded  workmen's  compensation.  Following  is  a  summary  of  evidence 
leading  to  these  conclusions. 

CONCURRENT  ELIGIBILITY  AMONG  WORKERS  RECEIVING   SOCIAL  SECURITY  DISABILITY 
benefits  UNDER  PRESENT  LAW 

Experience  under  repealed  offset  provision 

This  offset  provision  was  in  effect  July  1957  to  July  1958.  During  this  period, 
benefits  were  withheld  or  reduced  in  about  2.7  percent  of  the  cases  of  those 
awarded  social  security  disability  benefits. 

Beneficiary  survey,  1960 

Information  on  the  extent  to  which  persons  were  entitled  to  the  two  benefits 
was  also  collected  during  a  survey  of  persons  found  disabled  under  the  social 
security  provisions  conducted  late  in  1960  by  the  Social  Security  Administration. 
The  sample  was  drawn  on  a  random  basis  from  workers  who  had  been  found 
disabled  under  the  social  security  program  and  who  were  living  in  the  eight 
largest  metropolitan  statistical  areas  as  defined  by  the  Bureau  of  the  Census : 
New  York,  Chicago,  Los  Angeles,  Philadelphia,  Detroit,  San  Francisco,  Boston, 
and  Pittsburgh.  These  are  highly  industrialized  areas,  some  of  them  in  States 
that  have  comprehensive  workmen's  compensation  laws.  Of  the  disabled  per- 
sons included  in  this  survey,  less  than  1.7  percent  were  getting  workmen's 
compensation. 

Survey  of  delayed,  filing,  April  1963 

This  was  a  sample  survey  of  new  applicants  for  disability  benefits  conducted 
in  April  1963  to  determine  the  causes  of  delays  in  filing  applications.  Among 
those  interviewed  whose  applications  were  allowed,  some  4.5  percent  had  re- 
ceived workmen's  compensation  at  some  time  between  onset  of  disability  and  the 
time  application  was  filed,  and  2.5  percent  were  receiving  workmen's  comppnsa- 
tion  at  the  time  applications  were  filed.  (Mr.  Dorsett  refers  to  an  October  1964 
social  security  bulletin  article  estimate  of  75,000  long-term  disabled  persons 
receiving  workmen's  compensation,  and  suggests  that  these  disabled  persons 
would  also  be  entitled  to  benefits  under  H.R.  6675.  However,  he  fails  to  note 
that  some  of  these  persons  would  not  meet  the  work  requirements  for  social 
security  benefits  and  that  persons  were  included  in  the  estimate  who  would  have 
been  able  to  do  some  work  but  not  their  regular  work  and  would  not  then  be 
entitled  to  social  security  benefits. ) 
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CONCUERENT  ENTITLEMENT  TO  SOCIAL  SECURITY  BENEFITS  AMONG  WORKERS  AWARDED 
workmen's  COMPENSATION 

Information  concerning  losses  under  policies  issued  by  carriers  and  competi- 
tive State  funds  in  41  States  and  the  District  of  Columbia,  reported  to  the 
National  Council  on  Compensation  Insurance  for  ratemaking  purposes,  shows 
about  650,000  compensation  awards  in  each  of  the  policy  years  1955-61  of  which 
about  500  to  600  involved  permanent  and  total  disability.  Permanent  partial 
disabilities  of  75  percent  or  more  of  total  are  classified  as  permanent  and  total 
disabilities  in  these  reports  so  that  some  of  these  might  not  be  allowed  social 
security  benefits.   ( See  app.  A,  attached. ) 

CONCURRENT  ELIGIBILITY  UNDER  THE  AMENDMENTS  TO   H.E.  6G75 

A  study  ( published  in  the  proceedings  of  the  Casualty  Actuarial  Society,  vol. 
42)  of  a  number  of  the  characteristics  of  workmen's  compensation  awards  based 
on  reports  from  carriers  to  the  National  Council  on  Compensation  Insurance 
and  certain  independent  rating  bureaus  contains  information  about  the  duration 
of  disabilities  compensable  under  workmen's  compensation  as  temporary  total 
disabilities.  According  to  this  study  out  of  68,944  compensable  disabilities,  842 
(a  little  over  1  percent)  lasted  more  than  175  days  (6  months).  (See  app.  B.) 
Assuming  that  the  same  ratio  applies  in  cases  currently  awarded  temporary 
total  disability  (rated  at  least  75-percent  disabled  under  workmen's  compensa- 
tion) this  would  mean  perhaps  no  more  than  10.000  annual  awards  in  the  United 
States  for  temporary  total  disability  lasting  at  least  6  months  (or  ly^  percent 
of  all  workmen's  comi>ensation  awards  based  on  temporary  total  disability ) . 
Some  of  these  10,000  would  not  be  insured  for  disability.  Moreover,  since  work- 
men's compensation  payments  would  be  made  under  these  awards  for  no  more 
than  about  1  year  on  the  average,  many  of  the  disabled  workers  who  are  insured 
would  be  receiving  benefits  under  both  programs  for  only  part  of  the  year,  with 
the  result  that  the  number  receiving  benefits  under  both  programs  for  any  one 
month  would  be  further  reduced. 

It  seems  clear  from  this  information  that  the  increase  in  the  number  of  persons 
concurrently  receiving  benefits  under  both  programs  resulting  from  the  enact- 
ment of  H.R.  6675  may  be  expected  to  be  quite  small,  increasing  by  about  5,000 
at  most  from  the  present  level  of  less  than  30,000  (based  on  a  maximum  estimate 
of  2.7  percent  of  900,000  workers  receiving  disability  benefits). 

Senator  Williams.  I  am  just  told  this  what  they  submitted  but  in 
reading  this  what  they  have  submitted  is  based  on  the  bill  as  it  is 
presently  in  effect  under  existing  law.  They  do  not  say  here  in  this 
report,  and  the  fig-ures  on  how  it  would  be  affected  under  this  present 
bill  if  and  when  it  is  enacted,  so  when  those  fig-ures  are  submitted,  I 
still  want  them  submitted  here  at  this  point. 

Mr.  DoRSETi\  Fine. 

Senator  Long.  Senator  Douglas. 

Senator  Douglas.  Mr.  Dorsett,  I  regret  I  was  not  here  when  you 
presented  your  testimony  but  I  read  it  through  twice  and  I  am  un- 
certain what  it  is  that  you  prefer. 

Do  you  want  to  have  all  payments  for  cases  of  permanent  total 
disability  under  workmen's  compensation  eliminated  from  the  act 
or  do  you  w^ant  to  have  the  workmen's  compensation  payments  offset 
and  deducted  against  social  security  disability  ? 

Mr.  DoRSETT.  Under  the  original  law,  Senator  Douglas,  as  you  will 
recall,  there  was  an  offset.  We  believe  that  you  should  return  to  that 
fundamentally  sound  principle.  To  me  it  seems  that  the  result  that 
I  am  about  to  describe  is  completely  out  of  good  conscience.  If  as 
an  employee  I  am  injured,  under  the  New  York  law  I  get  workmen's 
compensation;  it  is  completely  unsound  in  a  social  security  law  to 
add  to  that  and  pay  me  more  than  I  was  getting  while  I  was' at  work. 
To  rne  it  is  just  unbelievable.  Now,  we^would  like  to  see  the  offset 
provision  restored. 

47-140 — 65 — pt.  2  26 
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Senator  Douglas.  But  you  also  say  that  you  would  strike  the  whole 
provision  and  eliminate  workmen's  compensation  from  total  disability 
cases.  Now,  which  do  you  advocate  ?  Mr.  Kalmykow,  you  have  lived 
with  the  question. 

Mr.  Kalmykow.  Senator  Douglas,  some  have  requested  the  thought 
of  studying  the  subject  a  little  further  before  acting  on  it.  If  that  is 
the  preference  of  this  committee  or  if  this  committee  feels  that  is  a 
desirable  thing  to  give  study  to  this  subject,  certainly  we  don't  think 
that  the  area  of  duplication  should  be  increased  pending  that  study. 

We  would  prefer  if  we  could  maintain  the  status  quo  while  the 
study  was  being  made. 

Senator  Douglas.  You  mean  the  existing  provisions  so  that  there 
would  be  double  payment  ? 

Mr.  Kalmykow.  This  bill  would  greatly  broaden  the  area  of  dupli- 
cation, so  we  request  that  the  area  of  duplication  not  be  broadened 
pending  any  study  that  might  be  made. 

Senator  Douglas.  How  does  this  bill  broaden  the  area  beyond  the 
1960  provision  ? 

Mr.  Kalmykow.  It  provides  for  compensation  for  temporary  total 
disability  as  well  as  permanent.  That  is  a  very  drastic  change  in  the 
concept  of  coverage  under  the  Social  Security  Act  for  disability  pay- 
ments. Up  to  this  time  only  cases  of  permanent  and  total  disability  in 
effect  have  been  covered  although  that  concept  has  been  expanded  over 
the  recent  years. 

However,  the  principle  still  remains.  This  would  depart  from  that 
principle  and  provide  disability  benefits  for  persons  who  ma.y  return 
to  work,  2  or  3  weeks,  following  a  6-month  period  of  disability. 

Senator  Douglas.  Are  you  speaking  also  of  medical  benefits  ? 

Mr.  Kalmykow^  No,  not  medical  benefits,  disability  benefits.  It  has 
nothing  to  do  with  medical  benefits.  That  has  an  exception  built  into 
it. 

Senator  Anderson.  Could  I  ask  him  one  more  question  ? 
Senator  Douglas.  Yes,  by  all  means. 

Senator  Anderson.  When  a  man  is  injured  does  he  begin  drawling 
disability  after  a  reasonable  number  of  days  ? 

Mr.  Kalmykow^  Under  workmen's  compensation  the  waiting  period 
depends:  it  varies  from  State  to  State.  The  range  is  somewhere 
between  3  and  7  days. 

Senator  Doi^glas.  So  after  7  days  he  begins  drawing  compensation  ? 

Mr.  Kalmykow\  That  is  right. 

Senator  Douglas.  If  he  draws  that  compensation  for  6  months  does 
it  stop  then  ? 

Mr.  Kalmykow.  No,  it  keeps  right  on  going. 

Senator  Douglas.  So  what  is  your  distinction  between  this  tempo- 
rary and  permanent  disability  ?  Doesn't  he  still  draw  money  whether 
it  is  temporary  or  permanent  at  the  end  of  6  months. 

Mr.  Kalmykow.  That  is  correct.  I  believe  

Senator  Douglas.  Why  does  that  duplicate  the  payments  ? 

Mr.  Kalmykow.  The  social  security  disability  payments  begin, 
under  this  bill,  at  the  end  of  the  fifth  month.  In  other  words,  at  the 
end  of  the  fifth  month  he  would  start  getting  social  security  payments. 

Senator  Douglas.  There  is  1  month  overlap. 
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I  Mr.  Kalmykow.  No,  we  iro  on  forever,  fi'oin  that  month  on  there 
!  would  be  overlap  during  tlie  full  term  of  the  disabilitv,  it  niav  last  a 
i  life. 

Senator  DoroLAS.  It  has  been  some  years  since  I  looked  at  the  sched- 
ules for  compensation  under  the  various  State  workmen's  compensa- 
;    tion  laws,  but  when  I  last  looked  at  them  I  did  not  think  that  they 
■    gave  adequate  protection  for  the  loss  of  earnings  or  for  the  medical 
I    costs  involved. 

Now,  you  seem  to  think  that  they  do. 

Mr.  DoRSETT.  Improvement  could  be  had  in  a  great  many  jurisdic- 
;  tions.  I  suppose  the  average,  and  you  correct  me  if  I  am  wrong,  is 
i    about  66%  percent  of  their  average  weekly  wage. 

Senator  Dotglas.  For  how  long  ? 

Mr.  DoRSETT.  In  most  States  as  long  as  you  are  totally — as  you  are 
totally  disabled,  even  for  life. 
!       Senator  Anderson.  You  don't  mean  to  say  you  think  the  average 
over  the  country  is  66%  percent  ? 

Mr.  Dorsett.  No,  I  was  going  to  add  in  dollars. 
Senator  Anderson.  Only  four  States,  isn't  that  right  ? 
i       Mr.  Dorsett.  Beg  pardon  ? 

I        Senator  Anderson.  Only  four  States  go  that  high. 

Mr.  Dorsett.  I  vv'ould  think  it  is  considerably  more  than  four. 

Mr.  Kalmykow.  It  is  considerably  more  than  that.  There  is  a 
weekly  maximum  which  averages  over  $50  a  week  at  the  present  time. 

Senator  Douglas.  Isn't  $50  a  week  now  only  about  50  percent  of 
I  average  weekly  earnings,  or  slightly  less  than  50  percent  of  average 
weekly  earnings? 

Mr.  Kalmykow.  You  have  in  mind  without  any  deduction  for  in- 
come tax  or  social  security.  If  you  take  that  into  account  it  comes 
pretty  close  to  that. 

Senator  Long,  Pretty  close  to  that. 

Mr.  Kalmykow.  An  average  of  65  percent  on  a  take-home  pay 
I  basis. 

Senator  Douglas.  Mr.  Chairman,  I  suggest  w^e  ask  the  Bureau  of 
Labor  Statistics  to  prepare  a  tabulation  for  us  of  the  comparative 
,     benefit  schedules  of  the  various  States  on  permanent,  permanent  total, 
I    permanent  partial,  temporary  total,  and  temporary  partial  disability 
caused  by  industrial  accidents,  together  with  a  rough  estimate  of  the 
number  of  cases  in  each  State. 

(The  information  referred  to  follows :) 

Types  of  Benefits 

Under  the  workmen's  compensation  laws,  various  types  of  benefits  are  provided 
for  the  injured  worker,  or,  in  case  of  his  death,  for  his  family.  These  include 
medical  services,  benefit  payments  to  the  worker  during  period  of  disablement, 
and  for  permanent  disabilities,  death  benefits  to  the  worker's  family,  and  under 
all  but  one  law,  burial  allowances. 

Benefits  that  injured  workers  receive  vary  according  to  the  type  of  injury — 
whether  it  is  a  partial  or  a  total  injury,  and  whether  it  develops  into  a  permanent 
disability  or  is  only  temporary. 

Some  States  also  provide  additional  special  benefits,  such  as  payment  for 
constant  attendants,  if  needed,  or  prostheses  as  needed,  or  extra  benefits  in  case 
of  disfigurement.  Some  provide  extra  benefits  for  minors  injured  while  illegally 
employed.  In  addition,  benefits  for  maintenance  and  other  rehabilitation  serv- 
ices for  injured  workers  are  provided  under  almost  half  the  workmen's  conpen- 
sation  laws. 
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When  a  worker  is  injured,  he  first  of  all  needs  medical  aid,  and  perhaps  hos- 
pitalization. Under  all  compensation  acts,  medical  aid  is  required  to  be  furnished 
to  injured  employees.  In  the  early  legislation,  the  provision  for  medical  aid  was 
narrowly  restricted  as  to  the  monetary  amount,  the  period  of  treatment,  or  both. 
Later  such  absolute  restrictions  were  changed  in  many  cases,  either  by  providing 
for  unlimited  benefits  or  by  authorizing  benefits  in  addition  to  the  initial  maxi- 
mum, upon  the  approval  of  the  administrative  authority. 

As  shown  in  table  6,  39  States,  the  District  of  Columbia,  Puerto  Rico,  and  the 
Federal  employees'  and  longshoremen's  acts  give  full  medical  aid.  Twenty- 
four  of  these  forty-three  laws  specifically  provide  that  medical  aid  must  be  fur- 
nished without  limit  as  to  time  or  amount.  Under  the  Arizona  law,  full  medical 
aid  is  authorized  through  a  combination  of  the  medical  care  and  rehabilitation 
provisions  of  the  law.  In  18  of  the  43,  medical  benefits  are  considered  to  be  un- 
limited because  the  administrative  agency  can  extend  such  services  indefinitely. 
It  should  be  pointed  out,  however,  that  as  shown  in  the  footnotes  to  table  6, 
several  States  still  place  arbitrary  limitations  upon  medical  aid  for  certain 
occupational  diseases. 

In  the  remaining  11  laws,  period-of-time  or  cost  limitations,  or  both,  are  set 
by  law.  Certain  extensions  are  authorized  by  the  State  administrative  agency 
in  all  but  Ala'bama,  Kansas,  and  Louisiana.  In  these  three  States,  extensions 
are  not  permitted  beyond  the  initial  amount  or  period  shown  in  table  6.  In 
contrast  to  several  laws  that  pay  full  medical  benefits  in  cases  of  accidental 
injuries  but  only  limited  benefits  in  cases  of  occupational  diseases,  in  Colorado 
the  6  months'  limitation  does  not  apply  to  occupational  diseases,  and  in  New 
Mexico  additional  unlimited  monetary  benefits  may  be  authorized  for  occupa- 
tional diseases. 

Table  6. — Medical  benefits 

FULL  BENEFITS 


State 


Alaska  

Arizona  i  

Arkansas  i  

California  

Connecticut  

Delaware  

District  of  Columbia 

Florida  

Hawaii  

Idaho  

Illinois  1  

Indiana  

Iowa  

Kentucky  

Maine  i  

Maryland  

Massachusetts  

Michigan  

Minnseota  

Mississippi  

Missouri  

Nebraska  


Law 
specifies 

full 
benefits 


No. 

(2)-. 

No. 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
Yes 
No. 
No. 
No- 
Yes 
Yes 
Yes 
No. 
Yes 
Yes 
No. 
Yes 


Law  limits 
period  or 
amoxmt  but 
authorizes 
administra- 
tive agency 
to  extend 
without  limit 


Yes. 

(2). 

Yes. 


Yes. 
Yes. 
Yes. 


Yes. 
Yes. 


State 


Nevada  •  

New  Hampshire  

New  Jersey  

New  York  

North  Carolina  i  

North  Dakota  

Ohio  

Oklahoma  

Oregon  

Pennsylvania  

Puerto  Rico  

Rhode  Island  

South  Carolina  

Texas  i  

Utah  I  

Vermont  i  

Washington  s  

Wisconsin  

Wyoming  

United  States: 

Federal  employees 
Longshoremen  


Law  limits 

period  or 

Law 

amount  but 

specifies 

authorizes 

full 

administra- 

benefits 

tive  agency 

to  extend 

without  limit 

No 

Yes. 

No 

Yes.  3 

No 

Yes. 

Yes 

No 

Yes.  3 

Yes 

Yes<.... 

No 

Yes. 

Yes 

No 

Yes.3 

Yes 

No  

Yes. 

No  

Yes. 

Yes 

No  

Yes. 

No 

Yes. 

Yes-_. 

Yes 

No  

Yes. 

Yes 

Yes 

See  footnotes  at  end  of  table. 


1  For  further  information  on  medical  care  and  benefits,  see  "Medical  Care  Under  Work- 
men's Compensation,"  Bulletin  244,  U.S.  Department  of  Labor,  Bureau  of  Labor  Standards. 
1962. 
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Table  6. — Medical  benefits — Continued 


LIMITED  BENEFITS 


State 

Initial  limitation 

Limitation  on  time  or  monetary  benefits 
after  extension  by  administrative  agency 

Time 

Money 

Alabama      

2  years.  ... 

$2, 400 
2,  500 
2,000 

1  6,  000 
2,500 
7  8  2,500 

9  3,  000 
1,700 
1, 800 

No  additional  benefits  permitted. 
$3,500. 

Unlimited  time  and  $2,500. 
No  additional  benefits  permitted. 
Do. 

0). 

$15,000. 
$2,900. 
$2,500. 
2  years. 
$3,200. 

Colorado  

Georgia              .  -   

Kansas  .... 

6  months  8. . 
10  weeks  

Louisiana   

Montana  .  .   

New  Mexico                      .  ... 

South  Dakota  .   . 

Tennessee  .  .  

Virginia..  ...... 

36  months  ? . 

5  years  

20  weeks  

1  year   .  ... 
90  days  

West  Virginia  .      ...  .  . 

i''2,400 

1  However,  benefits  are  limited  for  occupational  diseases  in  Arizona  (to  $1,000)  and  in  Utah  (to  $1,925.01) ; 
and  for  silicosis  or  asbestosis  in  the  following  States:  Arkansas,  180  days;  Illinois,  6  months;  Kansas,  120 
days— may  be  extended  up  to  210  days  in  special  cases;  Maine,  $1,000;  Nevada,  $50  per  month;  North 
Carolina  $1,000  a  year,  3  years;  Texas,  91  days;  Vermont,  $1,000. 

2  Arizona:  Full  medical  aid,  in  the  judgment  of  the  Arizona  Industrial  Commission,  is  authorized  through 
a  combination  of  the  medical  care  and  rehabiUtation  provisions  of  the  law. 

3  Additional  medical  care  may  be  ordered  in  New  Hampshire  if  supported  by  findings  of  3  physicians; 
in  North  Carohna  if  the  care  would  lessen  the  period  of  disability;  and  in  Pennsylvania  if  it  would  sub- 
stantially restore  the  worker's  earning  power. 

*  The  Ohio  and  Oregon  laws  set  no  initial  amount  or  period;  all  medical  benefits  authorized  by  the 
administrative  agency.  In  Ohio  in  silicosis  cases,  no  medical  benefits  payable  unless  total  disabiUty  or 
a  change  of  occupation. 

5  Washington:  Under  certain  conditions,  medical  benefits  terminate. 

6  Colorado:  The  6-month  limitation  applies  to  accidental  injuries;  there  is  no  time  limitation  for  occupa- 
tional diseases.  Benefits  for  silicosis,  asbestosis,  and  anthracosis  are  payable  only  if  the  commissioner 
determines  that  medical  treatment  will  materially  improve  the  worker's  condition. 

7  Montana:  In  cases  of  occupational  diseases:  (a)  the  36  months  does  not  apply;  (6)  the  $2,500  and  its 
extension  applies  if  the  disabihty  is  total;  and  (c)  if  an  employee  continues  work  while  undergoing  medical 
care,  the  monetary  benefits  are  limited  to  $1,000. 

8  Montana:  In  cases  of  total  disabiUty  where  $2,500  is  not  sufficient,  an  additional  monetary  amount 
may  be  allowed  for  hospitaUzation. 

0  New  Mexico:  For  occupational  diseases,  the  initial  amount  is  $700;  addition  funds,  unlimited  as  to 
period  or  amount,  may  be  authorized  by  court  order. 
10  West  Virginia:  No  medical  benefits  are  payable  in  siUcosis  cases. 


TEMPORARY  TOTAL  DISABILITY 


The  great  majority  of  cases  for  which  cash  benefits  are  paid  involve  temporary 
total  disability  ;  that  is,  the  employee  is  unable  to  work  at  all  while  he  is  recover- 
ing from  the  injury,  but  he  is  expected  to  recover  fully.  The  disability  ends  with 
the  recovery  of  the  injured  person  and  his  return  to  work.  Table  7,  relating  to 
benefits  for  such  disability,  shows  the  maximum  percentage  of  wages  used  in 
computing  benefits,  and  the  maximum  period  for  which  benefits  are  paid.  It 
shows  also  the  minimum  and  maximum  payments  per  week,  as  well  as  the  total 
maximum  amounts  where  these  are  expressly  stated  in  the  laws. 

The  amount  of  benefits  in  most  of  these  laws  is  based  on  a  percentage  of  the 
worker's  wages,  usually  60,  65,  or  66%  percent.  As  to  monetary  amounts,  these 
are  increased  in  many  States  every  legislative  session.  For  instance,  in  1963, 
22  States  raised  benefits  for  temporary  total  disability. 

As  of  September  1957,  12  laws  provided  for  maximum  payments  of  $50  or  over 
(including  dependents'  allowances)  ;  by  April  1960  this  number  had  grown  to 
19;  and  by  September  1964  to  26 — the  2  Federal  laws  and  the  following 
jurisdictions : 


Alaska 

Arizona 

California 

Connecticut 

Delaware 

District  of  Columbia 

Hawaii 

Idaho 


Illinois 
Iowa 

Massachusetts 
Michigan 
Montana 
Nevada 
New  York 
North  Dakota 


Ohio 
Oregon 

Rhode  Island 

Utah 

Vermont 

Washington 

Wisconsin 

Wyoming 
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Table  7. — Minimum  and  maximum  benefits  for  temporary  total  disaMUty 


state 


Maximum 
percentage 
of  wages 


Maximum  period 


Payments  per  week 


Minimum 


Maximum 


Alabama  

Alaska  

Arizona  

Arkansas  

California  

Colorado  

Connecticut  

Delaware  

District  of  Colum- 
bia. 

Florida  

Georgia  

HaAvaii  

Idaho  


Illinois. 


1  55-65 
55 
65 


65 
2  61^ 


60 


66M 
60 
60 
66% 
1  55-60 


1  65-80 


Indiana  

Iowa  

Kansas  

Kentucky  

Louisiana  

Maine  

Maryland  

Massachusetts 


Michigan.. 
Minnesota. 
Mississippi 
Missouri..  _ 

Montana.. 
Nebraska. 


Nevada  

New  Hampshire. 


60 
66% 


60 


65 

66% 
66% 

66% 


50-66% 


65-90 


300  weeks  

Duration  of  dis- 
ability. 
433  weeks  

450  weeks  

240  weeks  

Duration  of  dis- 
ability. 
 do  


 do  

 do  

350  weeks  

400  weeks  

Duration  of  dis- 
abihty. 

400  weeks;  5  there- 
after $15  per 
week  ($18  if  de- 
pendent wife) 
plus  $4  to  $15 
for  children,  for 
duration  of  dis- 
abihty. 

Duration  of  dis- 
ability until 
equivalent  of 
death  benefit  is 
paid,  except  in 
specific  injury 
cases  hmited  to 
64  weeks. 

500  weeks  

300  weeks  

415  weeks  

425  weeks  5  

300  weeks  

500  weeks  

208  weeks  

Duration  of  dis- 
abihty. 


500  weeks  

350  weeks  

450  weeks  

400  weeks  

300  weeks  

300  weeks;  s  there- 
after 45  percent 
of  wages,  maxi- 
mum $32. 


433  weeks . 


New  Jersey. 


(8) 


312  weeks;  there- 
after annual  ex- 
tensions in  the 
discretion  of  the 
labor  commis- 
sioner. 

300  weeks  


$15,  or  average 

wage  if  less. 
$25,  or  average 

wage  if  less. 
$30  if  worker  is  21 

years  of  age  of 

over. 

$7  

$25  

$10  

$20  


$25,  or  actual 
wage  if  less. 

$18,  or  average 
wage  if  less. 

$8,  or  actual 
wage  if  less. 

$12  or  actual  wage 
if  less. 

$18,  or  average 
wage  if  less. 

$15  ($18  if  depend- 
ent wife)  to 
$33.1 


$31.50  to  $49  1. 


$18  

$18,  or  actual 
wage  if  less. 
$7. 


25  percent  of  85 
percent  of  the 
State's  average 
weekly  wage. 

$10,  or  actual 
wage  if  less. 

$18  

.$18  or  actual 
v/age  if  less. 

$20,  or  average 
wage  if  less,  but 
not  less  than  $10 
if  normal  work- 
ing hours  are  15 
or  more. 


$18  to  $28  1  

$17.50  

$10  

$16,  or  actual 
wage  if  less. 

$25.50  

$26,  or  actual 
wage  if  less,  1st 
300  weeks;  there- 
after $22,  or 
actual  wage  if 
less. 

No  statutory 
minimum. 

$15,  or  average 
wage  if  less. 


$38  

$100  

$150,  plus  $2.30  for 
total  depend- 
ents. 

$35  

$70  

$43.75  3  

55  percent  of 

State's  "average 

production 

wage."  * 
$50  

$70  

$42  

$37  

$75  

$32  to  $52  1  (see 
col.  3). 


$51  to  $61 1. 


$42  

$34  to  $50  1  

$42  

55  percent  of  85 
percent  of  the 
State's  average 
weekly  wage. 
$35  

$42  

$48  

$53,  plus  $6  for 
each  total  de- 
pendent. Ag- 
gregate shall  not 
exceed  the 
average  weekly 
wage  of  the 
employee. 

$33  to  $57  1  

.$45  

$35  

$47.50  

$29  to  $50  1  

$40  (see  col.  3)  


$45  to  $62,311. 
$45  


$10. 


$45. 


See  footnotes  at  end  of  table. 
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Table  7. — Minimum  and  maximum  benefits  for  temporary  total  disaMlity — Con. 


state 


Maximum 
percentage 
of  wages 


Maximum  period 


Payments  per  week 


Minimum 


Maximum 


maximum 
stated  in 
law 


New  Mexico... 

New  York  

North  Carolina 
North  Dakota. 


Ohio  

Oklahoma  

Oregon  

Pennsylvania 

Puerto  Rico.- 
Rhode  Island 


60 


80 


66% 


50-75 
66% 


South  Carolina 
South  Dakota- 


Tennessee. 


Texas . 
Utah-. 


60 


Vermont . 


Virginia  

Washington- -- 

West  Virginia. 
Wisconsin  


Wyoming  

United  States: 

Federal  em- 
ployees. 

Longshoremen - 


66% 
70 

66% 

66%-75 

66% 


500  weeks. 


Duration  of  dis- 
ability. 

400  weeks  »  

Duration  of  dis- 
ability. 


.do. 


300  weeks;  may 
be  extended  to 
500  weeks. 

Duration  of  dis- 
ability. 

 do  


312  weeks  

Duration  of  dis- 
ability.io 


500  weeks 
312  weeks 

300  weeks 

401  weeks 
312  weeks 


330  weeks  6. 


500  weeks  

Duration  of  dis- 
ability. 

208  weeks  

Duration  of  disa 

bility. 
 do  

 do  

 do  


$24,  or  actual 
wage  if  less. 

$20,  or  actual 
wage  if  less. 

$10  

$15,  plus  $3  for 
each  dependent 
child  under  18, 
or  those  over  18 
incapable  of 
self-support. 

$25,  or  actual 
wage  if  less. 

$15,  or  actual 
wage  if  less. 

$30,  or  actual 
wage  if  less. 

$27.50,  or  90  per- 
cent of  actual 
wage  if  less,  but 
in  no  event  less 
than  $20. 

.$8  

.$17  if  worker  is 
receiving  bene- 
fits under  the 
State  temporary 
disability  in- 
surance act. 
.$22  if  worker  is 
not  receiving 
benefits  under 
the  State  tem- 
porary disabil- 
ity insurance 
act. 

$5  

$20,  or  average 
wage  if  less. 

$15,  or  average 
wage  if  less,  but 
in  no  event  less 
than  $12. 

$9  

$25  to  $39.25,1 
or  actual  wage 
if  less. 

$20,  plus  $2.50  for 
each  dependent 
child  under  21, 
or  average  wage 
if  less. 

$14  

Same  as  maxi- 
mum. 

$22  

$8.75  

$30  to  $46.15  1  

$41.54,  or  actual 

wage  if  less. 
$18,  or  average 

waee  if  less. 


$38  

$55  

$37.50.... 
$45  to  $60 


$56  for  the  1st  12 
weeks;  there- 
after $49. 

$37.50  

$32.31  to  $66.92  i... 
$47.50  

$35  

$  if  worker  is 
receiving  bene- 
fits under  the 
State  temporary 
disability  in- 
surance act. 
$45  to  $57  1  if 
worker  is  not 
receving  bene- 
fits under  the 
State  temporary 
disability  in- 
surance act. 

$35  

$38  

.$36  

$35 

$40~to  $54"25T/. "  1 ; 


$39,  plus  $2.50  for 
each  dependent 
child  under  21. 


$39  

$38.08  to  $71.54 

$38  

$64  

$40.38  to  $60  1.. 

$121.15  

$70  


$20, 000. 

$6,500. 

$12,000.9 


$10,750. 


$10,000. 
$13,500. 


$11,204  to 
$15,126.1 


$15,600. 


$24,000. 


In  Idaho,  Oregon,  Washington,  and  Wyoming,  according  to 
In  IlUnois,  according  to  number  of  dependent  children  under  16, 


1  According  to  number  of  dependents 
marital  status  and  number  of  dependents, 
or  under  18  when  not  emancipated. 

2  The  California  law  provides  for  65  percent  of  95  percent  of  actual  earnings,  or  61^4  percent. 

"  Colorado:  If  periodic  disabihty  benefits  are  payable  to  the  worker  under  the  Federal  OASDI,  the  work- 
men's compensation  weekly  benefits  shall  be  reduced  (but  not  below  zero)  by  an  amount  approximating 
}4  such  Federal  benefits  for  such  week.  If  disability  benefits  are  payable  under  an  employer  pension  plan, 
the  workmen's  compensation  benefits  shall  be  reduced  in  an  amount  proportional  to  the  employer's  per- 
centage of  total  contributions  to  the  plan.  Colorado  does  not  limit  total  maximum  for  disability  from 
accidental  injury,  except  that  if  payable  in  lump  sum,  maxinmm  is  $13,650;  in  case  of  occupational  diseases 
the  maximum  is  $13,693.75. 

Footnotes  continued  on  following  page. 


930 


SOCIAL  SECURITY 


Rhode  Island  is  included  on  the  above  list,  hut  the  maximum  of  $57  is  payable 
only  if  the  worker  is  not  receiving  benefits  under  the  State  temporary  disability 
insurance  law ;  otherwise  the  maximum  is  $40.  Ohio  pays  a  maximum  of  $56 
for  the  first  12  weeks,  but  drops  to  $49  thereafter. 

Under  13  laws,  the  maximums  range  from  $40  to  under  $50 ;  while  the  remain- 
ing 15  still  set  maximums  of  under  $40  a  week. 

Most  of  the  laws  limit  the  period  during  which  temporary  total  benefits  may 
be  paid ;  this  ranges  from  208  to  500  weeks.  There  is  a  growing  trend,  however, 
toward  paying  benefits  for  the  entire  period  of  disability  with  no  limitation  on 
the  amount,  and  the  following  13  States  as  well  as  the  Federal  Employees'  Act 
now  contain  such  provisions : 

Colorado  (however,  compensation  for  North  Dakota 
occupational  diseases  limited  to  $13,-  Oregon 
693.75 )  Pennsylvania 

Connecticut  Rhode  Island 

Delaware  Washington 

Idaho  Wisconsin 

Nebraska  Wyoming 

New  Hampshire  (after  the  first  312 
weeks,  annual  extensions  may  be  au- 
thorized) 

Seven  other  laws,  those  of  Alaska,  the  District  of  Columbia,  Hawaii,  Massachu- 
setts, New  York,  Ohio,  and  the  longshoremen's  act  specify  payments  of  benefits 
for  the  entire  period  of  disability,  hut  set  a  maximum  monetary  limitation. 

Injured  persons  who  are  compensated  for  temporary  total  disability  may 
receive  additional  benefits  for  dependent  children  in  16  States.^ 

PERMANENT   PARTIAL  DISABILITY 

A  permanent  partial  disability  means  that  a  worker  has  a  permanent  injury, 
but  is  not  completely  disabled.  He  is  usually  ahle  to  work.  If  he  cannot  go 
back  to  his  old  job,  he  can  often  do,  or  be  trained  to  do,  other  types  of  work. 
There  are  two  classes  of  permanent  partial  disabilities :  "Schedule"  injuries — 
those  specific  injuries  listed  in  the  law,  such  as  the  loss  of  an  arm,  leg,  eye,  or 
other  member  of  the  body ;  and  "nonschedule"  injuries,  which  are  those  of  a 
more  general  nature,  such  as  a  disability  caused  hy  injury  to  the  head  or  back. 

Tahle  8  shows  minimum  and  maximum  benefits  for  both  schedule  and  non- 
schedule  injuries.  It  shows  the  maximum  percentage  of  wages  or  wage  loss  on 
which  the  benefits  are  computed.  That  is,  for  schedule  injuries  the  Tbenefits  are 
usually  based  on  average  weekly  wages,  and  for  nonschedule  injuries  on  the  basis 
of  "wage  loss" — that  is,  the  difference  between  wages  before  injury  and  wages 
after  injury.  The  maximum  payments  per  week  shown  in  the  table  apply,  as  a 
rule,  to  both  kinds  of  permanent  partial  disability,  and  the  same  is  true  of  the 
maximum  totals  in  the  last  column  of  the  table.  Where  there  are  different 
maximums  for  schedule  and  nonschedule,  this  is  indicated  on  the  table. 


2  Alabama,  Arizona.  Idaho.  Illinois.  Iowa.  Massachusetts,  Michigan,  Montana,  Nevada, 
North  Dakota.  Oregon,  Rhode  Island  (if  not  receiving  temporary  disability  insurance), 
Utah.  Vermont,  Washington,  and  Wyoming. 


*  Connecticut:  Beginning  October  1963,  the  maximum  amounted  to  $57  a  week. 

5  In  case  total  disability  begins  after  a  period  of  partial  disability,  the  period  of  partial  disability  sha  be 
deducted  from  the  «;pecified  period  for  temporary  total. 

'  Massachusetts:  Maximum  $18,000  for  temporary  total  and  permanent  partial  disability. 

■  Michigan:  Total  maximum  may  not  exceed  .'500  times  total  weekly  amount  payable. 

'  New  Jersey:  Benefits  are  set  in  accordance  with  a  "wage  and  compensation  schedule."  Under  this 
schedule,  the  Bfi^^-percent  level  is  adhered  to  fairly  closely  for  workers  earning  wages  of  $4.'i  a  week  or  less. 
For  workers  who  earn  more,  the  schedule  specifies  benefits  which  are  less  than  66M  percent.  For  instance, 
a  worker  earning  $60  a  week  is  entitled  to  a  compensation  benefit  of  $36,  or  60  percent. 

8  North  Carolina:  The  400  weeks  and  $12,000  do  not  apply  in  cases  of  permanent  total  disability  resulting 
from  an  injury  to  the  brain  or  spinal  cord  or  from  loss  of  mental  capacity  caused  by  an  injury  to  the  brain. 

t"  Rhode  Island:  After  1,000  weeks,  or  after  $16,000  has  been  paid,  payments  to  be  made  from  2d  injury 
fund  for  oeriod  of  disabihty.  The  allowance  of  up  to  $12  a  week  for  dependent  children  is  also  payable  from 
thi§  fund. 
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The  benefits  shown  on  this  table  apply  in  cases  of  disability  due  to  accidental 
injury.  In  the  following  States,  lower  or  sometimes  no  benefits  are  payable  for 
permanent  partial  disability  due  to  silicosis,  or  in  some  eases  to  any  occupational 
disease:  Arizona,  Arkansas,  Colorado,  Florida,  Georgia.  Idaho.  Iowa,  Kansas. 
Maine,  Maryland,  Michigan,  Minnesota.  Montana,  Nevada,  New  Hamx>shire,  New^ 
Mexico,  New  York,  Ohio,  Oklahoma,  Pennsylvania,  South  Carolina,  South  Dakota, 
Utah,  and  Vermont. 

The  maximum  periods  shown  on  table  8  for  payment  of  benefits  are  for  non- 
schedule  injuries.^  In  Arizona,  New  York,  and  under  the  Federal  employees' 
act.  in  cases  of  nonschedule  injuries,  benefits  are  paid  for  the  period  of  disability, 
with  no  limitation  on  the  number  of  weeks  or  the  total  maximum  benefits.  Un- 
der seven  other  laws  (Alaska,  Colorado.  District  of  Columbia.  Hawaii,  Maryland. 
Massachusetts,  and  the  longshoremen's  act),  there  are  no  limitations  on  the 
number  of  weeks,  but  the  maximum  monetary  benefits  are  limited.  Four 
States — Idaho,  Oregon,  Washington,  and  Wyoming — ^pay  in  proportion  to  the 
amount  allowed  for  certain  schedule  injuries,  and  one,  Iowa,  in  proportion  to 
permanent  total  benefits.  Under  the  remaining  laws,  there  is  a  specific  number 
of  weeks  for  which  payments  may  be  made,  ranging  from  300  to  1.000  weeks. 
Where  there  are  maximum  monetary  benefits,  they  range  from  $6,000  to  $25,000. 

Additional  benefits  for  dex>endent  children  are  granted  workers  suffering  per- 
manent palatial  disability  (cither  schedule,  nonschedule.  or  both)  in  eight  States  : 
Alabama,  Illinois,  Massachusetts,  Michigan,  Montana,  Oregon,  Utah,  and 
Wyoming. 

Period  of  compensation  payments  for  schedule  injuries. — Table  9  shows  the 
nimiber  of  weeks  for  which  benefits  are  payable  for  certain  schedule  injuries 
under  each  of  the  54  laws.  The  principle  underlying  this  method  of  payment 
is  that  it  is  to  the  advantage  of  the  worker  to  provide  a  known  period  within 
which  he  can  adjust  himself  to  his  handicap  and  to  recover  his  place  in  industry. 
In  about  half  of  the  workmen's  compensation  laws,  there  are  provisions  for 
rehabilitation  in  the  form  of  retraining,  education,  placement,  and  joh  guidance 
to  help  the  injured  person  find  suitable  work  before  the  period  of  compensation 
runs  out. 

As  shown  in  table  9,  the  laws  of  46  States,  as  well  as  those  of  the  District  of 
Columbia,  Puerto  Rico,  and  the  Federal  employees'  and  longshoremen's  acts, 
have  established  schedules  stating  the  number  of  weeks  during  which  compensa- 
tion shall  be  paid  for  schedule  or  specified  injuries. 

Under  the  laws  of  the  remaining  four  States,  the  payments  are  determined  by 
other  methods.  In  Alaska,  Washington,  and  Wyoming,  the  law  provides  for 
fixed  sums  for  each  schedule  injury.  In  Oregon,  the  law  sets  $46.50  for  each 
degree  of  injury,  and  each  injury  is  assigned  a  certain  number  of  degrees. 

The  monetary  benefits  for  these  injuries  are  determined  by  using  tables  8  and 
9  together,  table  8  giving  the  maximum  weekly  benefits  payable  and  table  9  the 
number  of  weeks  for  which  j^ayments  are  made. 

The  table  also  shows  variations  in  the  meaning  of  cer'tain  terms.  For  in- 
stance, in  providing  payments  for  loss  or  loss  of  use  of  an  arm  at  the  shoulder, 
some  laws  specify  only  loss  or  loss  of  use  of  an  arm ;  others  specify  that  the 
loss  at  the  elbow  is  the  same  as  loss  at  the  shoulder.  A  few  pay  the  same 
compensation  for  loss  of  an  arm  anywhere  above  the  wrist  as  for  loss  at  the 
shoulder.  These  variations,  and  similar  provisions  for  loss  of  leg.  appear  on 
table  9.  However,  where  a  different  period  of  time  is  set  for  loss  of  an  arm  at 
the  elbow,  as  is  the  case  In  a  few  jurisdictions,  this  figure  is  not  shown  on  the 
table.  The  table  also  shows  certain  variations  for  loss  of  fingers  and  toes. 
However,  not  all,  but  only  major,  variations  in  the  laws  are  Indicated  on  the 
table.    Where  there  Is  a  difference  between  hand,  and  hand  and  wrist  combined, 


3  See  table  9  for  the  number  of  weeks  that  payments  are  made  for  certain  schedule 
injuries. 
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the  number  of  weeks  for  the  latter  is  shown  on  the  table.  Similarly  if  the  fig- 
ures are  different  for  a  foot,  and  a  foot  and  ankle  combined,  the  latter  figure 
is  used. 

As  can  be  seen  from  the  table,  there  are  wide  differences  from  State  to  State 
in  time  payments  for  the  various  specific  injuries.  For  example,  for  the  loss 
of  an  arm  at  the  shoulder,  which  is  usually  considered  the  most  serious  single 
loss  of  a  member,  most  States  provide  payments  for  between  200  and  300  weeks, 
but  in  Wisconsin  the  payments  are  for  500  weeks.  However,  the  number  of 
weeks  alone  does  not  tell  the  whole  story.  The  actual  amount  received  varies 
substantially.  Examples  of  the  benefit  payment  for  loss  of  an  arm  are  $7,350 
in  Maine,  $14,000  in  Montana,  and  $22,250  in  Wisconsin.  Some  States  set  dif- 
ferent rates  for  a  "major"  and  a  "minor"  member,  depending  upon  whether  a 
worker  is  right  or  left  handed. 

Another  example  is  the  loss  of  hearing.  A  few  laws  do  not  set  specific  benefits 
for  this  type  of  disability.  Where  loss  of  hearing  in  one  ear  is  covered,  examples 
of  maximum  payments  are  $1,225  in  Ohio,  $2,700  in  Alaska,  $3,150  in  Indiana, 
and  $5,850  in  Hawaii.  For  loss  of  hearing  in  two  ears,  Nebraska  pays  $4,000; 
Alabama,  $6,194 ;  the  District  of  Columbia,  $14,000 ;  and  Arizona,  $32,999.  This 
pattern  of  variations  among  the  States  is  true  for  all  the  different  schedule 
injuries,  but  the  jurisdictions  paying  the  lowest  or  highest  amount  for  one  injury 
may  not  necessarily  do  the  same  for  each  type  of  injury. 

Loss  of  sight  in  both  eyes  is  not  shown  in  the  table  as  a  schedule  injury,  be- 
cause in  almost  every  purisdiction  this  is  considered  a  permanent  total  disability, 
as  are  loss  of  both  legs,  both  arms,  one  hand,  and  one  foot,  and  similar  disabilities. 

Under  most  laws,  the  compensation  for  permanent  partial  disability  is  in  addi- 
tion to  all  or  part  of  the  healing  period.  In  most  laws  additional  amounts  are 
allowed  for  disfigurement,  although  this  is  not  shown  on  the  table.  In  many 
cases,  the  disfigurement  is  comi)ensable  only  if  it  interferes  with  present  or  future 
earning  capacity.  Over  a  third  of  the  States  limit  disfigurement  to  discernible 
head  or  facial  injuries.  The  maximum  payment  set  in  the  law  for  disfigurement 
varies  considerably  from  State  to  State,  ranging  from  $500  to  $7,000. 


PERMANENT    TOTAL  DISABILITY 


Persons  having  a  permaent  total  disability  are  presumed  to  be  unable  to  work 
at  all.  or  unable  to  work  regularly  in  anly  well-known  branch  of  the  labor  marker. 
As  mentioned  above,  permanent  total  disability  also  includes  the  loss  of  both  eyes, 
both  legs,  or  both  arms,  as  well  as  other  types  of  disability  specified  in  the  various 
laws.  Benefits  for  workers  suffering  such  disability  are  shown  in  table  10.  This 
tal)le  lists  the  percentage  of  wages  payable,  the  period  during  which  payments  are 
made,  limitations  on  minimum  and  maximum  weekly  payments,  and  the  maximum 
total  amount  stated  in  the  law. 

The  trend  in  the  payment  of  permanent  total  benefits  is  unquestionably  toward 
payment  for  the  entire  period  of  disability.  Thirty-three  laws  now  have  this 
provision.  These  are  the  two  Federal  laws,  and  those  of  the  following  jurisdic- 
tions : 


Alaska 

Arizona 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 

Florida 

Hawaii 

Idaho 

Illinois 


Indiana 

Massachusetts 

Michigan 

Minnesota 

Missouri 

Nebraska 

Nevada 

New  Hampshire 
New  Jersey 
New  York 
North  Dakota 


Ohio 

Oregon 
Pennsylvania 
Puerto  Rico 
Rhode  Island 
Utah 

Washington 
West  Virginia 
Wisconsin 
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Two  of  these  do  not  specify  payments  for  the  entire  period :  In  Indiana,  after 
the  first  500  weeks  and  $16,500  maximum  has  been  paid,  further  payments  may 
be  made  for  an  indefinite  period  of  time ;  and  in  New  Hampshire,  after  312  weeks 
annual  extensions  may  be  made  in  the  discretion  of  the  labor  commissioner. 

New  Jersey  pays  for  life  providing  that,  after  450  weeks,  the  worker  has  ac- 
cepted such  rehabilitation  as  may  have  been  ordered  by  the  Rehabilitation  Com- 
mission, and  is  still  unable  to  earn  wages  equal  to  those  earned  before  his  acci- 
dent. His  benefits,  however,  are  reduced  after  the  450-week  period.  Benefits 
are  also  reduced  after  a  varying  number  of  weeks  in  California,  Idaho,  Missouri, 
Nebraska,  and  Utah. 

Eighteen  of  the  thirty-three  pay  a  maximum  of  $50  or  more  a  week  for  the 
total  period  of  disability:  Alaska,  Arizona,  California,  Connecticut,  Delaware, 
District  of  Columbia,  Hawaii,  Idaho,  Illinois,  Massachusetts,  Michigan,  Nevada, 
New  York,  North  Dakota,  Oregon,  Utah,  Washington,  and  Wisconsin. 

An  additional  State,  North  Carolina,  pays  for  life  in  cases  in  which  total  and 
permanent  disability  results  from  paralysis  resulting  from  an  injury  to  the  brain 
or  spinal  cord  or  from  loss  of  mental  capacity  resulting  from  an  injury  to  the 
brain. 

In  the  remaining  20  States,  the  payments  are  limited  as  to  time,  amount,  or 
both.  Two  of  these,  Maryland  and  South  Dakota,  specify  payments  for  life, 
but  the  law^s  set  total  monetary  maximums.  The  time  periods  range  from  330 
to  550  weeks,  and  the  money  limitations  from  $10,000  to  $30,000.  Three  of  these 
States  pay  a  maximum  of  $50  or  more  a  week :  Montana,  Vermont,  and  Wyoming. 

Some  laws,  including  those  of  Hawaii,  Nevada,  Washington,  and  the  Federal 
Employees'  Act,  provide  additional  payments  for  an  attendant,  if  one  is  required. 

In  some  States,  the  payments  are  different  for  single  or  married  persons,  or 
for  workmen  with  dependents.  For  example,  in  Idaho  the  maximum  weekly 
payment  for  a  single  employee  is  $32,  while  a  married  employee  may  receive  $37 
with  $4  per  week  additional  for  each  dependent  child  up  to  a  total  maximum 
of  $52  a  week.  Illinois  is  an  example  of  a  State  that  makes  no  distinction  be- 
tween single  and  married  employees,  but  provides  additional  amounts  for  de- 
pendent children.  This  State  pays  a  maximum  $51  a  week  for  a  single  or  a 
married  worker,  with  additional  payments  for  children  up  to  a  total  of  $61  a 
week. 

Senator  Anderson.  I  luiderstoocl  the  Department  of  Labor  had  fur- 
nished lis  with  one  report  showing  that  only  4  of  the  50  States  have 
maximum  weekly  benefits  equal  to  two-thirds  of  the  average  monthly 
wage. 

Do  you  agree  with  that  statement  ? 

Mr.  Kalmykow.  Would  you  please  repeat  the  statement  ? 

Senator  Anderson.  This  was  furnished  by  the  Department  of  Labor 
saying  that  in  only  4  of  the  50  States  did  the  maximum  weekly  benefits 
equal  two-thirds  of  the  average  weekly  wage. 

Mr.  Kalmykoav.  I  don't  know  exactly  the  date  of  that  statement, 
because  there  have  been  some  considerable  

Senator  Anderson.  I  don't,  either.  But  have  you  got  something 
greater  than  that  ? 

Mr.  Kalmykow.  Yes,  I  think  we  can  show  something  greater  than 
that. 

Senator  Anderson.  Senator  Douglas  said  we  can  get  that  from  the 
Department  of  Labor  and  your  figures.  They  said  5  States  had 
average  of  less  than  50  percent  of  the  weekly  wage;  is  that  right? 

Mr.  Kalmykow.  I  think  it  is  a  question,  you  have  to  examine  the 
figures,  as  I  say,  and  examine  the  dates.   I  think  it  is  a  question  of 


SOCIAL  SECURITY 


945 


what  average  Avage  jou  take  into  consideration.  Some  of  tliem  have 
used  the  manufacturing  wage  which  is  higher  than  the  level  in  general 
employment. 

Ottr  tigures  are  based  on  people  who  are  actually  hurt  in  compensa- 
tion case^,  their  actual  wages  at  the  time  of  injury,  we  keep  very  close 
track  of  that  for  rating  in  our  own  payment  purposes. 

Senator  Axdersox.  I  hope  we  can  get  the  two  figures  together  and 
see  what  they  look  like. 

Mr.  IvEATixG.  ^Ir.  Chairman,  can  we  furnish  those  figures  for  the 
record  ? 

Senator  Loxg.  Yes. 

American  Ixsuraxce  Associatiox. 

Xew  York,  X.Y..  Man  19, 1965. 

Congress  H.R.  6675. 

:Mrs.  Elizabeth  B.  Sprixger. 

CJ!  irf  Ch:rl\  Comm  ittee  on  Finance, 

2\f  V  Senate  Offlce  Building. 

U.S.  Senate.  Washijigton.  B.C. 

Dear  Mrs.  Sprixger  :  Pursuant  to  the  request  of  the  members  of  the  Committee 
on  Finance  at  tlie  time  of  our  appearance.  I  am  pleased  to  enclose  an  up-to-date 
table  which  indicates  a  comparison  between  average  take-home  pay  in  each  State 
and  the  maximum  weekly  workmen's  compensation  benefit  for  total  disability 
payable  in  that  State.  I  may  say  that  a  number  of  States  are  presently  still 
considering  workmen's  compensation  benefit  legislation  but  have  not  yet  taken 
final  action  with  respect  thereto. 

The  enclosed  table  also  includes  the  full  average  weekly  wage  for  each  State 
a>i  reported  to  the  National  Council  on  Compensation  Insurance  with  respect 
to  actual  workmen's  compensation  claims  paid  by  member  companies.  This  data 
is  furnished  twice  a  year  to  the  Xational  Coimcil  in  connection  with  their  rate- 
making  functions. 

I  may  add  that  bulletin  Xo.  212.  revised  1964  by  the  U.S.  Department  of  Labor, 
pages  36-37,  which  I  understand  was  referred  to  by  some  of  the  members  of  the 
committee  makes  reference  to  workmen's  compensation  benefit  levels  as  of  1963. 
There  have  been  a  number  of  increases  since  that  time.  The  comparison  is  to 
full  average  weekly  wage  with  no  reference  to  income  tax  or  social  security  deduc- 
tions. In  some  States  that  have  additional  payments  for  dependents  the  full 
allowance  of  such  payment  is  not  indicated.  The  average  weekly  wage  used  is 
in  some  instances  somewhat  higher  then  that  earned  by  the  average  workmen's 
compensation  claimant.  It  may  tend  to  reflect  wages  of  production  workers  in 
manufacturing  which  are  somewhat  higher. 

The  estimate  as  to  the  area  of  overlap  furnished  to  us  by  the  X'ational  Council 
on  Compensation  Insurance  was  based  on  figures  of  actual  claims  paid  member 
companies  classified  by  type  of  disability  reported  to  the  X'ational  Council  for 
ratemaking  purposes.  To  these  were  applied  established  percentages  reflecting 
duration  of  disability.  Consideration  was  also  given  to  a  special  study  made  by 
one  large  carrier  of  workmen's  compensation  insurance  made  particularly  for 
these  hearings. 

I  trust  this  gives  you  the  information  requested.  I  have  tried  to  rush  this 
material  to  you  because  of  the  time  limitations  which  you  have  indicated  were 
in  effect. 

Sincerely  yours. 

AxDREW  Kalmykow.  Counsel. 

Enclosure. 
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(The  figures  referred  to  follow :) 

Ratio  of  workmen' s  compensation  benefits  to  weekly  take-home  pay 


Average 

Workmen's 

Compensa- 

Average 

weekly 

compensation 

tion  benefits 

state 

weekly 

take-home 

maximum 

percentage  of 

wage  1 

pay  2 

weekly 

take-home 

benefit  3 

pay 

National  average.      . 

$89.  76 

$80. 93 

$53.  71 

66 

Alabama  .  .  __  .         ..  . 

73.  63 



67.  96 

38.  00 

56 

Alaska                    .           _  . 

149.  00 

130.  10 

100.  00 

77 

Arizona  .  _                  _           ...  ...  _. 

100.  92 

90.  06 

152.  50 

169 

Arkansas         _  .... 

70.  52 

65. 16 

35.  00 

54 

California                    ...     _  ... 

113.  94 

101.  21 

70.  00 

69 

Colorado.  .   

96.  45 

86.  55 

43.  75 

51 

Connecticut             ...   .... 

98.63 

88.  35 

59.00 

67 

Delaware.  .                         .    .. 

87.  47 

79.  30 

50.  00 

63 

District  of  Columbia.        _  ...             _  ... 

96. 19 

86. 30 

70.  00 

81 

Florida               ._  ... 

75.  07 

69.  05 

42.  00 

61 

Georgia..  _.  _.  

73.  26 

66.  74 

37.  00 

55 

Hawaii...  .  _   

97.  03 

87. 11 

75.  00 

86 

Idaho..       .  .          ......     .  _ 

90.  44 

81.  56 

4  52.  00 

64 

Illinois  _   

96.  63 

86.  73 

4  62.  00 

71 

Indiana..  .                       _    ..     _  ... 

87. 10 

78.  94 

45.  00 

57 

Iowa.  

86.  20 

78.08 

4  56.  00 

72 

Kansas  ....          ...  _  ... 

90.  25 

81.38 

42.  00 

52 

Kentucky   ...... 

80.  72 

73.  59 

41.  00 

56 

Louisiana            _      .  .          .  _     _  _ 

84.  90 

77. 12 

35.  00 

45 

Maine..-       ....             _  . 

72.  97 

67.  32 

42.  00 

62 

Maryland       . 

87.  76 

79.  58 

55.  00 

69 

Massachusetts..       .     .  ... 

92.  66 

83.  50 

i  71.  00 

85 

Michigan                   ...  .  ... 

99.31 

89.  01 

4  91.00 

102 

Minnesota  .  _ 

92.  29 

83. 14 

45.  00 

54 

Mississippi...  ...  ... 

67.  74 

63.08 

35.  00 

55 

Missouri  ... 

88.09 

79.  60 

47.  50 

60 

Montana  .... 

98.  34 

88.  08 

4  56.  00 

64 

Nebraska    ..     .  . 

85.  66 

77.  76 

40.  00 

51 

Nevada.    _  ..... 

113.  30 

6  98.  76 

4  62.  31 

63 

New  Hampshire  .... 

76.  68 

70.  40 

45.  00 

64 

New  Jersey   ..... 

93.  88 

84.  68 

45.  00 

53 

New  Mexico   ... 

98.  90 

88.  61 

40.  00 

45 

New  York  

95.  45 

85.  89 

60.  00 

70 

North  Carolina                             .  _ 

70.  50 

65. 14 

37.  50 

58 

North  Dakota                                 .  _ 

81.  56 

'  73.  71 

4  60.  00 

81 

Ohio  

104. 13 

6  91.  68 

56.  00 

61 

Oklahoma  

83.  85 

76.  41 

37.  50 

49 

Oregon... 

97.  04 

5  85.  81 

4  73.  85 

86 

Pennsylvania  _   

93.  05 

83. 88 

47.  50 

67 

Rhode  Island  

88.03 

79.  54 

45.  00 

57 

South  Carolina    

69.  93 

63.  93 

35.  00 

55 

South  Dakota  

86.  54 

78.  40 

38.  00 

48 

Tennessee    

74.  05 

68.07 

38.  00 

56 

Texas..     ...... 

84.  84 

77.  06 

35.  00 

45 

Utah    

101.28 

90.  41 

4  60.  00 

66 

Vermont    

75.02 

69.  00 

4  47.  00 

68 

Virginia   .  

75.  56 

69.  52 

39.  00 

56 

Washington    

101.  78 

5  89.  40 

4  71.  59 

80 

West  Virginia...   .  . 

93.  27 

6  82. 86 

38.  00 

46 

92.  66 

83.  50 

64.  00 

77 

Wyoming.   

95.  25 

8  84.  37 

4  60.  00 

71 

Longshoremen's  Act   

(8) 

(9) 

70.  00 

1  Based  upon  wages  of  employees  to  whom  compensation  paid,  July,  1964,  National  Council  on  Com- 
pensation Insurance. 

2  Average  weekly  wages  less  Federal  income  and  social  security  taxes  f4  deductions). 

3  As  of  May  1965.  Includes  maximum  allowance  for  temporary  total  disability  for  worker  with  a  wJfe 
and  two  children.  (Illinois,  Iowa,  Michigan,  New  York,  and  Vermont  reflect  benefit  increases  contained 
in  bills  that  have  passed  their  legislatures.) 

4  Includes  additional  allowance  for  dependents. 

»  Figures  not  available  to  National  Council  on  Compensation  Insurance  for  monopolistic  State  fund. 
Source:  Production  workers  in  manufacturing,  1960  statistical  supplement,  Monthly  Labor  Review,  pp. 
33-35  (U.S.  Department  of  Labor), 

6  Figures  not  available,  varies  in  each  State. 

Senator  Douglas.  Mr.  Chairman,  may  we  ask  the  Bureau  of  Labor 
Statistics  to  furnish  this  tabulation  as  close  to  the  present  date  as 
possible  ? 

Senator  Long.  I  will  ask  the  staff  to  see  if  they  can  get  that. 
(The  following  was  later  received  for  the  record  :) 
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Ratio  of  mammiim  weekly  Ttenefit  for  temporary  total  dimltilUy  to  average 
weekly  wages,  lyy  State 


state 


Masmmm  treeM  J 
fempoory  total 
disabilitj  benefit 
for  smgle  worker 

m  for  wcwker 
witii!  dependcots 


Masinnim  weekly 
temporary  total  i 
disability  beneSt, 
for  wOTfcer,  wife, 
and  two  depend- 
ent children 
—here  additional 
;  :mpensatian  is 

allowed  for 
ifoendents.  1963 


Average  weekly 
wage  as  reported 
under  the  State 
anemployment 
insurance  acts, 
19^ 


Batioofmaxi- 
mmn  temporary 
total  di^bility 
benefit  for  wofke-, 
wife,  and  two 
dependent  chil- 
dren to  average 
weekly  wage ' 
(Percent) 


im.m 

150.00 
3^00 

moo 

55.00 
50.00 

moo 

75lOT 
32L00 
SLfl© 
42.00 
31.  OO 

38.0© 
Sat  CO 
42.00 
4&flO 
53.W 
33.00 
45.00 
35l00 
41.50 

2a  oo 

40.00 
45.00 
45.00 
45u00 
38L00 
55.  CO 
37.50 
45.00 
56.00 
37.50 
32.31 
47.50 
35.  QO 
45.00 
35.00 


150.  &S 
100.74 


-to.  'M 
55.00 


42L0O 


113.29 

saso 

1(M82 
109.49 
99.16 

79.13 

a&57 

85. 8S 
m24 
103.41 

90.65 

92.10 

87. 

88.75 
80.64 
91.05 
93.87 
115-95 
96.83 
69.  M 
96.69 


40.00 


62.31 


36l00 
35.00 
40.00 
39.00 
37.00 
3&0S 

3s.ao 

64.  GO 

40.38 


51.  QO 


50.' 


4S.50 
44.00 


57. 


SS.C9 

U3.56 
82.79 

m09 
92.36 

108-99 
74.26 
85.81 

107.35 
89.77 
97.27 
95.59 
46.61 
85.07 
72.39 
S7.12 
8L04 
90.05 
92.67 
83.51 
8L95 

106.13 
97.10 

100.19 
SS-44 


iT  re?  Tve  have  menrioned  are 
Lied.    A  lot  of  those  fiofiires 


Mr.  Kalmykc  w.  a  gv  'd  ::v. 
attached  :ei  :de  srare:::-:::  v.-^  - 
are  in  here. 

Sen:^.-  r  1^  ttglas.  I  ^vant  to  CGnofratiilate  yon  on  having  as  your 
coirnse'  f  :  r  Senator  Keating.  TTe  miss  him  and  yon  are  brilliantly 
reT  1  cy  him. 

^[..  I'  F.szTT.  We  think  SO,  too.  Senator  Douglas. 

Air.  K  r  /-  r:  v  ■ .  T " .  r : \ " t  > :  m  rerv  much. 


_rv' 


r  Curtis? 
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Senator  Curtis.  Mr.  Chairman,  I  want  to  say  we  are  glad  you  are 
here  and  we  have  a  special  greeting  to  Senator  Keating. 

Isn't  it  true  that  this  section  303  does  not  need  to  be  necessarily  a 
part  of  this  bill  dealing  with  hospital  and  medical  care;  isn't  that 
correct  ? 

Mr.  Kalmykow.  Yes;  it  has  no  integral  part  in  that  scheme. 

Senator  Curtis.  While  I  am  not  in  favor  of  this  bill,  I  am  anxious 
to  see  to  it  if  the  Congress  is  to  pass  a  bill  that  it  be  as  good  a  bill 
as  possible.  It  is  a  giganticundertaking.  The  amount  of  money  that 
will  come  in  under  it,  the  number  of  people  to  receive  benefits,  to  start 
immediately  will  be  a  very  sizable  undertaking. 

Therefore,  I  think  the  Congress  should  do  the  best  job  of  legislating 
it  can,  and  it  seems  to  me  that  this  section  303  without  determining- 
its  merits  necessarily,  it  will  be  well  to  delete  it  and  take  it  up  at  a 
later  time  as  a  separate  item  rather  than  to  give  it  limited  attention 
now  in  the  many  complex  provisions  of  its  program. 

Would  you  agree  with  that  ? 

Mr.  Kalmykow.  I  certainly  do. 

I  think,  as  I  indicated  before,  it  is  such  a  departure  from  the  present 
concepts  of  what  the  Social  Security  Act  is  intended  to  cover  that  I 
think  it  might  be  well  to  give  the  matter  considerable  study  before 
taking  such  an  important  step. 

Senator  Curtis.  That  is  all,  Mr.  Chairman. 

Senator  Douglas.  Mr.  Chairman,  if  I  may  ask,  but  wouldn't  that 
leave  this  overlap  existing  in  cases  of  permanent  total  disability? 

Mr.  Kalmykow.  Yes,  it  would.    At  least  it  would  extend  it  

Senator  Douglas.  You  are  ready  to  do  that  ? 

Mr.  Kalmykow.  Well,  as  we  indicated  before,  we  would  prefer 
to  see  the  offset  restored,  but  if  there  is  a  desire  for  further  study  in 
this  area,  we  certainly  would  like  to  see  no  extension  of  that  principle. 

Senator  Long.  Thank  you  very  much,  sir. 

Dr.  Dorsett.  Thank  you. 

Senator  Long.  In  compliance  with  a  previous  request  of  the  Com- 
mittee the  Department  of  Health,  Education,  and  Welfare  has  sub- 
mitted a  memorandum  on  the  operation  of  the  "pass  on"  provision.  I 
believe  it  would  be  helpful  to  insert  that  memorandum  in  the  record 
today  since  the  subject  has  been  discussed. 

(The  memorandum  referred  to  follows :) 

Operation  of  'Tass  On"  Provision 

The  "maintenance  of  State  effort"  or  "pass  on"  provision  contained  in  title 
IV  of  H.R.  6675  is  basically  intended  to  assure  that  States  do  not  receive  addi- 
tional Federal  funds  under  the  bill  while  at  the  same  time  reducing  their  ex- 
penditure of  State  or  local  funds.  The  new^  formulas  for  Federal  participation 
in  assistance  payments,  the  expended  medical  care  program,  and  the  elimina- 
tion of  restrictions  on  aged  mental  and  tuberculosis  patients  makes  available 
approximately  $425  million  a  year  in  additional  Federal  funds  on  the  basis 
of  existing  State  and  local  expenditure.  In  addition,  about  $600  million  a  year 
of  hospital  care  and  other  medical  services  for  public  assistance  recipients  would 
be  met  through  the  social  insurance  system,  rather  than  through  Federal-State 
public  assistance  payments. 

The  pass  on  provision  works  this  way.  Assume  that  a  State's  total  expen- 
diture for  public  assistance  have  been  $100  million — $50  million  of  Federal 
funds  and  $50  million  of  State  funds.  Under  the  bill,  the  new  formulas  might 
entitled  this  State  to  $60  million  in  Federal  funds  on  the  basis  of  its  $50  million 
of  State  fund  expenditure  if  these  were  exactly  maintained ;  this  would  be  an 
increase  of  $10  million  in  Federal  funds.    If  the  State's  total  expenditures  rose 
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to  $110  million — an  increase  of  $10  million — ^the  State  avouM  be  entitled  to  the 
full  $60  million  from  the  Federal  Government  since  it  was  maintaining  its  $50 
million. 

If  the  State's  total  expenditures  only  rose  $5  million — ^to  $105  million — then 
the  State  would  receive  $55  million  in  Federal  funds  even  though  the  new 
matching  basis  might  have  entitled  the  State  to  $58  million  of  Federal  funds, 
since  the  "pass  on"  provision  requires  that  the  increase  in  Federal  funds  can- 
not be  more  than  the  increase  in  total  expenditures — $5  million.  In  any  event, 
to  receive  more  from  the  Federal  Government  than  the  $50  million  previously 
received,  the  State  would  have  to  fully  maintain  its  $50  million  State  fund 
expenditure. 

Assume  that  a  State  had  been  spending  $11  million,  divided  equally  between 
Federal  and  State  funds  and  that  it  continued  to  spend  this  amount  in  the 
future.  Even  though  the  new  matching  formulas  might  indicate  a  larger  Fed- 
eral share  than  50  percent  (or  $50  million),  this  would  not  result  because  the 
State  would  still  have  to  put  up  the  $50  million  that  it  had  previously.  In  other 
words,  there  can  be  no  increase  in  Federal  funds  if  there  is  no  increase  in  total 
expenditures,  and  likewise  the  increase  in  Federal  funds  cannot  exceed  the 
increase  in  total  expenditure. 

Assume  that  another  State  had  been  spending  $100  million,  divided  equally 
between  Federal  and  State  funds.  In  this  State,  however,  because  of  the  avail- 
ability of  the  new  hospital  insurance  program,  the  increase  of  OASDI  benefits, 
et  cetera,  both  the  total  expenditure  and  the  Federal  and  State  expenditures 
all  dropped,  instead  of  increasing.  The  total  dropi)ed  from  $100  to  $90  million, 
and  then  under  the  new  matching  formulas  the  State's  share  decreased  from 
$50  million  to  $43  million  and  the  Federal  share  decreased  from  $50  million  to 
$47  million.  In  this  instance,  although  the  proportion  of  the  Federal  funds 
would  be  higher  than  under  present  law,  there  would  be  no  adjustment  made 
under  the  "pass  on"  provision  since  the  Federal  participation  would  be  lower 
in  dollars  than  for  the  earlier  period. 

Senator  Loxg.  The  next  witness  will  be  Mr.  James  A.  Flynn,  New 
York  Shipping  Association. 

STATEMENT  OF  JAMES  A.  FLYNN,  COUNSEL,  NEW  YORK  SHIPPING 

ASSOCIATION,  INC. 

Mr.  Flyxx.  Mr.  Chairman  and  members  of  the  committee,  my  name 
is  James  A.  Flynn.  I  am  with  the  firm  of  Lorenz,  Finn  &  Giardino 
as  comisel  to  the  Xew  York  Shipping  Association. 

My  remarks  will  also  be  addressed  to  section  303  of  H.R.  6675,  and 
in  many  respects  will  parallel  those  that  Mr.  Dorsett  who  preceded  me 
stated. 

We  are  concerned  that  if  section  303  is  enacted  into  law,  it  will 
result  in  further  extension  of  the  area  of  duplication  of  benefits  which 
has  been  subject  to  question  just  a  few  minutes  ago. 

In  the  time  allotted,  I  would  like  to  summarize  the  reasons  set  forth 
at  greater  length  in  my  written  statement  why  our  Xew  York  Shipping- 
Association  opposes  section  303  in  its  present  form.  It  is  our  view 
that  this  very  important  and  very  drastic  increase  or  change  in  Social 
Security  Act  was  unwisely  inserted  into  the  medicare  program.  We 
feel  it  is  a  subject  properly  of  a  separate  bill.  It  was  inserted  without 
advance  notice  or  hearings  of  any  kind,  and  without  an  opportunity 
for  those  who  were  vitally  interested  in  the  problem  to  be  heard,  as 
the  Senate  has  given  us  the  opportunity  to  be  heard  now. 

We  think  that  if  enacted  it  will  seriously  endanger  the  effectiveness 
of  State  and  Federal  workmen's  compensation  laws  which  have  been 
successfully  developed  over  the  past  50  years. 
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Briefly,  the  present  law  provides  for  a  disability  payment  if  a  per- 
son is  totally  disabled,  totally  and  permanently  disabled,  or  else  the 
disability  is  of  indefinite  duration. 

Section  303  would  drastically  change  that  by  providing  for  disabil- 
ity payments  if  the  total  disability  lasted  for  6  months  or  longer. 
This  is  a  drastic  and  significant  change. 

We  have  reviewed  our  own  records  to  see  the  extent  of  the  duplica- 
tion of  benefits  that  will  result  and  we  have  selected  two  cases  and 
these  were  selected  at  random  to  show  how  this  area  of  duplication 
would  be  enacted. 

In  the  first  case,  and  this  is  an  actual  case,  the  employee  earned 
approximately  $6,000  the  21  months  preceding  his  disability.  Under 
New  York  compensation  law  which  is  about  to  be  increased  to  $60  per 
week  he  would  receive  approximately  $3,120  a  year. 

If  section  303  is  enacted,  he  will  also  receive  a  disability  benefit 
under  the  Social  Security  Act  of  $3,380  for  a  total  benefit  after  the 
first  6  months  of  over  $6,000. 

Now,  on  a  $6,000  salary  a  man  will  pay  approximately  $700  or  $800 
in  taxes — Federal,  State,  and  social  security.  Under  our  example, 
this  individual  would  receive  approximately  a  thousand  dollars  a 
year  in  disability  benefits  from  both  State  and  Federal  in  excess  of 
his  net  take-home  wages  prior  to  disability. 

In  the  second  case  tlie  example  is  even  more  sharply  draAvn  because 
the  employee  is  subject  to  the  Longshoremen's  and  Harbor  Workers' 
Compensation  Act  which  has  a  weekly  benefit  rate  of  $70,  maximum 
weekly  benefit  rate  of  $70. 

In  this  case  the  duplication  of  benefits  would  result  in  the  employee 
receiving  approximately  $1,700  more  in  a  12-month  period  than  his 
net  after  tax  take-home  wages. 

In  its  report  to  the  House  the  House  committee  expresed  its  aware- 
ness of  this  problem  and  it  sought  to  meet  this  problem  by  calling 
for  study  by  the  Social  Security  Administration. 

We  respectfully  submit  that  this  approach  of  legislating  first  and 
then  looking  afterward  is  wrong.  We  think  that  the  Social  Security 
Administration  could  very  quickly  make  a  study  and  come  up  with 
a  fairly  accurate  estimate  as  to  the  amount  of  duplication. 

All  of  the  States'  workmen's  compensation  laws  are  administered 
by  State  agencies  which  keep  records  of  cases  and  the  disability  rates 
and  the  length  of  disability.  We  think  in  the  matter  of  a  few  months 
the  Social  Security  Administration  could  determine  within  a  few 
thousand  dollars  the  exact  extent  of  duplicate  payments  under  both 
laws  that  would  occur.  We  believe  that  this  should  be  done  before 
section  303  is  enacted  and  not  afterward. 

Some  of  the  reasons  why  we  are  opposed  to  section  303  in  its  present 
form : 

For  one  thing  it  would  be  very  expensive.  Using  the  House  com- 
mittee's own  estimates,  the  House  committee  estimated  if  section  303 
were  enacted  approximately  155,000  persons  w^ould  become  im- 
mediately eligible  for  benefits.  If  each  of  these  persons  received  only 
$200  a  month  benefit,  which  is  a  conservative  fi.(?ure  under  the  new 
schedules,  this  would  amount  to  about  $372  million  a  year  the  first 
year.    I  think  this  is  a  considerable  sum.    I  think  wh(^n  you  are  deal- 
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ing  with  figures  this  high  that  the  Congress  should  carefully  consider 
providing  for  at  least  an  offset  to  workmen's  compensation  payments. 

Another  reason  why  we  are  concerned  is  one  touched  on  lightly  by 
Mr.  Dorsett  and  that  is  under  workmen's  compensation  each  em- 
ployer is  taxed  to  pay  for  the  industrial  accidents  and  this  is  always 
according  to  his  experience.  This  provides  a  valuable  incentive  for 
employers  to  take  steps  to  reduce  the  number  of  disabling  accidents 
in  his  employment.  Many  employers  have  spent  a  great  deal  of  time 
and  money  installing  safety  devices  and  conducting  safety  programs, 
all  for  the  purpose  of  minimizing  or  eliminating  the  possibility  of 
disabling  injuries. 

We  think  this  incentive  would  be  largely  removed  if  the  social 
security  disability  benefits  were  duplicated  by  the  States'  workmen's 
compensation  laws. 

Lastly  and  perhaps  of  the  greatest  importance,  we  are  concerned 
about  the  broad  expansion  of  the  Federal  Government  in  this  area. 
This  is  not  a  situation  in  which  States  have  been  remiss  in  their  re- 
sponsibilities as  in  some  other  cases.  All  States  have  workmen's 
compensation  laws,  and  all  have  been  modified  extensively  during  the 
years  as  the  time  has  shown  a  need  for  change. 

To  duplicate  the  benefits  now  provided  by  State  workmen's  com- 
pensation laws  as  section  303  proposes  to  do  would  have  but  one  effect, 
we  think,  on  these  very  carefully  considered  and  developed  programs. 
We  think  the  States  would  themselves  provide  an  offset  for  social  se- 
curity benefit  payments.  Thus  the  burden  and  administration  of 
providing  workmen's  compensation  benefits  in  this  countiy  would  sig- 
nificantly shift  from  the  States  to  the  Federal  Government. 

In  a  recent  speech  at  the  50th  anniversary  symposium  of  the  ]N"ew 
York  State  workmen's  compensation  law,  S.  E.  Senior,  the  highly  re- 
spected chairman  of  the  State  board  summarized  this  concern  as  fol- 
low^s :  He  said : 

It  must  be  conceded  that  expansion  of  the  Federal  disability  insurance  pro- 
gram poses  a  serious  threat  to  the  continued  existence  of  State  workmen's 
compensation  systems. 

Mr.  Senior  also  pointed  out  that — 

no  American  State  contributes  from  public  funds  to  the  payment  of  workmen's 
compensation  benefits.  The  system  is  entirely  supported  by  employer  contri- 
butions ;  in  some  States,  including  New  York  even  the  actual  cost  to  the  State 
of  administering  the  Compensation  Act  is  borne  not  by  the  public  but  by  private 
funds. 

For  these  reasons,  we  respectfully  urge  the  committee  to  take  a 
serious  look  at  this  act  and  to  at  the  minimum  give  it  a  very  careful 
consideration  before  passing  it  into  law. 

Thank  you  very  much. 

(The  prepared  statement  of  Mr.  Flynn  follows :) 

Statement  of  New  York  Shipping  Association,  Inc. 

Mr.  Chairman,  members  of  the  committee,  my  name  is  James  A.  Flynn.  I  am 
with  the  firm  of  Lorenz,  Finn  &  Giardino  of  New  York  City,  counsel  to  the  New 
York  Shipping  Association,  Inc. 

New  York  Shipping  Association  is  composed  of  some  145  members,  including 
American  and  foreign  steamship  lines,  steamship  agents,  contracting  stevedores 
and  other  maritime  employers  operating  in  the  port  of  Greater  New  York. 
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My  remarks  will  be  addressed  solely  to  section  303  of  H.R.  6675.  This  section, 
under  the  guise  of  being  a  relatively  minor  item  in  the  total  medicare  package, 
would  effect  fundamental  and  far-reaching  changes  in  the  social  security  dis- 
ability insurance  program.  If  enacted  into  law,  this  section  will  result  in  the 
further  extension  of  the  area  of  overlapping  and  duplication  of  disability  insur- 
ance benefits  under  the  social  security  program  with  those  now  provided  by  the 
workmen's  compensation  laws  of  the  States  and  the  Federal  Government. 

It  is  the  New  York  Shipping  Association's  view  that  section  303  was  unwisely 
inserted  into  the  medicare  bill  without  adequate  study  of  the  problems  involved, 
without  advance  notice,  and  without  an  opportunity  for  those  vitally  interested 
in  this  problem  to  be  heard.  If  enacted  it  will  seriously  endanger  the  effective- 
ness of  State  and  Federal  workmen's  compensation  laws  which  have  been  success- 
fully developed  over  the  past  50  years. 

iSection  303  consists  of  but  a  few  pages  of  the  294-page  medicare  bill  as  passed 
by  the  House  of  Representatives.  As  described  Tby  the  House  committee,  the 
effect  of  section  303  is  to  "broaden  the  area  of  protection"  afforded  by  the  social 
security  disability  program.  In  order  to  appreciate  fully  what  the  committee 
meant  by  this  statement,  the  following  brief  history  of  the  disability  insurance 
program  under  social  security  is  of  interest. 

The  Social  Security  Act  now  provides  for  disability  benefits  in  the  event  of 
an  impairment  "which  can  be  expected  to  result  in  death  or  be  of  long,  continued 
and  indefinite  duration"  (present  sec.  216(i)  (1)  and  sec.  223(c)(2)).  When 
originally  enacted  into  law  in  1956  ithese  benefits  were  limited  to  persons  50 
years  or  older  and  were  offset  by  any  benefits  received  under  workmen's  com- 
pensation laws.  In  less  than  5  years'  time,  subsequent  amendments  eliminated 
both  the  offset  of  workmen's  compensation  payments  and  the  age  50  requirement, 
and  extended  benefits  to  wives  and  children  of  the  disabled  employee. 

Now  in  yet  another  giant  step,  section  303  proposes  to  redefine  disability  under 
the  Social  Security  Act  "to  mean  a  continuous  period  during  which  an  individual 
was  under  a  disability,  if  such  period  is  of  not  less  than  6  full  calendar  months 
duration."  Under  this  change  any  insured  individual  of  any  age  now  receiving 
workmen's  compensation  benefits  for  a  temporary  total  disability  of  6  months' 
duration  or  more  would  also  receive  substantial  disability  benefits  under  the 
social  security  program.  Although  benefits  from  each  source  are  each  specifically 
designed  to  meet  the  disabled  employee's  needs,  and  thus  are  based  on  a  per- 
centage of  his  gross  wages  prior  to  the  disability,  the  aggregate  of  benefits  from 
each  source,  if  section  303  is  enacted,  could  far  exceed  in  many  cases  the  worker's 
net  take-home  wages  prior  to  the  disability. 

Some  actual  cases  taken  from  the  files  of  the  New  York  Shipping  Association 
show  the  extent  of  duplication  that  could  result  if  section  303  Is  enacted  into 
law  as  now  written  : 

In  the  first  case,  the  employee  earned  approximately  $6,000  in  the  12-month 
period  prior  to  his  disability.  As  a  married  man  without  children  he  would  have 
an  after-tax,  take-home  pay  of  about  $5,200.  As  a  result  of  an  employment  injury 
he  has  been  totally  disabled  for  the  past  13  months.  Under  New  York's  work- 
men's compensation  law,  which  is  about  to  have  its  maximum  weekly  benefit 
rate  increased  to  $60,  this  employee  would  receive  at  the  new  rate,  if  his  dis- 
ability continued,  a  total  of  $3,120  in  disability  payments  during  each  12-month 
period.  If  section  303  becomes  law,  he  would  also  receive  social  security  dis- 
ability benefits  of  about  $3,080  during  each  12-month  period  following  the  initial 
6-month  waiting  period  under  the  Federal  act.  The  total  of  his  State  compen- 
sation and  social  security  benefits  would  amount  to  about  $6,200  over  each  12- 
month  period  of  his  disability,  or  some  $1,000  over  his  net  after-tax  wages  prior 
to  the  disability. 

The  second  case  involves  an  employee  subject  to  the  Federal  Longshoremen's 
and  Harbor  Workers'  Compensation  Act,  which  has  a  maximum  weekly  benefit 
rate  of  $70.  The  employee  earned  approximately  $5,800  in  the  12  months  prior 
to  his  disability.  He  Is  married  with  no  other  dependents  and  would  have  an 
after-tax  take-home  wage  of  about  $5,000.  He  was  injured  in  April  of  1964 
and  has  been  totally  disabled  ever  since,  but  is  expected  to  return  to  work. 
Under  the  Longshoremen's  Act  he  will  receive  a  total  of  $3,640  per  year  during 
his  disability.  If  section  303  is  enacted,  he  will  also  be  entitled  to  receive  about 
$3,080  annually  in  social  security  disability  benefits  after  the  6-month  waiting 
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period,  for  a  total  from  each  source  of  $G,720  or  some  $1,700  in  excess  of  his 
net  take-home  pay. 

In  its  report,  the  House  committee  showed  its  awareness  of  this  concern  over  the 
payment  of  duplicate  benefits  and  sought  to  meet  the  understandable  objections 
that  vrould  be  raised  by  calling  for  a  study  by  the  Social  Security  Administration 
of  the  significance  of  overlapping  benefits  under  the  two  programs.  A  report  is 
to  be  made  to  the  committee  by  December  .31,  1966.  This  study  is  to  include 
recommendations  as  to  whether  any  action  should  be  taken  under  the  Federal 
disability  program  or  under  the  State  workmen's  compensation  program  "to 
control  excessive  payments  in  cases  of  entitlement,  as  well  as  the  effect  of  costs 
to  employers"  (report,  p.  90) . 

We  respectfully  submit  that  this  procedure  of  "legislating  now  and  looking 
later"  is  unwise  and  unnecessary.  A  more  practical  and  far  less  expensive 
approach  is  to  require  the  Social  Security  Administration,  before  section  30.3  is 
enacted  into  law,  to  obtain  information  from  the  various  State  agencies  adminis- 
tering workmen's  compensation  laws  as  to  the  number  of  cases  of  total  disability 
in  each  State  that  exceeded  6  months'  duration.  This  information  should  be 
readily  available  and  w^ould  permit  a  determination  not  only  of  the  number  of 
cases  where  dual  benefits  would  occur,  but  the  amount  of  such  benefits  and, 
therefore,  the  extent  of  overlapping  that  would  take  place  as  between  both  pro- 
grams. We  believe  this  is  a  far  more  judicious  approach  than  to  leap  into  the 
unknown  which  K.R.  6675  proposes  to  do  with  its  serious  potential  for  harming 
existing  workmen's  compensation  systems. 

Why  is  the  New  York  Shipping  Association  and  so  many  others  opposed  to 
section  303  in  its  present  form? 

In  the  first  place,  section  303  will  prove  to  be  enormously  expensive.  Using  the 
House  committee's  own  estimates  as  to  the  number  of  employees  that  will  be 
immediately  eligible  for  coverage  under  this  program,  it  is  reasonable  to  foresee 
section  303  costing  the  social  security  program  about  one-half  billion  dollars  per 
year.  This  cost  will  be  added  on  top  of  the  great  additional  costs  that  will  result 
from  passage  of  the  basic  medicare  program.  At  a  minimum,  a  large  portion 
of  this  cost  can  be  saved  taxpayers  if  section  303  is  amended  to  provide  for  an 
offset  for  vv'Orkmen's  compensation  benefits. 

Second,  the  benefits  developed  under  workmen's  compensation  laws  of  the 
States  were  designed  to  meet  the  needs  of  the  disabled  employee — that  is,  pro- 
viding him  with  income  during  a  period  when  he  is  unable  to  work.  The  amounts 
of  these  weekly  benefits,  payable  under  both  State  and  Federal  laws,  are  set  at 
a  level  to  provide  a  reasonable  income  in  relation  to  his  predisability  earnings, 
taking  into  consideration  the  fact  that  such  benefits  are  not  subject  to  Federal  or 
State  income  taxes.  Also,  in  the  case  of  New  York  at  least,  when  the  cost  of 
living  has  required  an  increase  in  the  maximum  weekly  benefit  the  State  legisla- 
ture has  promptly  responded.  In  fact,  the  New  York  Legislature  is  expected  to 
increase  the  maximum  weekly  benefit  rate  at  this  session. 

This  approach,  which  is  carefully  tailored  to  meet  the  needs  of  the  disabled 
worker  would  be  thrown  all  out  of  kilter  if  section  303  is  enacted.  As  we 
have  shown,  many  employees  would  receive  what  would  amount  to  windfall  pay- 
ments by  the  duplication  of  benefits  from  each  program,  and  the  needed  incentive 
to  return  to  gainful  employment  upon  termination  of  the  disability  would  be 
largely  removed.  Since  disability  benefits  under  the  social  security  program 
would  not  begin  util  the  end  of  the  first  6  months  of  the  disability,  we  predict 
that  the  length  of  temporary  total  disability  compensation  cases  will  significantly 
increase. 

Third,  under  workmen's  compensation  systems  each  employer  is  taxed  to  pay 
for  industrial  accidents  and  disabilities  according  to  his  experience.  This  pro- 
vides a  valuable  incentive  to  employers  to  take  steps  to  reduce  the  number  of 
disabling  accidents  in  their  employment.  Many  employers  have  spent  a  great 
deal  of  time  and  money  installing  safety  devices  and  conducting  safety  programs, 
all  for  the  purpose  of  minimizing  or  eliminating  the  possibility  of  disabling 
injuries. 

However,  the  cost  of  benefits  under  section  303  would  be  borne  by  the  social 
security  program  and  employers  that  took  vigorous  steps  to  reduce  accidents 
would  be  taxed  at  the  same  rate  as  employers  without  safety  programs  or  who 
engaged  in  more  hazardous  employment.    Thus,  section  303  would  destroy  the 
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direct  relationship  which  exists  under  worlsmen's  compensation  laws  between 
accidents,  costs,  and  insurance  premiums. 

Finally,  and  perhaps  of  greatest  importance,  section  303  represents  a  broad 
expansion  of  the  Federal  Government  into  an  area  that  for  many  years  has  been 
adequately  handled  by  the  States.  This  is  not  a  situation  where  the  States  have 
been  remiss  in  their  responsibilities.  All  States  have  workmen's  compensation 
laws  and  these  laws  have  been  the  subject  of  continuing  change  as  experience 
has  shown  the  need  for  modification.  To  duplicate  these  State  benefits — as 
section  303  proposes  to  do — would  have  but  one  effect  on  these  carefully  developed 
programs.  It  would  encourage  States  to  remove  the  possibility  of  duplication 
of  benefits  by  providing  that  such  benefits  be  offset  by  the  amount  of  benefits  re- 
ceived under  the  social  security  program.  Thus,  the  burden  and  administration 
of  providing  workmen's  compensation  benefits  in  this  country  would  significantly 
shift  from  the  States  to  the  Federal  Government. 

In  a  recent  speech  at  the  50th  anniversary  symposium  of  the  New  York  State 
workmen's  compensation  law,  S.  E.  Senior,  the  highly  respected  chairman  of 
the  New  York  State  Workmen's  Compensation  Board,  summarized  this  concern 
over  section  303.    He  said  : 

"It  must  be  conceded  that  expansion  of  the  Federal  disability  insurance  pro- 
gram poses  a  serious  threat  to  the  continued  existence  of  State  workmen's  com- 
pensation systems." 

The  chairman  later  expanded  on  this  as  follows  : 

"In  a  world  which  contains  so  many  socialist  and  welfare  states,  there  seems 
to  be  a  complete  lack  of  appreciation  of  the  solid  free  enterprise  foundationstone 
upon  which  the  workmen's  compensation  system  was  built.  No  American  State 
contributes  from  public  funds  to  the  payment  of  workmen's  compensation  bene- 
fits. The  system  is  entirely  supported  by  employer  contributions  ;  in  vsome  States, 
including  New  York,  even  the  actual  cost  to  the  State  of  administering  the 
Compensation  Act  is  borne  not  by  the  public,  but  by  private  funds." 

For  all  of  these  reasons  we  respectfully  urge  the  committee  to  take  a  long 
hard  look  at  this  very  costly  duplication  of  disability  benefits  that  will  result  if 
section  303  becomes  law.  We  are  convinced  that  in  its  present  form  section  303 
will  seriously  undermine  existing  workmen's  compensation  programs. 

Senator  Long.  Any  questions  ? 
Senator  Douglas.  No  questions. 
Senator  Curtis.  No  questions. 
Mr.  Flynn.  Thank  you  very  much. 
Senator  Long.  Thank  3^ou,  sir. 

The  next  witness  will  be  Dr.  Ira  Leo  Schamberg,  Committee  on 
Social  Security  for  Physicians. 

STATEMENT  OP  DE.  IRA  LEO  SCHAMBEEG,  CHAIEMAN,  COMMITTEE 
ON  SOCIAL  SECURITY  FOR  PHYSICIANS 

Dr.  Schamberg.  Mr.  Chairman,  Mr.  Curtis,  Mr.  Douglas,  Mr. 
Hartke,  my  name  is  Ira  Leo  Schamberg.  I  am  a  physician,  a  derma- 
tologist, in  private  practice  in  Elkins  Park,  Pa.  I  am  assistant  pro- 
fessor of  dermatology  in  the  School  of  Medicine  and  the  Graduate 
School  of  Medicine  of  the  University  of  Pennsylvania.  I  am  a  special 
consultant  to  the  U.S.  Public  Health  Service.  I  am  chief  of  derma- 
tology at  the  Albert  Einstein  Medical  Center  as  well  as  at  a  number 
of  other  hospitals.  As  a  member  of  the  Philadelphia  County  Medical 
Society,  I  have  in  the  past  served  on  the  legislative  and  venereal  disease 
committees  of  this  society.  In  addition,  I  was  elected  to  serve  as  a 
delegate  from  the  Philadelphia  County  Medical  Society  in  the  Penn- 
sylvania State  Medical  Society  and  served  in  this  capacity  from  1961 
to  1963. 
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As  chairman  of  the  Committee  on  Social  Security  for  Physicians, 
which  is  supported  by  and  represents  the  point  of  view  of  many  thou- 
sands of  physicians  throughout  the  country,  I  respectfully  urge  the 
Senate  Finance  Committee  to  leave  intact  the  provisions  for  social 
security  coverage  of  self-employed  physicians  which  was  passed  bv  the 
House  of  Representatives  in  accord  with  the  recommendation  of  the 
House  Ways  and  Means  Committee. 

I  urge  further  that  physician  coverage  be  made  retroactive  by  cov- 
ering self-employed  physicians  for  taxable  years  which  begin  during 
the  year  of  enactment  of  the  pending  legislation ;  and  by  covering  in- 
terns effective  the  first  calendar  quarter  subsequent  to  the  enactment. 

I  am  encouraged  to  believe  that  the  evidence  which  persuaded  the 
House  Ways  and  Means  Committee  and  the  House  of  Representatives, 
both  Democrats  and  Republicans,  to  vote  so  overwhelmingly  in  favor 
of  extending  social  security  to  self-employed  physicians,  will  likewise 
convince  this  committee  of  the  justice  and  wisdom  of  this  legislation. 
^YhQn  I  testified  before  this  committee  in  August  1964,  I  basecl  my 
statement  on  the  amply  demonstrated  facts  that  doctors  of  medicine 
both  need  and  want  social  security  coverage.  The  evidence  for  our 
need  of  such  insurance  will  be  presented  by  Mrs.  Gertrude  Rost,  the 
wife  of  a  physician. 

Evidence  for  the  fact  that  we  physicians  want  social  security  pro- 
tection has  been  demonstrated  over  and  over  again  by  many  statewide 
polls  the  results  of  which  have  been  taken  and  are  set  forth  in  the 
accompanying  table,  which  is  with  the  mimeographed  copy  of  my 
statement. 

You  wall  observe  that  62.5  percent  of  all  the  physicians  voting  are 
in  favor  of  social  security  coverage.  In  1963  as  a  delegate  to  my  State 
medical  society  house  of  delegates  instructing  our  society  to  accept  the 
mandate  of  oiir  poll,  our  State  poll,  and  to  present  and  support  at  the 
next  meeting  of  the  House  of  Delegates  of  the  American  Medical  Asso- 
ciation a  resolution  favoring  social  security  for  physicians. 

The  house  rejected  my  resolution  demonstrating  again  that  the  voice 
of  the  grassroots  is  not  heard  in  the  meeting  halls  of  the  delegates. 
These  proceedings  are  documented  in  a  letter  I  have  here  from  a  physi- 
cian's wife,  which  I  will  be  happy  to  submit  to  the  committee. 

It  is  crystal  clear  that  the  American  Medical  Association  does  not 
represent  the  desires  of  American  physicians  on  this  issue ;  and  cannot 
claim  to  represent  its  members  since  the  association  has  never  taken 
a  national  poll  on  this  question  as  did  the  American  Dental  Asssociation 
and  the  American  Bar  Association,  which  before  their  members  were 
admitted  to  social  security  did  take  such  national  polls. 

Inclusion  of  self-employed  physicians  is  strongly  recommended  in 
the  1965  Report  to  the  President  of  the  Advison^  Council  on  Social 
Security — copy  of  the  significant  section  attached.  ^  This  report  states : 

Self-employed  doctors  of  medicine  should  be  covered  on  tlie  same  basis  as  other 
self-employed  people  now  covered. 

_  The  Council  states  that  it  sees  no  reason  why  self-employed  physi- 
cians should  be  discriminated  against  as  the  only  professional  group 
not  covered  by  social  security.    It  is  further  pointed  out  by  the  Coun- 
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cil  that  social  security  is  not  only  a  mechanism  in  which  a  person 
participates  because  of  the  benefits  he  as  an  individual  expects  to 
receive,  but  it  is  an  institution  through  which  all  Americans  together 
promote  economic  security  by  financing  from  the  contributions  of  all 
a  continuing  income  to  families  w^iose  earning  are  cut  off  by  old  age, 
death,  or  disablem.ent  of  the  worker. 

Like  all  other  Americans,  we  self-employ  physicians  benefit  in 
decreased  taxes  for  welfare  purposes  because  of  the  social  security 
system — but  without  contributing  so  much  as  a  dime.  Also,  the 
Advisory  Council  on  Social  Security  shovv^s  how^  we  have  an  additional 
unfair  advantage  over  other  Americans  in  that  we  need  only  work  in 
a  part-time  salaried  position  for  a  few  years  in  order  to  qualify  for 
retirement  benefits.  Many  older  physicians,  anticipating  retirement, 
do  exactly  this  so  that  they  may  receive  the  benefit  of  a  monthly 
social  security  check.  Since  such  part-time  salaried  employment  us- 
ually represents  only  a  very  small  fraction  of  the  income  of  the 
practicing  physician,  we  obtain  the  advantage  of  the  weighted  benefit 
formula  designed  not  for  us  but  the  truly  low-income  group.  A 
physician  who  qualifies  for  social  security  as  a  result  of  a  few  years 
of  salaried  work  thus  gets  a  disproportionate  and  unfairly  large 
return  in  relation  to  the  contribution  he  makes  to  the  social  security 
system. 

Less  than  a  month  ago  the  policy  planners  of  the  U.S.  Chamber  of 
Commerce  refused  to  accede  to  the  American  Medical  Association 
that  it  oppose  physician  coverage.  Dr.  DuPuy  presented  the  point 
of  view  of  the  American  Medical  Association  and  he  was  answered  by 
Mr.  Marshall,  former  chairman  of  the  chamber's  security  committee. 
Mr.  Marshall  argued  that  social  security  is  not  a  private  insurance 


social  insurance  scheme  to  protect  society  as  a  whole  from  mass  poverty 
and  indigency  in  old  age,  he  pointed  out. 

Finally  then,  I  ask  this  committee  to  consider  objectively  the 
evidence  that  we  physicians  need  and  want  to  be  included  under  social 
security.  I  ask  further  that  you  recognize  the  validity  of  the  state- 
ment made  on  this  subject  in  the  1965  Eeport  of  the  Advisory  Council 
on  Social  Security,  that  until  we  are  brought  under  the  social  security 
umbrella,  w^e  are  freeloaders  who  are  taking  financial  advantage  of 
all  of  the  other  citizens  of  this  country.  Physicians  should  be  in- 
cluded in  the  social  security  system  and  pay  their  share  in  fairness  to 
all  other  American  workers. 
Thank  you  very  much. 
(The  attachments  referred  to  follow :) 
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Results  of  State  medical  society  social  security  polls 


Number  of 

State 

In  favor 

Opposed 

votes  in  AM  A 

House  of 

Delegates 

States  for  social  security  (19): 

California  i.   

635 

372 

21 

Connecticut                               .    .               .    .  _ 

1,391 

504 

3 

Delaware.    .    _  _  

135 

85 

1 

District  of  Columbia    . 

550 

192 

2 

Florida   .   

957 

714 

5 

Maine.   

369 

210 

1 

Massachusetts       ._.  .  .     

3,253 

988 

6 

Michigan  ....                            .  . 

1,781 

1,048 

7 

Missouri  2.__  

277 

148 

4 

New  Jersey 

2, 174 

916 

6 

New  York  3  

24 
9 

Ohio 

4,  095 

2,737 

Pennsylvania...  .    ... 

5, 605 

3, 335 

11 

Rhode  Island  ._          ...  ... 

*70 

430 

1 

South  Dakota  _       .  . 

155 

104 

1 

Utah     .   

322 

188 

1 

Vermont          .      .    ... 

■4  65 

435 

1 

Washington  State  __              .       .  _._  

4  60 

440 

4 

West  Virginia    

436 

237 

2 

Total   -               _          ._.   ...   

5  110 

States  against  social  security  (8) : 

Arkansas...          .  .      

167 

596 

2 

496 

ooy 

Q 

Illinois               -  .   . 

2,  790 

3,301 

11 

Indiana  2                                            .  .  

181 

246 

5 

Minnesota  .    ...  . 

817 

1,030 

4 

Oklahoma.-  .  .      

446 

761 

2 

Virginia                   .  __.  

4  38 

4  62 

3 

Wisconsin  .    .  

854 

870 

4 

Total  

34 

1  A  1-in-lO  poll  by  Honest  Ballot  Association. 

2  A  l-in-S  poll  by  Honest  Ballot  Association, 

3  Based  on  county  society  polls  and  State  society  resolutions. 

4  Percent. 

5  A  clear  majority  of  the  202  votesin  the  AM  A  House  of  Delegates. 

Note.— The  remaining  State  medical  societies,  which  represent  58  votes  in  the  AMA  House  of  Delegates, 
have  not  held  social  security  polls. 


The  Status  of  the  Social  Security  Program  and  Recommendations  foe  Its 

Improvement 


Report  of  the  Advisory  Council  on  Social  Security,  Washington  1965 


11.  doctors  of  medicine 

Self-employed  doctors  of  medicine  should  he  covered  on  the  same  Msis  as  other 
self-employed  people  now  covered,  and  interns  should  he  covered  on  the  same 
hasis  as  other  employees  ivorking  for  the  same  employer 

Self-employed  physicians,  numbering  about  170,000,  are  the  only  professional 
group  whose  self -employment  income  is  not  covered  under  social  security.  The 
Council  sees  no  reason  why  this  dscriminatory  treatment  should  be  continued. 
There  are  no  technical  or  administrative  barriers  to  the  coverage  of  doctors. 
Nor  is  there  any  question  that  many  doctors  have  a  need  for  coverage  as  great  as 
that  of  other  professional  self-employed  people.  A  provision  for  covering  self- 
employed  doctors  was  approved  by  the  House  of  Representatives  in  1964. 
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Apparently  physicians  have  been  excluded  up  to  now  because  spokesmen  for 
the  profession  have  indicated  opposition  to  coverage.  The  Council  believes 
that  the  wishes  of  a  particular  group  are  not  a  suflBcient  basis  for  the  continued 
exclusion  of  the  group.  Social  security  is  not  only  a  mechanism  in  which  a  per- 
son participates  because  of  the  benefits  he  as  an  individual  expects  to  receive. 
It  is  an  institution  through  which  all  Americans  together  promote  economic 
security  by  financing,  from  the  contributions  of  all,  a  continuing  income  to 
families  whose  earnings  are  cut  off  by  the  old  age,  death,  or  disablement  of  the 
worker.  Physicians,  like  all  other  Americans,  benefit  in  general  tax  savings 
and  in  other  ways  from  the  prevention  of  dependency  through  social  security. 
Like  other  Americans,  they  should  share  in  its  support.  In  fact,  failure  to 
cover  the  self -employment  income  of  physicians  has  the  effect  that  many  of  them 
have  an  unfair  advantage  under  the  program,  since  it  is  possible  for  them  to 
acquire  insured  status  through  working  for  a  time  in  covered  employment,  and 
then,  because  those  who  do  so  have  low  average  monthly  earnings  under  the 
program,  they  get  the  advantage  of  the  weighted  benefit  formula  that  is  in- 
tended for  low-income  people.  Thus  many  of  those  who  do  qualify  get  a  very 
large  return  in  relation  to  the  contributions  they  pay,  in  comparison  with  self- 
employed  people  who  spend  all  of  their  working  lifetimes  in  covered  work. 

The  present  exclusion  from  social  security  coverage  of  interns  employed  by 
hospitals  is  closely  related  to  the  exclusion  of  self-employed  physicians.  The 
Council  believes  that  when  self-employed  physicians  are  covered,  coverage  should 
be  extended  to  interns  on  the  same  basis  as  that  on  which  coverage  is  now  made 
available  to  other  employees  of  hospitals. 

Senator  Douglas.  Doctor,  I  am  much  interested  in  the  results  of 
these  polls  that  you  give  in  the  appendix  to  your  testimony.  Do  you 
want  to  have  those  made  a  part  of  your  testimony  ? 

Dr.  ScHAMBERG.  Yes,  indeed ;  I  do. 

Senator  Douglas.  You  say  that  these  are  the  results  of  State  medi- 
cal society  social  security  polls.  Were  these  taken  by  the  State  medi- 
cal societies  ? 

Dr.  ScHAMBERG.  In  most  cases,  Senator  Douglas.  In  a  few  cases  a 
poll  was  taken  by  the  Honest  Ballot  Association  which  I  understand 
is  a  very  reputable  organization  with  no  bias,  and  there  is  one  other 
exception  and  that  is  in  New  York  State.  Many  county  medical 
societies  in  New  York  State  took  individual  resolutions,  in  some  cases 
polls,  and  the  vast  majority  of  those  resolutions  and  polls  favored 
social  security  and  for  that  reason  we  feel  that  even  though  we  don't 
have  numbers  it  is  proper  to  place  New  York  State  in  the  category  of 
the  States  whose  physicians,  the  majority  of  whose  physicians,  wish 
social  security. 

Senator  Douglas.  This  is  a  very  important  point  and  I  would  like 
to  go  into  the  question  of  these  polls  in  some  detail. 

I  notice  that  in  California  you  say  this  was  a  poll  by  the  Honest 
Ballot  Association,  taking  1  name  out  of  every  10,  is  that  true  ?  In 
other  words,  it  was  a  sampling  poll  ? 

Dr.  ScHAMBERG.  Yes,  sir. 

Senator  Douglas.  And  that  seems  to  be  indicated  by  the  fact  that 
the  total  number  of  votes  w^as  about  1,100,  and  in  a  State  of  IT  million, 
you  would  normally  expect  to  have  somewhere  around  15,000  to  17,000 
physicians.  And  similarly  in  Missouri  this  is  stated  to  be  a  1  in  5 
poll  by  the  Honest  Ballot  Association. 

Do  I  understand  that  all  the  other  polls  are  pollls  taken  by  State 
societies  ? 

Dr.  ScHAMBERG.  You  Understand  correctly,  Senator  Douglas. 
Senator  Douglas.  No,  have  you  tabulated  the  total  votes  in  favor 
as  opposed  to  the  total  votes  opposed  in  all  the  States  ? 
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Dr.  ScHAMBERG.  I  believe,  but  I  cannot  be  certain  at  tliis  moment, 
that  the  total  votes  in  favor  constitutes  621/2  percent  of  all  those  voting 
in  these  State  polls. 

Senator  Douglas.  Xow,  on  these  State  society  polls,  have  3^011 
examined  the  procedure  in  detail  there  ? 

Dr.  ScHAMBERG.  Frankb,?-,  only  in  my  own  State.  Our  State  medical 
society  in  Pennsylvania  held  two  polls,  and  in  each  of  those  a  post 
card  was  mailed  to  every  member  of  the  State  society  on  which  he  was 
asked  to  indicate  his  feelings. 

Senator  Douglas.  Was  that  a  secret  ballot  or  do  the  doctors  who 
voted  sign  their  names  ? 

Dr.  ScHAMBERG,  I  sliould  kuow  the  answer  to  that  but  that  was 
several  years  ago. 

Senator  Douglas.  There  is  a  very  important  question. 

Dr.  ScHA]vrBERG.  I  think  I  may  have  some  answer  here.  This  is 
a  letter  from  the  David  M.  Small,  the  administrative  assistant  of  the 
Pennsylvania  Medical  Society,  this  is  a  letter  dated  April  28  of  this 
year  to  the  wife  of  an  New  Jersey  physician  in  replying  to  her  letter 
requesting  information.    He  says: 

The  last  poll  of  the  membership  on  this  issue  was  conducted  in  1961  at  the 
direction  of  our  house  of  delegates.  Cards  were  mailed  to  the  then  10,350 
active  members  of  the  society,  and  a  total  of  8,636  physicians  replied. 

I,  of  course,  received  one  of  these  post  cards.  I  honestly  cannot 
recall  whether  I  signed  my  name. 

Senator  Douglas.  Well,  my  memor}^  is  imperfect  on  this  but,  as  I 
remember,  the  poll  of  the  Illinois  societ}^  was  one  in  which  the  physi- 
cians identified  themselves. 

Dr.  ScHAMBERG.  I  might  say  

Senator  Douglas.  Is  a  representative  of  the  Illinois  society  here? 
Does  anyone  wish  to  speak  to  that  ? 

Mrs.  RosT.  I  think  in  Illinois,  if  I  am  informed  correctly,  the  cards 
were  numbered  or  something  so  if  the  State  society  wanted  to  identify 
the  physicians  they  can  do  it.  But  they  did  not  have  to  sign  their 
names.    In  most  cases  it  was  an  anonymous  poll. 

In  iSTew  Jersey,  for  instance,  I  know  that  it  was.  But  I  think  in 
Illinois  the  cards  that  were  sent  out  could  be  identified  if  one  wanted 
to  by  some  means. 

Senator  Douglas.  That  is  my  memor3^  and  if  my  memory  serves 
me  also  there  had  been  a  previous  poll  by  the  Honest  Ballot  Associa- 
tion which  instead  of  showmg  a  majority  against  showed  a  majority 
in  favor  of  coverage. 

Mrs.  RosT.  This  was  taken  before  the  Illinois  State  Society  poll 
and  shows  the  spontaneous  reaction  of  the  physicians. 

Senator  Douglas.  I  am  going  to  ask  that  a  copy  of  what  purports 
to  be  a  certification  by  the  Honest  Ballot  Association  dated  May  23, 
1960,  be  included  in  the  record  at  this  point,  and  I  would  like  to  read 
the  salient  passages  here.  It  is  signed  by  George  J.  Abrams,  executive 
secretary.  Committee  on  Labor  Elections  of  the  Honest  Ballot 
Association. 

I  hereby  certify  that  11.942  ballots  were  mailed  as  certified  to  us  by  the  U.S. 
Post  Office  Department  and,  of  these.  5.967  ballots  were  returned  untabulated. 

I  further  certify  that  the  following  is  true  and  accurate  count  as  taken  from 
the  5,967  ballots  as  to  the  outcome  of  the  vote. 
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The  question,  Should  physicians  be  included  in  the  Federal  social  security 
program?    Yes,  3,964.    No,  1,962.    Blank,  41. 

I  further  certify  that  of  those  voting  a  majority  requested  that  physicians 
be  included  in  the  Federal  social  security  program, 

indicating  approximately  a  2  to  1  vote. 

Whereas  tlie  poll  by  the  State  medical  society  shows  3,301  opposed 
and  2,780  for,  a  vote  of  about  5  to  4  against. 

When  this  issue  was  before  the  committe  last  year,  I  only  knew  of  the 
poll  by  the  State  medical  society  and  I  then  voted  in  committee  against 
the  inclusion  of  physicians.  Later  the  poll  by  the  Honest  feallot 
Association,  which  had  not  been  introduced  as  evidence,  came  to  my  at- 
tention, and  as  a  result,  although  there  was  not  a  rollcall,  I  voted  for 
the  inclusion  on  the  floor  of  the  Senate. 

Now,  do  you  say,  therefore,  that  over  60  percent  of  the  physicians 
polled  in  these  various  studies  have  voted  for  inclusion  imder  social 
security  ? 

Dr.  ScHAMBERG.  Yotcd  for  compulsory  inclusion. 
Senator  Douglas.  Compulsory  inclusion  ? 

Dr.  ScHAMBERG.  Might  I  say,  Senator  Douglas,  that  the  Pennsyl- 
vania State  Medical  Society  and  its  house  of  delegates  has  been  uni- 
formly, throughout  the  years,  very  violently  opposed  to  coverage  of 
physicians  under  social  security  ? 

Senator  Douglas.  And  yet  you  say  

Dr.  ScHAMBERG.  I  am  referring  to  your  question  as  to  whether  or 
not  we  signed  the  postcard  ballots.  I  would  say  knowing  the  State 
society  was  so  opposed,  if  any  man  were  concerned  at  idenifying  him- 
self as  being  not  in  concert  with  the  State  society  he  would  be  afraid  to 
sign  that  he  favored,  and  would  not  be  afraid  to  sign  that  he  did  not 
favor  social  security  for  physicians. 

Senator  Douglas.  This  is  the  point  I  am  trying  to  establish.  It  is 
well  known  that  the  hierarchy  in  the  American  Medical  Association 
and  in  most  of  the  State  associations  is  opposed  to  compulsory  inclu- 
sion under  Federal  social  security,  and  the  question  which  I  want  to 
raise  is  whether  there  were  identifying  marks  on  the  polls  taken  by  the 
State  associations  which  might  make  individual  doctors  fearful  of 
voting  for  inclusion. 

Can  you  furnish  for  the  record  copies  of  the  ballot  taken  in  Pennsyl- 
vania and  make  a  summary  of  the  form  of  the  poll  in  other  States? 
I  think  in  all  fairness  copies  of  the  statement  I  am  requesting  should 
be  made  available  to  the  American  Medical  Association  so  that  they 
ma V  make  any  reply  which  they  deem  proper. 

Dr.  ScHAMBERG.  I  have  here  a  copy  of  the  latest  poll  taken  in  the 
State  of  Pennsylvania,  but  as  I  understand  it  you  would  like  

Senator  Douglas.  This  is  April  28, 1965. 

N'ow,  this  seems  to  be  a  poll  from  the  Pennsylvania  Medical  Society. 
The  results  differ  somewhat  from  yours.  What  is  the  distinction 
between  covered  and  noncovered  ? 

Dr.  ScHAMBERG.  Many  physicians  who  have  part-time  employment, 
salaried  employinent  are  covered  by  social  security. 

Senator  Douglas.  I  see. 

Then  this  report,  under  date  of  April  28, 1965,  only  a  few  days  ago, 
signed  by  David  H.  Small,  administrative  assistant,  Pennsylvania 
Medical  Society,  states  that  there  were  in  favor  4,729,  opposed  3,730, 
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or  55  percent  in  favor,  43  percent  against,  1.7  percent,  no  opinion. 
Your  results  seem  to  siiow  5,605  in  favor,  3,335  against.  And  I  am 
going  to  ask  that  this  letter,  which  purports  to  be  from  the  Pennsyl- 
vania Medical  Society,  be  included  in  the  record. 

I  think  this  is  veiy  significant  testimony  because  it  comes  from  the 
association  which  is  officially,  I  take  it,  opposed,  yet  it  reports  a  poll 
of  its  members  in  favor, 

(The  letter  referred  to  follows :) 

Pennsylvania  Medical  Society, 

Harrishurg,  Pa.,  April  28, 1965. 

Mrs.  Erna  M.  Laves, 

102  Connett  Place,  South  Orange,  N.J. 

Dear  Mrs.  Laves  •  Since  I  work  closely  witti  our  policymaking  bodies  within 
whose  primary  area,  your  question  falls,  Mr.  Perry  lias  asked  me  to  answer  your 
recent  inquiry  concerning  our  position  on  the  inclusion  of  self-employed  phy- 
sicians under  social  security.  You've  also  asked  for  the  results  of  the  poll  of 
the  membership  which  was  conducted  on  this  question. 

The  last  poll  of  the  membership  on  this  issue  was  conducted  in  1961  at  the 
direction  of  our  house  of  delegate's.  Cards  were  mailed  to  the  then  10,350 
active  members  of  the  society,  and  a  total  of  8,636  physicians  replied.  Of  these 
replies,  39  could  not  be  classified  because  of  incomplete  answers.  The  results 
of  the  poll  were  as  follows : 


Present  status 

In  favor 

Opposed 

No  opinion 

Total 

Covered   

1,407 
3,271 
51 

1,255 
2, 428 
37 

99 
49 
0 

2,  761 
5,748 
88 

Not  covered   -   

Total-  

4,729 
55.1 

3,720 
43.2 

148 
1.7 

8,  597 
100,1 

Percentage  

In  1963,  the  House  of  Delegates  considered  the  following  resolution : 
''Resolved,  That  the  House  of  Delegates  of  the  Pennsylvania  Medical  Society 
instruct  the  delegates  from  the  Pennsylvania  Medical  Society  to  the  House  of 
Delegates  of  the  American  Medical  Association  to  present  and  support  at  the 
next  meeting  of  the  House  of  Delegates  of  the  American  Medical  Association  a 
resolution  favoring  compulsory  social  security  for  physicians." 
The  house  voted  to  reject  this  amendment. 
Sincerely, 

David  H.  Small, 
Administra five  Assistant. 

Senator  Douglas.  Do  vou  have  any  more  evidence  on  this  point? 
(See  pp.  962,  963.) 

Dr.  ScHAMBERG.  I  feel  that  there  is  absolutely  no  question,  based 
both  on  State  polls,  based  on  a  recent  1965  poll  carried  out  by  a  medical 
magazine  known  as  Medical  Economics. 

Senator  Douglas.  You  never  mentioned  that  before,  the  poll  by 
Medical  Economics.  That  was  not  included  in  your  body  of  your 
testimony.    I  would  like  to  hear  about  that. 

Dr.  ScHAMBERG.  I  Avould  be  very  happy  to  submit  this  for  the  rec- 
ord. This  is  1965.  A  sampling  was  requested  by  Medical  Economics, 
saying,  "Do  you  already  have  some  social  security  coverage  as  a  re- 
sult of  past  or  present  employment?  Yes,  53.5  percent.  Xo,  38.3. 
Don't  know,  8.2. 

"If  you  already  have  some  coverage,  some  social  security  coverage, 
how  do  you  feel  about  it." 
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Of  those  \y1io  responded,  47.8  percent  stated  that  they  were  glad  to 
have  it  and  wanted  more;  33.5  percent  said  they  were  glad  to  have  it 
but  did  not  want  any  more.  Adding  those  two  figures  81.3  percent  of 
the  physicians  who  had  some  social  security  coverage  were  glad  that 
they  had  it.  The  other  two  categories  were  "Would  prefer  not  to 
have  coverage,"  16.7,  and  "Mixed  feelings,  2  percent." 

Senator  Douglas.  What  about  those  who  were  not  covered,  the  inde- 
pendent practitioners  ? 

Dr.  ScHAMBERG.  Tliis  is  interestingly  difficult.  The  question  was 
asked,  'Tf  you  do  not  already  have  some  social  security  coverage  do 
you  want  coverage  for  yourself  ?"  50.4  percent,  just  over  a  majority, 
said  "Yes;"  28.6  percent  said  "No;"  11  percent  were  undecided. 

Senator  Douglas.  Would  you  have  copies  of  that  made  and  submit- 
ted for  the  record  ? 

Dr.  ScHAMBERG.  I  will  be  happy  to  submit  this  now. 

Senator  Douglas.  Very  good. 

Mr.  Chairman,  I  request  that  this  be  made  a  part  of  the  record. 
(The  information  referred  to  follows :) 

[Medical  Economics,  Mar.  8,  1965] 
Social  Security  Now? 

most  self-employed  m.d.'s  already  have  some 

"Do  you  already  have  some  social  security  coverage  as  a  result  of  past  or 
present  employment?" 

Percent 


Yes  53.5 

No  38.3 

Don't  know   8.2 

"If  you  already  have  some  coverage,  how  do  you  feel  about  it  ? 

Glad  to  have  it,  want  more  47.  8 

Glad  to  have  it,  don't  want  more  33.  5 

Would  prefer  not  to  have  coverage  16.  7 

Mixed  feelings   2.  0 


Source:  medical  economics'  survey  of  self-employed  M.D.'s,  1965. 

"I  still  feel  that  Congress  may  amend  the  Keogh  Act  to  provide  more  favorable 
retirement  benefits  for  self-employed  doctors.  Once  we  accept  social  security, 
that  possibility  is  gone." 

"We'll  never  get  to  use  it.  Most  of  the  physicians  in  small  towns  will  never 
get  to  use  their  social  security  (if  they  have  it)  because  of  the  shortage  of 
physicians  and  the  unwillingness  of  most  practitioners  to  quit  working  when 
their  patients  still  need  them." 

"We  conservatives  are  licked,  so  we  might  as  well  go  along  with  socialism 
until  the  majority  becomes  intelligent  enough  to  kick  it  out." 

"With  my  family,  social  security  would  be  worth  $50,000  in  insurance." 

"It  seems  impractical,  if  not  unjust,  for  the  Government  to  exempt  a  special 
group  from  laws  that  apply  to  everyone  else." 

"An  M.D.  in  his  early  70's  died  recently.  At  one  time  he  had  been  well-fixed 
financially,  but  he  died  broke,  and  our  county  medical  society  had  to  bury  him. 
Social  security  would  have  been  a  Godsend  for  this  man." 


THE  OUTS  WANT  IN  BUT  JUST  BARELY 

"If  you  do  not  already  have  some  social  security  coverage,  do  you  want 
coverage  for  yourself?" 

Percent 

Yes  50.4 

No  38.  6 

Undecided  11.  0 
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CONSENSUS  :  it's  coming,  like  it  or  not 


"Regardless  of  whether  you  favor  or  oppose  social  security  coverage  for  all 
self-employed  M.D.'s,  do  you  believe  they  will  be  included  in  the  social  security 
program?" 


Senator  Douglas.  Do  you  know  something  about  Medical  Eco- 
nomics ?    How  would  you  characterize  it  g-enerally  ? 

Dr.  ScHAMBERG.  Medical  Economics  is  a  journal  which  appears 
twice  a  month  or  every  2  weeks  dealing  with  the  medical  coeconomic 
side  of  medicine.  It,  I  feel,  is  a  very  honest  mag-azhie,  it  goes  free 
to  every  practicing  physician  in  the  country. 

Senator  Douglas.  Free  ? 

Dr.  Schamberg.  Free. 

Senator  Douglas.  Who  bears  the  cost  ? 

Dr.  Schamberg.  The  costs  are  paid  by  the  advertisers,  and  since 
the  drug  advertisers  are  more  interested  in  advertising  in  a  journal 
read  by  many  physicians.  Medical  Economics,  vath  its  excellent  staff 
proves  of  great  interest  to  the  majority  of  the  physicians  I  know,  and 
to  myself. 

Senator  Douglas.  What  board  runs  it  ? 
Dr.  Schamberg.  It  is  published  in  Oracle],  N.J. 
Senator  Douglas.  Is  it  a  private  organization  ? 
Dr.  Schamberg.  I  believe  so. 

Senator  Douglas.  And  if  the  income  exceeds  expenditure  who  gets 
the  net  profits  ? 

Dr.  Schamberg.  I  certainly  do  not.    And  I  don't  know. 

Senator  Douglas.  I  know  you  don't.  But  I  mean  do  you  know  who 
does  ? 

Dr.  Schamberg.  I  really  do  not  know. 

Senator  Douglas.  Has  it  been  regarded  as  a  radical  crusader  for 
coverage  of  physicians  under  social  security  ? 

Dr.  Schamberg.  Definitely  not,  Mr.  Douglas.  In  fact,  like  the 
letters  in  pages  in  Time,  they  are  equally  accused  of  being  to  the  right 
and  to  the  left. 

Medical  Tribune  is  another  tabloid  type  of  newspaper  sent  at  no 
charge  to  all  physicians,  and  their  nationwide  poll,  based  on  scientific 
sampling  of  possibly  2  years  ago,  agreed  with  the  poll,  with  the  two 
polls,  the  Medical  Economics  that  most  doctors  of  medicine  want  to 
be  included  under  social  security. 

Senator  Douglas.  Would  you  submit  that  for  the  record  ? 

Dr.  Schamberg.  I  certainly  will. 

(The  material  submitted  follows :) 

(Telegram  subsequently  received  from  Committee  on  Social  Security  for 
Physicians,  510  Madison  Avenue,  New  York,  N.Y.,  giving  the  following  informa- 
tion regarding  the  poll  of  Medical  Tribune:  Medical  Tribune  poll  conducted 
July  24,  1961.  This  was  a  nationwide,  scientific  cross  section  including  physi- 
cians from  all  areas  of  the  United  States.  All  major  types  of  practice,  urban, 
rural  and  suburban  communities.  Poll  was  anonymous  ;  57.7  percent  voted  yes 
with  heavier  banking  by  physicians  over  RP.    Documentation  follows.) 


Percent 


Yes  

No  

No  opinion. 


64.1 
17.  9 
18.0 
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[From  Medical  Tribune,  July  24,  1961  ]i 

Tribune  Pulse  of  Medicine  Repoet — 57.7  Percent  of  Physicians  Vote  "Yes" 
ON  M.D.  Social  Security  Coverage 

Social  security  coverage  for  self-employed  physicans  is  favored  by  57.7  percent 
of  tile  1,220  physicians  who  participated  by  responding  to  a  Medical  Tribune 
Pulse  of  Medicine  poll  on  the  issue.  A  total  of  5,000  physicians  in  private 
practice  received  Pulse  questionnaries  to  express  their  views.  They  represent 
a  national  cross  section  of  Medical  Tribune  readers — physicians  in  all  areas  of 
the  United  States,  in  all  major  types  of  practice,  and  in  urban  and  suburban 
as  well  as  rural  communities. 

The  poll  was  completed  during  the  week  that  the  American  Medical  Associa- 
tion's House  of  Delegates  voted  147  to  29  against  compulsory  inclusion  of  physi- 
cians and  rejected  (in  a  separate  vote)  a  resolution  asking  for  a  nationwide  poll 
of  physicians. 

A  summary  of  the  poll's  result  according  to  age,  community,  and  practice 
appears  on  page  24. 


Heavier  backing  for  social  security  coverage  comes  from  physicians  40  and 
and  over  rather  than  those  under  40,  and  from  urban  and  suburban  rather  than 
rural  M.D.'s. 

Among  specialty  groups,  only  surgeons  are  opposed  by  a  majority  vote.  Less 
than  half  want  coverage,  in  contrast  with  more  than  70  percent  of  dermatologists 
and  psychiatrists. 

Geographically,  proponents  are  most  numerous  in  the  Northeast,  least  numerous 
in  the  South. 

Offered  a  choice  of  statements  about  social  security,  many  gave  multiple 
answers  but  half  agreed  that  all  professional  people  should  be  covered;  two- 
fifths,  that  retirement  is  an  individual  problem ;  two-fifths  that  social  security 
is  actuarially  unsound. 

About  one-fifth  think  that  social  security  for  physicians  would  be  a  step  toward 
socialized  medicine;  less  than  one-tenth,  that  the  social  security  idea  is  good 
but  not  for  physicians. 

Information  made  available  by  medical  organizations  and  journals  was  cited  by 
just  over  half  as  a  major  influence  in  helping  them  reach  their  conclusions. 
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Patterns  of  Comment 

''Do  you  favor  exteyision  of  social  security  coverage  to  self-employed  physicians?" 

Nearly  oS  percent  do,  and  many  agree  with  a  District  of  Columbia  GP :  "In 
my  opinion,  there  is  no  valid  reason  for  exclusion  of  physicians."  Others  say, 
in  the  words  of  a  Pennsylvania  internist,  that  extension  is  ""Long  past  due." 

A  Missouri  GP  wonders  "how  many  M.D.'s  say  'No'  to  this  but  hold  on  to 
salaried  jobs  to  insure  their  inclusion." 

One  frequently  repeated  reason  for  approval  is  expressed  by  an  Illinois  sur- 
geon :  "Thai  which  applies  to  90  percent  plu5  of  our  country  should  apply  to  all." 
Closely  allied  is  the  view  that  "social  security  is  here  to  stay — we  might  as  well 
cniir  trying-  to  be  martyrs"  i  a  Michigan  psychiatrist  k 

Equally  representative  is  the  attitude  of  an  Indiana  GP :  "We  pay  for  it  any- 
how— why  cut  our  own  throats?" 

Retirement  benefits  seem  less  important  than  other  aspects  of  protection,  in 
the  opinion  of  a  sizable  group.  For  example,  help  in  event  of  disability  is  men- 
tioned by  several,  including  this  Alabama  internist :  "While  the  retirement  bene- 
fits may  be  of  questionable  profit,  there  is  little  doubt  that  disability  benefits  are 
exceedingly  worthwhile." 

DEATH  BEXEFITS  VALUED 

Many  others  emphasize  death  benefits.  A  Maine  specialist  writes  :  "Retire- 
ment is  not  the  problem  of  social  security  for  physicians — it  is  the  protection 
offered  to  the  physician's  family  that  is  all-important  *  *  *  because  of  the  early 
mortality  of  physicians."  and  an  Illinois  surgeon  believes  that  "the  death  bene- 
fits provision  alone,  although  only  for  a  physician  with  a  young  family,  more 
than  makes  the  whole  social  .security  program  advantageous." 

Concern  over  older  physicians  is  a  recurrent  theme.  A  Wisconsin  GP  says : 
"I  know  of  many  elderly  physicians  who  are  just  barely  existing,  and  if  they 
had  social  security  they  could  retire  and  not  worry  where  the  next  nickel  is 
coming  fi'om." 

The  issue  of  voluntary  versus  compulsory  coverage  was  raised  by  more  than 
60  physicians.  Four  did  not  check  either  "Yes"'  or  "No"  but  indicated  they  would 
favor  coverage  if  voluntary.  (A  Colorado  specialist  writes:  "I  feel  that  social 
security  should  be  made  available  to  physicians — not  compulsory.")  Twelve 
checked  "No."  with  remarks  similar  to  this  comment  from  an  Arkansas  special- 
ist :  "Not  on  a  compulsory  basis — only  on  a  voluntary  basis."  Forty-five  who 
checked  "Yes"  qualified  their  choice  as  did  a  West  Virginia  internist :  "On  a 
voluntary  basis  only."' 

TAX-DEDUCTIBLE  SAVINGS 

References  to  plans  permitting  tax-deductible  savings  for  retirement  were  also 
frequent,  and  came  from  both  proponents  and  opponents  of  social  security  cover- 
age. A  Michigan  GP.  for  example,  favors  extension  of  coverage  to  physicians  but 
adds  :  "However.  Keogh  bill  is  preferable."  and  many  opponents  agree  with  a 
Massachusetts  specialist :  "I  favor  tax  deduction  for  a  retirement  fund." 

Among  the  42.-3  percent  opposed  to  social  security  coverage  is  the  Michigan 
specialist  who  says.  "Want  to  stand  on  my  own  feet  till  I  die,"  and  this  stress  on 
individual  responsibility — ^plus  dislike  of  Government  action — characterizes  a 
great  segment  of  comments. 

A  Pennsylvania  sTirgeon  thinks  "the  less  of  earned  or  invested  income  handed 
to  Federal  Government,  the  better  for  the  United  States"  ;  a  Virginia  GP  believes 
"the  Government  does  not  owe  everyone  a  living,"  and  a  Texas  GP  is  convinced 
that  "anything  the  Federal  Government  manages  is  wasteful  and  unprofitable." 

PEESOXAL  RESPOXSIBILITY 

In  the  opinion  of  a  New  Jersey  urologist.  "Man  reaches  his  highest  degree  of 
productivity  and  achievement  by  assumption  of  responsibility.  When  he  passes  on 
responsibility  to  government,  he  loses  his  self-respect,  independence,  ambition." 

To  many  who  do  not  favor  extension  of  coverage  to  physicians,  "social  security 
as  it  is  now  administered  is  socialism"  i  an  Iowa  specialist).  A  Tennessee 
specialist  is  "opposed  to  all  forms  of  socialism."  and  a  Pennsylvania  GP  believes 
"physicians  should  continue  to  show  their  dislike  toward  America's  drift  toward 
a  socialistic  state  even  though  they  forgo  a  few  dollars  to  be  doled  out  from  an 
imsound  scheme." 
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The  effect  on  coming  generations  is  also  given  as  a  reason  for  opposition.  "At 
my  age,"  writes  a  California  GP  who  is  over  65,  "younger  people  will  have  to 
carry  the  load,"  and  he  adds  that  the  amount  they  will  have  to  pay  "will  be  all 
out  of  proportion  to  the  benefits  they  will  receive." 

Some  see  support  of  social  security  for  physicians  as  illogical :  "Accepting  it 
while  fighting  King-Anderson,  McNamara,  Kennedy,  et  al.,  would  be  paradoxical" 
(a  California  urologist). 

''Which  of  the  following  statements  do  you  agree  withT' 

"The  social  security  idea  is  good,  hut  not  for  physicians." 


DO  YOU  FAVOR  EXTENS50N  OF  SOCIAL  SECUiliTY  COVERAGE 
TO  SELF-EIVIPLOYED  PHYSiCIMiSf 


Yes 

AH  pafticipants 

42.3% 

M.D.S  under  40 

44.2%  ■  iv:. 

■  SS.8% 

F^.D4J  40-65 

63.0% 

■  % 

M.D.sover65 

S4.0% 

36.0% 

54.7% 

r  4S.3% 

urban 

59.7% 

40.3% 

suburban 

59.7% 

40.3% 

rural 

40.8% 

59.2% 

internists 

65.9% 

■  34.1% 

dermatologists 

75.0% 

25.0% 

surgeons 

4a.6% 

:.:.■..>:-.;.■  Si.4% 

ob-gyn 

58,8% 

41.2% 

psychiatrists 

7i.9% 

28.1  % 

pediatricians 

53.6% 

46.4%  • 

radioiog'^sts 

53.1  % 

46.9% 

Although  relatively  few  (7.3  percent)  checked  this  statement,  their  chief  objec- 
tion is  voiced  by  many  others  in  comments  :  "Probably  good  if  retire  at  -age  of 
65,  but  because  physicians  tend  to  work  beyond  the  age  of  65,  no  benefit  for 
physicians"  (a  Minnesota  radiologist). 

Restrictions  on  earnings  of  social  security  recipients  are  mentioned  again  and 
again  by  opponents  as  well  as  proponents  of  coverage.  An  Ohio  surgeon  favors 
extension  to  M.D.'s  "but  not  if  it  means  retirement  to  obtain  it,"  and  a  Massachu- 
setts specialist  does  not  favor  the  plan  because  "at  the  age  of  65  I  shall  not  be 
able  to  retire  on  social  security  coverage.  *  *  *  The  restrictions  on  earning 
money  should  be  removed  so  that  recipients  of  the  coverage  could  continue  to 
work  as  needed." 

''Social  security  is  actuarially  unsound." 

Two-fifths  (41.3  percent)  agree  with  this  statement,  including  the  Michigan 
internist  who  says,  "The  inventor  of  this  basic  idea  was  jailed  for  running  a  confi- 
dence game !"  A  South  Carolina  internist  calls  social  security  "a  form  of  the 
old  'pyramid  club'  idea  on  a  grandiose  scale  and  sponsored  by  the  Federal 
Government,"  and  an  Ohio  internist  sees  it  as  the  "old  chain-letter  gag." 

One  frequently  voiced  view :  "It  is  a  tax — not  insurance.  Why  should  younger 
physicians  foot  the  bill  for  oldsters'  retirement"  (an  Alabama  GP). 

An  Illinois  obstetrician  believes  social  security  "is  in  effect  a  tax-supported 
dole,  the  terms  of  which  exist  at  the  whim  of  the  Congress.  There  is  no  con- 
tractual relationship,  and  the  benefits  paid  are  not  necessarily  in  proportion  to 
the  'premiums'  paid  in." 

A  counter  argument  in  favor  of  social  security  comes  from  a  California  GP : 
"It  may  seem  unethical  that  a  man  will  collect  social  security  after  paying  only 
5  or  6  years  while  some  pay  all  during  their  working  years ;  however,  in  such  vast 
projects  such  apparent  injustices  will  be  leveled  off  in  time  and  are  puny  con- 
sidering the  immense  numbers  of  people  protected  by  the  system." 


SOCIAL  SECURITY 


967 


"All  professional  people  sliould  he  covered.'' 

Close  to  half  (47.6  percent)  answered  "Yes,"  some  for  the  reason  cited  by  a 
Pennsylvania  GP :  "Social  security  should  be  all-inclusive,  regardless  of  em- 
ployment, profession,  or  income ;  otherwise  there  should  be  no  social  security  for 
any." 

A  New  York  GP  asks,  "Aren't  dentists,  lawyers,  accountants,  etc.,  professional 
people?  Why  has  the  American  Medical  Association  not  been  fair  about  the 
entire  matter?  Most  of  the  ruling  groups  in  the  national.  State,  county  societies 
are  covered  by  social  security,  yet  they  rule  us  out." 

Many  believe  that  professional  people  face  financial  problems  in  planning  for 
retirement.  "After  taxes  and  w^ith  the  high  cost  of  living,  what  do  you  have  left 
at  the  end  of  the  year  to  save  or  invest?"  writes  an  Iowa  radiologist.  A  New  York 
GP  observes  :  "We  are  prone,  such  as  others,  to  bad  times,  etc.  I  never  will  forget 
the  bad  times  for  us  in  the  depression." 

"Retirement  is  an  individual  proMem.'' 

Of  the  41.8  percent  who  agree,  a  sizable  number  go  along  with  an  Oregon  GP : 
"All  physicians  are  perfectly  capable  of  providing  their  own  retirement,  and  I 
don't  want  anyone  else  paying  for  mine,  nor  do  I  want  to  pay  for  anyone  else's." 

Others  disagree  that  the  problem  is  an  individual  one.  An  Illinois  surgeon 
says.  "So  is  w^aiting  for  that  ship  to  come  in,"  and  an  Ohio  surgeon  adds  after 
checking  the  statement :  "But  many  unable  to  take  care  of  own  retirement." 

"Social  security  for  physicians  loouui  he  a  step  toward  socialized  medicine^ 

About  one-fifth  (22.7  percent)  checked  this  statement.  Among  the  representa- 
tive comm.ents  :  "An  indirect  step  toward  socialized  medicine  in  that  it  could  be 
used  as  an  argument  for  extension  of  the  system"  (a  Pennsylvania  psychiatrist). 

A  dissenting  view  comes  from  a  Florida  obstetrician :  "On  the  contrary,  I 
believe  security  is  so  important  that  more  men  will  want  salaried  jobs — trend 
toward  socialized  medicine." 

''In  reaching  your  oicn  conclusions  ahout  social  security  for  physicians,  rvhich 
of  the  following  factors  have  influenced  you  most?" 

Dual  choices  were  frequent,  but  half  checked  "information  made  available  by 
medical  organizations  and  journals"  ;  45.6  percent,  "discussions  with  colleagues"  ; 
one-third,  "reports  in  the  lay  press  and  magazines" ;  12.5  percent,  "statements  by 
public  oflicials." 

Whatever  the  influence,  it  often  brought  sharply  opposing  view^s.  After  dis- 
cussions with  colleagues,  for  example,  a  Maryland  GP  favors  coverage :  "Although 
at  first  most  physicians  were  against  social  security  in  principle,  lately  it  seems 
as  though  there  are  more  and  more  doctors  in  favor  of  inclusion  in  this  program." 

"A  LAST  stronghold" 

By  contrast,  a  Kentucky  obstetrician  has  discussed  the  issue  but  opposes  cover- 
age :  "We  as  a  group  represent  one  of  the  last  strongholds  against  creeping  so- 
cialism, of  which  social  security  is  a  part." 

Similarly,  an  opponent  from  North  Dakota  w^rites :  "Simple  commonsense  that 
even  a  Harvard  economist  should  be  able  to  understand  points  up  the  fallacies 
and  inherent  dangers,"  while  a  Virginia  specialist  cites  "commonsense"  as  the 
factor  that  did  most  to  influence  his  conclusion  that  coverage  is  desirable. 

Both  sides  claim  backing  from  insurance  experts.  ("Advice  of  an  insurance 
agent,"  says  an  Iowa  proponent  of  inclusion  of  physicians ;  "Explanation  of 
financial  facts  regarding  future  payments  of  social  security  by  insurance  man," 
says  a  Michigan  opponent. ) 

Many  offer  personal  observations  and  reflections  as  reasons  for  their  differing 
stands. 

A  Kansas  specialist  w^ho  does  not  favor  coverage  comm.ents,  "I  have  been  raised 
to  believe  that  the  average  person  through  diligence  and  management  can  provide 
for  his  own  retirement — any  other  w^ay  means  a  loss  of  independence." 

And  a  Texas  specialist  gives  his  reason  for  saying  "Yes"  to  coverage :  "The 
realization  that  now  at  60  I  need  it  myself.  And  my  position  is  probably  repre- 
sentative of  75  percent  of  all  physicians." 

Senator  Douglas.  Why  is  it,  do  you  think,  that  the  American  Medi- 
cal Association  has  refused  to  talve  a  poll  of  its  membership  and  so 
many  of  the  State  societies  have  taken  polls  ? 

Dr.  ScHAMBERG.  I  cau  tell  you  why  they  say  they  have  refused. 
They  say  that  they  elect  a  board  of  delegates  to  represent  the  grass- 
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roots,  and  that  these  delegates  either  will  carry  out  the  wishes  of  the 
grassroots  or  they  will  be  voted  out  of  office.  This  sounds  very  good 
on  the  surface,  but  is  very  bad  when  one  digs  a  little  deeper. 

Very  briefly,  each  county  medical  society  elects  delegates  from  the 
county  to  the  State  society.  It  is  these  delegates  who  are,  for  the 
most  part,  the  hierarchy  of  medicine,  it  is  this  house  of  delegates  of 
each  State  medical  society  which  elects  delegates  to  the — from  the 
State  to  the  American  Medical  Association. 

Senator  Douglas.  In  other  words,  they  have  a  system  of  indirect 
elections  ? 

Dr.  ScHAMBERG.  Correct. 

Senator  Douglas.  Which  form  prevailed  for  the  U.S.  Senate  until 
the  direct  election  of  Senators  came  in  1913;  is  that  right?  You 
are  not  acquainted  with  this ;  you  are  too  young  a  man  to  remember  it. 
[Laughter.] 

But  originally  the  U.S.  Senators  were  chosen  by  the  State  legis- 
latures and  the  State  legislators  were  elected  by  the  people.  In  other 
words,  you  had  indirect  election. 

ISTow,  I  notice  that  it  is  stated  in  j^our  supplementary  evidence,  that 
there  are  202  delegates  to  the  AMA. 

Dr.  Schamberg.  That  is  right. 

Senator  Douglas.  That  in  the  States  which  have  voted  in  favor  of 
inclusion  there  are  110  delegates. 

Now,  that  does  include  California,  where  there  was  an  Honest 
Ballot  Association  poll,  and  Missouri,  where  there  was  an  Honest 
Ballot  Association  poll,  and  where  there  was  a  ratio  of  1  to  10,  and  of 
1  to  5,  respectively.  But  it  also  includes  New  York,  and  you  do  not 
have  any  totals  given  for  New  York. 

"What  are  the  figures  for  New  York  ? 

Dr.  Schamberg.  The  figures  for  New  York  are  not  available.  New 
York  State  is  placed  in  the  favorable  category  because  many  of  the 
counties  in  New  York  State  have  held  polls  and  taken  resolutions 
themselves,  and  the  vast  majority  or  all  of  these  polls,  I  am  not  cer- 
tain which,  voted — the  majority  voted  in  favor  of  social  security  for 
physicians. 

Senator  Douglas.  Could  you  introduce  material  on  New  York  for 
the  record  because  this  is  a  very  important  point  ?  A  great  many  of  us 
have  been  reluctant  to  bring  the  doctors  in  against  their  will,  and  

Senator  Long.  If  I  might  just  suggest  it,  we  might  get  on  with  the 
matter,  I  think  that  the  evidence  pretty  well  indicates  that  the  over- 
whelming majority  of  polls,  particularly  those  taken  without  pressure 
from  the  doctor  organizations,  seem  to  prefer  this  coverage.  I  would 
urge  that  any  additional  polls  the  doctor  can  secure  or  that  the  Sen- 
ator can  obtain  from  other  sources  be  made  available  to  us  as  soon  as 
possible,  and  we  will  attempt  to  put  them  in  the  record. 

I  am  hoping  we  will  move  ahead  rapidly  enough  with  this  legislation 
so  that  we  can  act  on  it  within  the  next  3  weeks  in  the  Senate.  That 
being  the  case,  we  would  like  to  have  these  polls  as  soon  as  possible 
because  we  will  put  in  the  record  the  information  that  we  can  obtain 
prior  to  the  time  that  we  start  printing.  But  by  the  time  we  start 
printing  it,  we  will  simply  have  to  ask  that  additional  material  be 
added  as  a  supplementary  report  for  insertion  in  the  record  when 
the  bill  is  debated. 
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Senator  Douglas.  1  thiiik  the  chairman  is  very  fair  in  his  state- 
ment.   I  would  like  to  follow  this  up  a  bit  in  New  York. 

Now,  as  I  understand  it  there  are  separate  AMA  chapters  m  the 
various  counties  and  boroughs. 

Do  you  know  what  the  vote  would  be  in  the  Borough  of  Manhattan, 
if  you  were  to  take  a  poll  in  the  Borough  of  Manhattan  ? 

Dr.  ScHAMBERG.  I  dou't  kuow. 

Senator  Douglas.  Do  you  know  what  the  result  was  of  the  poll 
held  in  the  Bronx  ? 

Dr.  Schamberg.  I  do  not  know  the  results  of  any  of  these  polls. 
Senator  Douglas.  Or  in  Queens  ? 
Dr.  Schamberg.  No  ;  I  do  not. 
Senator  Douglas.  Or  in  Kings  ? 
Dr.  Schamberg.  No. 

Senator  Douglas.  Or  in  Richmond,  or  in  Erie,  Buffalo?  Do  you 
have  material  on  this  ? 

Mrs.  RosT.  Well,  I  think  it  will  be  easy  to  establish  these  polls  and 
resolutions.  Tlie  reason  why  the  polls  were  not  taken  by  the  State 
society  could  be  that  by  that  time  the  AMA  had  discouraged  the  State 
societies  from  polling.  The  first  State  society  polls  were  taken  on 
suggestion  of  the  AMA  but  when  the  AMA  saw  the  results  they  dis- 
couraged taking  them.    That  is  why  many  small  States  haven't. 

Senator  Douglas.  Perhaps  I  should  withhold  my  questioning  until 
you  take  the  stand.  But  I  would  like  to  have  more  information  on 
the  votes  by  counties  

Mrs.  RosT.  I  know  that  Manhattan  

Senator  Douglas.  And  by  the  boroughs  in  New  York  City. 

Mrs.  RosT.  I  know  Manhattan,  the  metropolitan  area,  is  strongly 
in  favor  based  mostly  on  resolutions,  not  polls. 

Senator  Douglas.  New  York  casts  24  votes  in  the  House  of  Dele- 
gates of  the  American  Medical  Association  and  without  New  York 
there  would  only  be  86  votes  in  favor,  even  counting  California  and 
Missouri,  and  assuming  that  the  State  society  polls  in  the  other  States 
were  unbiased  and  should  have  precedence  over  the  honest  ballot 
poll  except  in  Illinois.  I  chose  the  honest  ballot  poll  in  Illinois  be- 
cause under  the  honest  ballot  poll  the  voters  were  not  identified. 

(The  following  telegram  was  subsequently  received  gi^dng  informa- 
tion on  this  question :) 

New  York,  N.Y.,  May  17, 1965. 

Mrs.  Elizabeth  Springer, 
Chief  Clerk,  Senate  Finance  Comm  ittee, 
New  Senate  Office  Building, 
Washington,  D.C. 

1.  New  York  State  Medical  Society  is  on  record  as  favoring  inclusion  of 
physicians  under  social  security.  Position  taken  at  several  annual  meetings 
of  the  State  society.  Resolution  was  adopted  after  having  been  adopted  by 
several  county  societies, 

2.  Re  statement  in  Dr.  Schamberg's  testimony  that  62.5  percent  of  physicians 
voting  were  in  favor  of  social  security  coverage,  use  page  403,  hearings  before 
the  Committee  on  Finance,  U.S.  Senate,  88th  Congress,  2d  session,  on  H.R.  11865, 
exhibit  A. 

Committee  oisr  Social  Security  for  Physicians. 

510  Madison  Avenne,  Neiv  York,  X.Y. 

Dr.  Schamberg.  Senator  Douglas,  on  this  question  of  whether  or 
not  physicians  are  willing  to  be  identified  with  their  point  of  view. 
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as  a  delegate  from  the  Philadelphia  County  Medical  Society  to  the 
State  medical,  I  introduced  a  resolution,  as  I  mentioned  before,  asking 
that  the  Pennsylvania  Medical  Society  instruct  its  delegates  to  the 
House  of  Delegates  of  the  American  Medical  Association  to  request 
the  AMA  to  come  out  in  favor  of  social  security  for  physicians. 

I  stood  up  on  the  floor  of  the  House  of  Delegates  of  the  Pennsyl- 
vania Medical  Society  and  said : 

If  well  over  60  out  of  a  hunclred  of  all  the  physicians  in  Pennsylvania  voted 
in  the  secret  mail  ballot — voted  in  the  mail  ballot  which  I  believe  was  secret 
in  favor  of  social  security — I  think  there  must  be  many  men  here  who  are 
delegates  who  favored  social  security.  I  would  like  to  ask  these  men  to  have 
the  courage  of  their  convictions  and  to  stand  up  and  be  counted,  and  I,  there- 
fore, request  of  the  speaker  that  a  standing  vote  rather  than  a  voice  vote  be 
carried  out. 

Senator  Douglas.  How  many  stood  up  ? 

Dr.  ScHAMBERG.  I  sat  clown.  The  speaker  said :  Well,  this  would 
require  a  motion,  so  from  way  off  in  the  end  of  the  hall,  I  couldn't 
see  who  it  was,  someone  said,  "I  move  that  we  have  a  voice  vote." 

Immediately  there  were  at  least  2  dozen  seconds  to  that  motion  and 
it  was  overwhelmingly  voted.  There  was  a  voice  vote  and  the  men 
who  I  am  sure  had  voted  in  favor  of  social  security  coverage  in  the 
privacy  of  their  own  offices,  were  unwilling  to  stand  up  and  be  counted. 
I  think  this  is  germane  to  your  question  as  to  whether  or  not  our  post- 
card votes  were  signed. 

If  they  were  signed  the  results  would  have  been  more  opposed  to 
social  security  because  apparently  from  my  experience  in  the  State 
society  a  number  of  physicians  for  some  reason  or  other  are  unwilling 
to  be  identified. 

Senator  Douglas.  Will  you  verify  the  question  as  to  whether  the 
ballots  circulated  by  the  Pennsylvania  Medical  Society  were  such 
that  the  individual  could  be  identified,  whehter  by  number  or  name? 

Dr.  Schamberg.  I  will,  indeed,  and  may  I  make  sure  that  I  have  all 
of  the  data  that  you  wish?  You  would  like  me  to  explain  the  differ- 
ence between  the  Pennsylvania  poll  printed  with  my  testimony  and  the 
numbers  

Senator  Douglas.  Both  were  in  favor  of  inclusion? 

Dr.  Schamberg.  Yes. 

Senator  Douglas.  But  the  majority  under  your  poll,  which  you 
cited,  was  much  greater. 

Dr.  Schamberg.  You  would  like  the  explanation  for  the  difference 
between  those.    You  would  like  

Senator  Douglas.  Was  your  poll  conducted  by  the  Honest  Ballot 
Association  ? 

Dr.  Schamberg.  No.  Both  polls  in  Pennsylvania — and  the  differ- 
ence may  be  that  one  of  these  refers  to  one  poll  and  the  other  to  the 
other  poll — both  polls  in  Pennsylvania  in  which  the  majority  favored 
social  security  coverage  were  conducted  by  the  Pennsylvania  State 
Medical  Society. 

Senator  Douglas.  Did  the  Pennsylvania  Medical  Society  disown 
the  first  poll  which  gave  a  large  majority  for  inclusion?  Have  they 
published  it  officially  ? 

Dr.  Schamberg.  Oh,  yes ;  the  results  of  both  polls  have  been  pub- 
lished and  I  can  can  get  those  for  you  very  easily.   You  would  also 
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like  the  results  of  the  first  poll  taken  by  the  magazine,  Medical 
Economics. 

I  turned  over  to  you  the  results  of  the  second  poll,  and  you  would 
also  like  the  results  of  the  poll  made  by  the  medical  tabloid  newspaper, 
Medical  Tribune,  and  you  would  like  to  know  how  many  counties  in 
New  York. 

Senator  Douglas.  And  in  particular  whether  the  big  metropolitan 
boroughs  were  included. 

Dr.  ScHAMBERG.  I  knovv'  that  the  Borough  of  Manhattan  was  in- 
cluded, and  was  overwhelmingly  in  favor  of  social  security  coverage. 

(The  following  was  later  received  for  the  record :) 

jEXKiXTOWN,  Pa.,  Maij  18,  1965. 

Mks.  Elizabeth  Springer, 

CJi  ief  Clerk,  Senate  Finance  Committee, 

Xeio  Senate  Office  Building,  2221,  Washington,  B.C.: 

Pennsylvania  Medical  Society  held  two  mail  polls  on  compulsory  social  security 
for  physicians  ;  both  anonymous.  In  1959,  '5,605  favored  ;  3,335  opposed.  In 
1961,  4,729  favored  ;  3,720  opposed. 

Ira  Leo  Schamberg,  M.D. 

Senator  Douglas.  Thank  you. 

In  the  absence  of  the  chairman  I  will  call  the  next  witness,  please, 
Mrs.  Gertrude  S.  Eost,  of  Orange,  X.J. 
Doctor,  won't  you  sit  up  with  Mrs.  Eost? 

STATEMENT  OF  MES.  CtERTEUDE  S.  EOST,  OEANGE,  N.J. 

Mrs.  Eost.  Mr.  Chairman,  and  members  of  the  committee,  my 
name  is  Gertrude  Sander  Eost.  I  am  the  wife  of  Dr.  Adolf  S.  Eost, 
a  physician  in  private  practice  in  Orange,  X.J.  Our  son.  Dr.  Michael 
S.  Eost,  is  a  physician  in  Freeport,  Long  Island,  is  m.arried,  and 
has  three  children.  Therefore,  the  desire  of  physicians  for  inclusion 
under  social  security  and  their  need  for  it  are  familiar  problems  for 
me,  from  the  retirement,  as  well  as  from  the  survivor  benefit  point 
of  view. 

Six  years  ago  a  physician's  wife  in  my  neighborhood  told  me  about 
her  husband,  an  M.D.  in  Xewark,  X.J.,  who  had  long  been  suffering 
from  a  chronic  illness ;  he  tried  to  practice  part  time  but  Avas  finally 
forced  to  stop  altogether. 

Unable  to  leave  him  alone  for  more  than  an  hour  or  two,  his  wife 
could  not  take  a  job.  After  a  few  years,  they  had  spent  their  savings 
and  are  now  entirely  dependent  on  their  only  child,  a  daughter,  Avho 
earns  a  modest  living  as  a  secretary. 

"When  do  you  think,  Mrs.  Eost,  physicians  will  finally  get  social 
security  ?"  she  anxiously  asked  me.  I  did  not  have  the  heait  to  tell 
her  that  whenever  it  might  come,  it  would  be  too  late  for  them  because 
her  husband  was  no  longer  in  practice. 

Senator  Douglas.  Mrs.  Eost,  this  is  true  so  far  as  cash  benefits  are 
concerned,  but  hospital  and  nursing  home  costs  would  be  blanketed 
in.  So  he  would  be  blanketed  in  under  the  provisions  of  the  so-called 
medicare  bill,  plan  A,  and  also  on  payment  of  $3  a  month  he  Avould 
come  in  for  medical  and  surgery  benefits. 

Mrs.  EosT.  This  was  6  years  ago  when  I  talked  to  her. 
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Senator  Douglas.  Yes. 

Mrs.  RosT.  It  was  then  tliat  I  decided  to  do  something  about  it. 
Serious  illnesses,  especially  heart  attacks,  seem  to  be  frequent  among 
middle-aged  physicians,  perhaps  because  of  long  hours,  tremendous 
responsibility,  and  tension  connected  with  their  work.  I  have  here 
a  letter  from  Dr.  H.  C.  Van  der  Meulen,  of  PelLa,  Iowa.  Dr.  Van  der 
Meulen  counted  the  physicians  who  died  in  1964,  as  listed  in  the 
Journal  of  the  American  Medical  Association  and  discovered  that 
40  percent  had  died  before  the  age  of  65.  A  tragic  and  dramatic 
example  of  this  was  the  sudden  death  last  year  of  Dr.  Welch,  then 
president  of  the  AMA,  who  died  at  the  age  of  60,  shortly  after  testi- 
fying before  this  committee. 

More  than  half  the  retired  M.D.'s  who  responded  to  a  recent  spot  check  by 
the  magazine,  Medical  Economics,  said  they  were  forced  out  of  practice  for 
reasons  of  health,  typically  at  the  age  of  68. 

These  facts  certainly  contradict  the  main  argument  against  cover- 
age of  the  AMA  that  doctors  don't  retired  before  the  age  of  Y2  and 
social  security  would  be  of  little  or  no  benefit. 

The  same  Iowa  physician,  in  another  letter,  refers  to  himself  as 
belonging  to  "the  little  people."  Coming  from  a  physician,  this  may 
sound  strange  to  many  ears  as  the  public  image  of  the  American 
physician  is  one  of  a  man  of  almost  limitless  means.  Certainly  there 
are  wealthy  physicians ;  many  others  make  a  good  living ;  others  yet 
a  modest  one.  There  just  is  no  universal  picture  as  to  physicians' 
financial  circumstances  and  even  the  wealthiest  one  is  as  vulnerable 
to  the  hazards  of  life  as  everyone  else. 

The  voices  of  physicians  who  want  and  ask  for  the  protection  of 
social  security  are  growing  louder  and  louder — in  letters  to  Congress, 
in  letters  to  the  editor,  and  in  medical  publications. 

I  have  here  a  short  editorial,  which  I  also  respectfully  submit  to 
this  committee,  written  by  a  phj^sician  in  the  Westchester  County  Med- 
ical Bulletin,  New  York,  from  which  I  quote : 

The  longer  we  delay  acceptance  [of  social  security],  the  more  of  iis  will  retire, 
the  more  will  become  disabled,  the  more  will  die  leaving  young  families  without 
adequate  savings  and  without  tlie  solid  benefits  currently  taken  for  granted  by 
virtually  all  our  fellow  citizens. 

Senator  Douglas.  Mrs.  Eost,  do  you  have  the  text  of  this  editorial  ? 
Mrs.  EosT.  Yes. 

Senator  Douglas.  Will  you  submit  that  for  the  record  ? 
Mrs.  EosT.  Yes. 

(The  editorial  referred  to  follows :) 

[Westchester  Medical  Bulletin,  Westchester  County  Medical  Society,  April  19'65] 
The  Nose  and  the  Face 

In  all  our  deliberations  it  is  curious  that  there  seldom  arises  a  question  which 
profoundly  affects  the  financial  position  of  all  physicians,  singly  and  collectively  : 
our  exclusion  from  social  security.  The  matter  is  again  to  be  considered  for 
congressional  action  and  it's  high  time  it  were  openly  discussed. 

Social  security  is  not  only  a  very  low  cost  retirement  plan ;  it  is  also  no- 
nonsense  permanent  disability  and  life  insurance.  Every  other  profession  has 
accepted  the  plan;  but  exuding  an  aura  of  impenetrable  wisdom,  we,  like  the 
cheese,  stand  alone.  Let  us  be  realistic.  In  America  of  this  midcentury  it  is 
difficult,  often  impossible,  to  accumulate  capital  equal  to  that  represented,  at 
4  percent  interest,  by  maximum  social  security  benefits.    For  man  and  wife  it 


SOCIAL  SECURITY 


973 


amounts  to  at  least  $50,000,  after  taxes.  "After"  taxes,  doctor.  And  that 
4  percent  interest  is  itself  taxable.  Social  security  payments  are  not.  Provided 
through  private  insurance,  such  income  for  retirement,  for  permanent  disability, 
for  one's  widow  and  minor  children  would  be  staggeringly  expensive.  Whatever 
the  reasons  for  our  past  rejection  of  social  security,  they  could  hardly  have  been 
economic ;  if  moral,  they  could  hardly  have  escaped  the  quixotic.  The  longer 
we  delay  acceptance,  the  more  of  us  will  retire,  the  more  will  become  disabled, 
the  more  will  die  leaving  young  families  without  adequate  savings  and  without 
the  solid  benefits  currently  taken  for  granted  by  virtually  all  our  fellow  citizens. 

It  would  be  sheer  obtuseness  for  any  physician  to  fail  to  study  objectively 
both  the  provisions  and  limitations  of  the  plan.  The  time  for  decision  comes 
again  and  concise  information  is  readily  available  at  your  nearest  social  security 
office.  The  Advisory  Committee  on  Social  iSecurity  strongly  recommends  our 
inclusion ;  the  House  Ways  and  Means  Committee  approves.  But  the  Senate 
Finance  Committee  is  opposed,  largely  because  of  our  past  ofEcial  position.  And, 
therefore,  doctor,  never  send  to  know  whose  face  the  nose  spiteth ;  it  spiteth 
thine  ow^n. 

Mrs.  RosT.  Ill  this  connection  I  would  like  to  read  for  you  a  letter 
of  which  I  have  a  photostatic  copy.  It  was  written  by  the  president  of 
our  New  Jersey  State  Medical  Society  on  September  11,  1964,  to  the 
chairman  of  the  House  Ways  and  Means  Committee.  While  stressing 
his  opposition  to  medicare,  he  writes  to  Mr.  Mills : 

For  your  information  and  guidance,  I  also  w^ould  like  you  to  know  that  the 
Medical  Society  of  New  Jersey  urges  the  inclusion  of  physicians  under  social 
security. 

Senator  Douglas.  Would  you  submit  that  letter  for  the  record? 
(The  letter  referred  to  follows :) 

The  Medical  Society  of  New  Jersey, 

Trenton  8,  N.J.,  Septemher  11, 1964. 

Hon.  Wilbur  Mills, 

Chairman,  Ways  and  Means  Committee, 

House  of  Representatives  Office  Building,  Washington,  D.C.: 

As  president  of  the  Medical  Society  of  New  .Jersey,  I  thank  you  and  commend 
you  for  consistently  resisting  the  indiscriminate  inclusion  under  the  social  se- 
curity program  of  limited  hospital  services  for  all  social  security  beneficiaries 
over  61  years  of  age.  In  the  name  of  ail  our  members  and  of  our  women's 
auxiliary,  I  beg  you  to  continue  to  resist  such  undesirable  and  unfair  legislative 
action. 

For  your  information  and  guidance,  I  also  would  like  you  to  know  that  the 
Medical  Society  of  New  Jersey  urges  the  inclusion  of  physicians  under  social 
security.  We  do  not  oppose  social  security,  therefore,  as  such ;  but  we  do  oppose 
the  so-called  medicare  program. 

Thank  you  for  your  fine  work. 

Charles  Calvin,  M.D., 
President,  Medical  Society  of  New  Jersey. 

Mrs.  RosT.  I  told  this  committee  last  year  that  most  medical  societies 
have  some  system  for  aiding  needy  physicians  and  their  families  or 
survivors.  I  am  most  aware  of  the  situation  in  three  States:  Xew 
J ersey,  New  York,  and  Pennsylvania. 

In  New  Jersey  there  is  the  Society  for  Eelief  of  the  Widows  and 
Orphans  of  Medical  Men  of  New  Jersey.  I  have  here  a  fund-raising- 
letter  from  the  Physicians'  Home  in  New  York,  dated  May  15,  1964, 
wdiich  states  that,  at  tlie  current  rate,  the  monthly  assistance  to  in- 
digent doctors  and  their  wives,  widows,  and  dependents  would  exceed 
the  previous  year's  aid  hj^  about  12  percent. 

The  most  moving  stories  are  provided  by  the  Aid  Association  of  tlie 
Philadelphia  County  Medical  Society.    iPage  2  of  the  1963  annual 
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report  explains  that  "these  are  elderly  physicians  and  wives  or  children 
who  had  no  opportunity  to  contribute  to  social  security  etc.  *  *  and 
who  have  exhausted  their  own  resources." 

Page  4  of  the  1961  annual  report  tells  of  a  93-year-old  physician 
and  his  wdfe,  well  over  80  years  of  age,  who  were  granted  desperately 
needed  assistance.  It  took  a  great  deal  of  persuasion  on  the  part  of 
ithe  society  to  overcome  the  old  people's  pride. 

Another  report  tells  of  a  35-year-old  widow  of  a  physician  and  her 
seven  children  who  were  also  granted  immediate  aid.  There  are  thank- 
you  letters  from  elderly  physicians'  widows  for  a  warm  sweater  or  a 
used  television  set. 

An  83-year-old  physician's  widow  offers  thanks  for  a  Christmas 
'check;  the  young  daughter  of  a  deceased  physician,  a  college  student, 
expressed  gratitude  for  financial  help ;  an  elderly  crippled  physician 
and  his  wife  give  thanks  for  an  increase  m  their  monthly  assistance — • 
I  could  go  on  and  on  with  these  stories,  but  in  essence  they  are  all  the 
same,  revealing  proud  people,  hit  by  sickness,  death,  or  other  mis- 
fortune, and  forced  to  accept  charity  which  they  would  not  need  if  they 
were  not  excluded  from  social  security. 

Senator  Douglas.  Will  you  furnish  the  text  of  these  statements. 

Mrs.  RosT.  I  have  them. 

Senator  Douglas.  From  the  Aid  Assosciation  of  Philadelphia 
County  Medical  Association  ? 

Mrs.  RosT.  I  have  the  reports  from  Philadelphia  and  also  have  some 
papers. 

Senator  Douglas.  Mr.  Chairman,  I  ask  that  these  be  made  a  part  of 
Mrs.  Rost's  testimony. 
Senator  Long.  Yes. 

(Mrs.  Rost  submitted  four  annual  reports  of  the  Aid  Association  of 
the  Philadelphia  County  Medical  Society,  for  the  years  1960,  1961, 
1962,  and  1963,  in  which  the  cases  referred  to  were  mentioned.  These 
annual  reports  were  made  a  part  of  the  committee  files. ) 

Mrs.  RosT.  This  brings  me  to  a  request  which  I  respectfully  submit 
to  the  members  of  this  committee  for  earnest  consideration,  to  have 
the  inclusion  of  physicians  under  social  security  made  retroactive  as 
suggested  by  Dr.  Schamberg.  After  so  many  years  of  anxious  waiting, 
it  seems  cruel  to  see  the  door  finally  open  and  not  to  be  allowed  to  enter 
immediately. 

Young  physicians,  with  small  children,  are  particularly  anxious  to 
see  social  security  coverage  made  retroactive.  They  are  not  yet 
in  a  position  to  carry  substantial  life  insurance.  Many  of  them  are 
still  repaying  loans  for  their  expensive  education  or  for  their  equally 
expensive  office  equipment.  They  know  that  death  may  come  to  them 
just  as  unexpectedly  as  to  anyone  else  and  they  want  to  be  freed 
from  their  worry  about  their  young  families. 

Please  make  physicians  coverage  effective  January  1,  1965,  just  as 
the  bill  does  in  other  cases,  as  for  instance  for  benefits  of  children 
attending  school  beyond  age  18.  Since  physicians  file  their  tax  returns 
by  April  15  following  their  taxable  years,  there  will  be  no  problem 
of  the  taxpayment  for  every  point  of  view.  I  repeat,  please,  do  not 
let  them  wait  for  2  more  long  and  anxious  years. 

Considering  the  fact  that  physicians  are  the  only  professional  group 
excluded  from  social  security  and  have  already  waited  for  so  many 
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years,  I  do  not  feel  that  our  request  is  unreasonable,  and  we,  the  phy- 

I  sicians'  wives,  our  husbands,  and  our  children  would  be  deeply  grateful 
for  a  favorable  descision  on  this  proposal. 

1  I  must  ask  the  members  of  this  committee  for  forgiveness  if  I 
liaA'e  sounded  emotional  at  times,  but  whatever  I  have  stressed  from 
an  em.otional  point  of  view  must  also  be  considered  from  a  highly 
practical  one;  it  is  well  nigh  impossible  to  separate  the  two.  Let 

I  me  conclude  by  pleading  with  you  for  help;  pleading  in  the  name  of 
thousands  of  physicians  and  their  wives  all  over  the  country,  in  the 

I  name  of  those  among  them  whose  pride  might  be  broken,  someday, 
by  having  to  accept  charity,  and  in  the  name  of  future  physicians' 
v^dows  and  orphans  who  would  have  nowhere  to  turn  in  their  need. 
Give  them  the  protection  which  other  Americans  enjoy,  protection 

'    by  social  security. 
Thank  you. 

Senator  Lomg.  Thank  you  very  much. 

Senator  Douglas.  Mrs.  Rost,  I  have  a  great  deal  of  sympathy  with 
I  your  proposal  and  if  these  polls  are  borne  out  it  is  my  intention  to 
!  vote  for  inclusion.  But  I  think  you  go  pretty  far  in  wanting  to  make 
I  this  retroactive.  I  would  like  to  say  many  of  us  would  have  sup- 
I  ported  this  in  the  past  had  it  not  been  for  our  belief  tliat  the  ma- 
^  jority  of  the  doctors  were  opposed  to  it.  We  considered  the  opinions 
]  of  the  American  Medical  Association  and  we  felt  they  expressed  the 
j  opinion  of  the  society.  I  have  alv\'ays  believed  that  a  group  of  this 
,j  sort  had  the  right  to  commit  economic  suicide  if  it  so  desired,  and 
|j  that  if  it  was  the  desire  of  the  medical  profession  that  they  should 
'    not  be  included  I  certainly  did  not  want  to  overrule  that  desire. 

Now,  if  this  is  not  the  real  case,  then  we  should  reconsider.  But 
I  here  you  have  the  testimony  of  your  associates  that  although  the 
I  polls  were  in  favor  of  the  inclusion  of  doctors  in  Pennsylvania,  no 
■  one  except  Dr.  Schamberg  had  the  courage  to  stand  up  on  the  floor, 
j  Do  you  think  the  people  who  lack  courage  and  who  do  not  have 
J    the  intestinal  fortitude  to  stand  up  for  what  they  may  believe  to  be 

right  should  be  given  extra  protection  ? 
I       Mrs.  RosT.  'No. 

Senator  Douglas.  You  do  ? 

Mrs.  RosT.  No,  I  don't  do  that.  But  you  must  not  forget,  Sena- 
tor Douglas,  that  a  physician  depends  greatly  on  the  local  society; 
imless  he  is  a  member  of  that  society  he  does  not  get  hospital  privi- 
leges, and  so  forth.  I  am  sorry  that  you  feel  that  doctors  have  no 
courage. 

I  know  doctors  who  have  much  courage,  and  if  this  bill  is  not — 
fj  if  the  provision  is  not  made  retroactive  just  those  doctors  who  started 
I  fighting  for  it  in  1950  will  be  the  hardest  hit  because  by  now  they 
i  are  in  the  middle  of  their  seventies,  and  would  have  to  work 
i  another  

11  Senator  Douglas.  The  experiences  of  the  last  30  years  have  made 
I  me  feel  that  indifference  and  lack  of  courage  is  one  of  tlie  greatest 
evils  in  society,  and  I  think  we  have  all  been  shocked  by  the  way 
people  will  feel  detached  and  will  permit  acts  of  violence  to  occur 
right  before  them  without  ever  making  any  effort  to  help  the  person 
who  is  attacked,  saying,  'Tt  is  not  my  responsibility." 
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Now,  here  you  have  members  of  one  of  the  great  and  revered  pro- 
fessions not  having  the  courage  to  state  publicly  what  they  believe 
in  privately.  This  is  a  cancer  inside  our  society,  I  don't  know  any 
way  to  produce  a  better  attitude  than  for  people  to  feel  that  if  they 
take  this  attitude  they  must  bear  some  of  the  penalties  of  it,  but  here 
you  are  asking  for  special  treatment  for  a  group  which  does  not 
have  the  courage  to  speak  up  for  itself. 

Now,  Dr.  Schamberg  does,  and  I  want  to  commend  him  and  you, 
too.    B u t — yes,  go  ahe ad . 

Dr.  Schamberg.  Might  I  ask  whether  the  sins  of  the  Am_erican 
Medical  Association  should  be  visited  upon  the  widows  and  orphans 
of  doctors  ? 

Senator  Douglas.  Well,  the  failure  of  the  doctors  to  protect  their 
widows  and  orphans,  I  think,  is  quite  striking. 

Mrs.  EosT.  But,  Senator  Douglas,  only  about  78  percent  of  the 
physicians  belong  to  the  American  Medical  Association.    There  are 
about  22  percent  of  doctors  who  do  not  belong  to  the  American  Medi- 
cal Association,  avIio  have  never  been  heard  and  never  been  consid- 
ered here  in  this  committee ;  and  22  percent  is  quite  a  great  number 
of  physicians. 

Now,  the  American  Medical  Association  requires  membership  in 
some  States,  as  a  condition  for  membership  in  the  local  societies — 
for  a  physician  it  is  necessary  to  belong  to  the  county  medical  society 

for  hospital  privileges,  and  so  forth,  without  which  

Senator  Douglas,  Have  they  been  able  to  pass  any  laws  to  that 
effect?    The  lawyers  frequently  get  this  provision,  what  they  call 
an  integrated  bar  in  which  membership  is  compulsory;  have  any 
States  

Mrs.  Host.  I  only  know  that  in  New  York  State  the  AMiV  has 
m.ade  it  compulsory  that  the  members  of  the  county  and  state  so- 
cieties are  also  members  of  the  American  Medical  Association. 
Senator  Douglas,  Hasn't  this  always  prevailed. 
Mrs.  EosT.  That  is  not  the  case  in  New  Jersey. 

Senator  Douglas.  I  thought  when  you  joined  the  county  society 
you  automatically  joined  the  State  society  and  AMA,  too. 

Mrs.  EosT.  No;  not  the  AMA,  and  we  have  many  physicians  in 
New  Jersey  who  have  left  the  AMA  as  a  protest  for  the  way  the  AMA 
represented  their  wishes. 

Senator  Douglas.  And  they  belong  to  the  county  societies  ? 

Mrs.  EosT,  Thej^  must  belong  to  the  county  societies. 

Senator  Douglas.  Dr.  Schamberg. 

Dr.  Schamberg.  I  may  have  misunderstood  your  question.  There 
are  now  either  10  or  11  States  which  require  membership  in  the 
American  Jvledical  Association  for  all  members  of  the  State  medical 
society. 

Senator  Douglas.  Yes. 

Dr.  Schamberg.  I  believe  

Senator  Douglas.  Is  membership  in  the  State  society  voluntary  or 
is  it  automatic  upon  being  admitted  to  the  profession  ? 

Dr.  Schamberg.  Membership  in  the  county  medical  society  re- 
quires, I  believe,  membership  in  the  State  medical  society. 

Senator  Douglas.  I  understand  that. 
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The  question  is  whether  upon  the  admission  to  the  practice  of 
medicine  a  doctor  has  to  belong  to  the  county  medical  society? 

Dr.  ScHA^iBEEG.  In  many  counties  being  on  the  staff  of  a  hospital 
lequires  membership  in  the  State  and  county  medical  society. 

Senator  Douglas.  Is  this  by  State  laAv  or  by  practice  of  the  hos- 
pital? 

Dr.  ScHAMBEEG.  Xo ;  this  is  by  ruling  of  the  State  medical  society. 
Senator  Douglas.  To  the  degree  this  exists;  it  is  a  closed  shop,  is 

it  not '? 

Dr.  SCIIA3IBERG.  It  is. 

Mrs.  RosT.  It  is  not  possible  in  Xew  Jersey  to  get  hospital  privileges 
for  a  physician  unless  he  belongs  to  the  county  society.  But  he  is 
not  compelled  to  belong  to  the  American  Medical  Association. 

Senator  Douglas.  I  understand. 

jMrs.  EosT.  In  IN'ew  York  State  you  have  to  be  a  member  of  the  AMA. 
Senator  Douglas.  Would  you  say  that  is  a  closed  shop? 
Mrs.  EosT.  Well,  as  far  as — 

Senator  Douglas.  Or  a  union  shop,  perhaps  a  union  shop  would  be 
better. 

Mrs.  EosT.  In  a  way,  I  would  have  to  say  "Yes'\  But  I  must  al- 
ways emphasize  that  not  all  physicians  belong  to  the  American  Medi- 
cal Association. 

Senator  Douglas.  In  other  words,  what  you  say  is  that  the  AMA 
does  not  represent  the  opinion  of  physicians,  necessarily. 
Mrs.  EosT.  I  would  say  they  don't. 
Senator  Douglas.  On  this  issue. 
Mrs.  EosT.  Yes ;  on  this  issue. 

Senator  Douglas.  Do  you  find  that  the  physicians  who  favor  in- 
clusion for  social  security  purposes  are  in  favor  of  medicare  or  against 
medicare  ? 

Mrs.  EosT.  Well,  I  don't  think  it  has  very  much  to  do  with  it  really. 

Senator  Douglas.  Logically  it  doesn't.  But  I  was  curious  whether 
they  wanted  protection  for  themselves  but  did  not  want  protection 
for  others. 

Mrs.  EosT.  Well,  many  of  them  are  and  many  of  them  are  not. 
I  know  that  our  conmiittee  on  social  security  for  physicians  got  con- 
tributions from  physicians  of  whom  we  knew  that  they  were  not  in 
favor  of  medicare.    I  mean  it  is  

Senator  Douglas.  Your  are  yourself  not  in  favor  of  medicare? 

Mrs.  EosT.  I  am  very  much  in  favor  of  medicare. 

Senator  Douglas.  You  are? 

]Mrs.  EosT.  I  have  always  been  in  favor  and  expressed  that  in  a 
letter  to  the  President  a  year  ago  to  which  he  answered  very  graciously. 

Senator  Doi^glas.  You  have  never  taken  a  poll  amongst  the  sup- 
porters of  inclusion  under  social  security  of  how  tliey  feel  on  medicare  ? 

Mrs.  EosT.  I  don't — you  see,  Senator  Douglas,  our  oro-anization. 
the  committee  on  social  security,  is  a  very  loosely  organized  group 
and  we  don't  have  very  great  financial  means. 

Senator  Dou-'ilas.  You  have  enough  trouble  of  your  own  on  this 
issue  so  you  don'r  want  to  take  on  an  added  burden  ? 

Mrs.  EosT.  \Te  don't  liave  the  iinancial  means  to  do  that.  Vre  de- 
pend on  voluntary  contributions  besides  our  only  purpose  is  social 
security  for  physicians.  Once  this  is  achieved,  the  committee  will 
be  disbanded. 
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Senator  Douglas.  Yes ;  I  understand. 

Dr.  ScHAMBERG.  I  might  add,  Senator  Douglas,  that  many  times  in 
the  last  few  years  I  have  read  and  heard  the  statement 

How  can  we  physicians  ask  to  feed  at  the  public  trough,  how  can  we  ask  for 
social  security  for  ourselves  and  in  good  faith  oppose  medicare. 

Senator  Douglas.  That  question  was  in  back  of  my  mind. 
Dr.  Schamberg.  To  me  this  is  complete  nonsense  but  I  have  heard 
it  asked  a  number  of  times. 

Senator  Douglas.  You  think  this  question  is  complete  nonsense? 
Dr  Schamberg.  Yes. 

Senator  Douglas.  Then  you  are  opposed  to  medicare? 
Dr.  Schamberg.  No. 

Senator  Douglas.  You  mean  that  to  be  opposed  to  medicare  and  at 
the  same  time  be  in  favor  of  including  doctors  under  social  security 
is  nonsense  ? 

Dr.  Schamberg.  To  those  who  hevv-  to  the  AMii  line  in  opposing 
social  security  for  physicians  and  opposing  medicare,  now  they  have 
one  added  arrow  in  their  quiver. 

Senator  Douglas.  Quiver,  the  word  is  quiver,  one  more  ari*ow  in 
their  quiver. 

Dr.  Schamberg.  They  have  now  one  more  arrow  in  their  quiver 
against  social  security  for  physicians;  namely,  how  can  we  ask  to 
feed  at  the  public  trough  and  still  oppose  medicare  for  all  the  rest  of 
the  American  people. 

Senator  Douglas.  This  is  used  as  an  argument  that  since  doctors 
should  not  be  in  favor  of  medicare,  they  should  not  be  in  favor  of  in- 
clusion in  social  security. 

Dr.  Schamberg.  Yes. 

Senator  Douglas.  I  think  the  AMA  posed  a  very  good  question. 

Mrs.  RosT.  To  prove  that  these  two  issues  are  not  necessarily  con- 
nected ;  I  would  like  to  read  the  whole  letter  from  the  president  of  our 
medical  society  to  Mr.  Mills :  he  writes : 

As  president  of  the  Medical  Society  of  New  Jersey,  I  thank  you  and  com- 
mend you — 

that  was  last  year^ — 

I  commend  you  for  consistently  resisting  the  independent  discriminate  in- 
clusion under  the  social  security  program  of  limited  hospital  services  for  all 
social  security  beneficiaries  over  61  years  of  age.  In  the  name  of  all  our  mem- 
bers and  of  our  women's  auxiliary,  I  beg  you  to  resist  such  undesirable  and 
unfair  legislative  action. 

Then  he  cont  inues : 

For  your  information  and  guidance,  I  also  would  like  you  to  know  that  the 
medical  society  of  New  Jersey  urges  the  inclusion  of  physicians  under  social 
security.  We  do  not  oppose  social  security,  therefore,  as  such ;  but  we  do  op- 
pose the  so-called  medicare  program. 

Senator  Douglas.  May  I  look  at  that  letter,  please  ? 

In  other  words,  the  president  of  the  Medical  Society  of  New  J ersey 
says  he  is  in  favor  of  including  physicians  under  social  security  but 
he  is  opposed  to  limited  hospital  services  for  all  social  security 
beneficiaries. 

Mvs.  RosT.  That  is  right. 

You  asked  me  if  it  goes  hand  in  hand.  It  goes  with  us  but  not  with 
everybody  because  they  see  some  things  wrong  with  medicare. 
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In  other  ^Yords  they  are  not  opposed  to  social  security  per  se. 
Senator  Douglas.  I  think  this  should  be  made  a  part  of  the  record. 
Mrs.  KosT.  This  is  a  very  unusual  letter  and  I  am  very  proud  of  our 
State  Society. 

Senator  Douglas.  But  your  expressing,  so  clearly,  the  wishes  of 
jSTew  Jersey  poll  physicians  with  regard  to  social  security  showed  a 
vote  in  New  Jersey  of  2,174  in  favor  of  inclusion,  as  compared  with 
916  against. 

Mrs.  RosT.  Yes  and  I  know  that  was  an  anonymous  poll.  My  hus- 
band did  not  sign  a  card,  just  filled  in  the  answer  and  sent  it  back.  It 
was  not  a  poll  where  the  doctor  could  be  identified. 

Senator  Douglas.  Let  the  record  show  Mrs.  Rost  says  she  does  have 
a  letter  which  is  submitted,  that  comes  from  the  Medical  and  Chirur- 
gical  Faculty  of  Maryland. 

Mrs.  RosT.  It  refers  to  your  question  of  why  doctors  are  dependent 
on  their  medical  society  and  why  they  sometimes  don't  have  enough 
courage  to  stand  up  for  their  convictions.  Here  I  have  a  letter  where 
the  Medical  and  Chirurgical  Faculty  of  the  State  of  Maryland  would 
withdraw  certain  privileges  from  their  members  unless  they  pay  $50 
as  the  delegates  assessed  them  to  do.  The  doctors  in  this  particular 
case  

Senator  Douglas.  "Wliat  was  this  $50  for  ? 

Mrs.  RosT.  To  fight  medicare.  And  in  this  case  the  doctors  stood 
up,  asked  that  this  assessment  would  be  rescinded  and  they  also  asked 
in  this  comiection  for  a  poll  if  physicians  wanted  social  security,  and 
asked  the  AMA  to  return  the  $10  million  to  the  tobacco  industry. 
These  were  three  resolutions  brought  in  by  the  great  majority  of  the 
physicians.  The  doctor  who  sent  me  this  letter  writes  that  he  has 
hardly  ever  seen  such  attendance  at  a  meeting  of  the  Medical  Society 
of  the  State  of  IMaryland.  How  it  came  out,  I  don't  know  because 
the  newspapers  in  Baltimore  were  on  strike  after  that,  and  were  not 
published,  but  the  initial  issue  that  I  just  mentioned  was  published 
in  the  Baltimore  Sun  and  I  think  it  might  be  interesting  to  submit 
this  to  the  record. 

Senator  Douglas.  Thank  you  very  much. 

(The  letter  referred  to  follows :) 

Medical  and  Chirurgical  Faculty  of  the  State  of  Maryland, 

Baltimore,  3Icl.,  March  10,  1965. 

Dear  Fellow  Members  :  A  $.50  assessment  on  all  active  members  of  the 
faculty  who  have  heen  in  practice  for  3  or  more  years  was  approved  by  the 
house  of  delegates  on  February  20.  This  assessment  is  due  and  payable  within 
60  days  in  accordance  with  the  bylaws,  article  III.  section  6. 

This  letter  explains  the  reasons  for  the  special  assessment.  You  may  have 
drawn  a  somewhat  different  conclusion  from  the  accounts  in  the  public  press. 

A  2-  to  3-year  public  service  program  of  information  and  education  was  the 
question  put  to  the  house  of  delegates.  Slightly  less  than  20  percent  of  the  total 
assessment  v\-ill  be  expended  in  our  effort  to  tell  the  Maryland  public  the  true 
facts  about  the  medicare  tax  plan  impending  in  Congress  and  the  more  com- 
prehensive doctors'  eldercare  plan  (the  Herlong-Curtis  bill),  favored  by  the 
American  Medical  Association. 

A  wide  majority  of  the  delegates  voted  in  favor  of  the  assessment.  Among 
those  who  objected  were  members  of  a  county  society  which  already  has  a 
similar  assessment  upon  its  own  members  and  who  felt  that  each  county  society, 
rather  than  the  faculty,  should  do  this  :  those  who  felt  that  the  denial  of  the 
rights  to  physician's  defense  for  nonpayment  of  the  assessment  was  not  proper : 
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and  soiiie  few  who  felt  the  antimedicare  fight  is  hopeless,  and  that  we  are 
merely  making  matters  worse  by  fighting. 

Within  2  days  of  the  newspaper  and  television  publicity  concerning  our  edu- 
cational program,  we  received  cash  contributions  from  members  of  the  public 
to  assist  us  *  *  *  we  received  dozens  of  telephone  calls  asking  for  material  on 
the  complete  health  care  program  offered  through  the  doctors'  eldercare  plan 
*  *  *  and  we  have  received  surprising  and  heartening  encouragement  from  many 
other  supporters  of  the  medical  profession's  stand  on  this  particular  issue. 

WHY  A  LONG-TEEM   INFORMATION   AND  EDUCATION   PROGRAM  ? 

Because  something  strange  seems  to  have  been  happening  in  the  relationships 
betv\^een  the  medical  profession  and  the  public  in  recent  years.  The  high  esteem 
in  which  doctors  as  a  group  were  once  held  is  being  slowly  sliced  away.  Surely, 
much  of  this  lessening  of  respect  for  our  profession  results  from  our  stanch 
stand  against  the  federalization  of  medicine.  For  this,  we  are  being  pictured 
as  "selfish  and  pugnacious,"  through  caustic  propaganda  concerning  our 
motivations. 

The  steady  erosion  of  our  former  standing  is  not  the  result  of  our  medicare 
position  alone.  In  the  complex,  rapidly  advancing  world  of  modern  medicine 
we  have  been  too  busy  caring  for  our  patients  to  properly  communicate  the 
steady  changes  that  have  been  occurring  on  the  one  hand  and  our  rigid  principles 
on  the  other  hand. 

The  wider  the  gulf  becomes  in  patients'  understanding  of  physicians,  the  more 
we  lose  their  respect,  and  the  more  difficult  it  becomes  for  us  to  render  eflicacious 
health  care. 

Furthermore,  we  are  faced  with  educating  our  State  legislators  toward  improv- 
ing not  only  payments  to  physicians  but  payments  for  all  health  care  services. 
For  too  long,  the  practicing  physician,  as  well  as  other  purveyors  of  health  care 
services,  have  been  subsidizing  the  State  government's  operation.  This  amounts 
to  a  hidden  tax  that  these  groups  are  paying. 

WHY  AN   ALL-OUT   EDUCATIONAL   PROGRAM   ABOUT  ELDERCARE  AND   MEDICARE  ? 

'Because  some  of  our  own  members,  not  to  mention  the  vast  majority  of  the 
general  public,  are  woefully  ignorant  about  the  inadequacies  of  this  seemingly 
harmless  menance  to  good  medicine.  It  is  our  solemn  obligation  as  physicians 
to  speak  out  against  this  threat  to  the  American  system  of  medicine  and  the 
American  way  of  life. 

The  proponents  of  the  60-day  hospital  care  program  make  no  secret  of  the 
fact  that  they  intend  to  expand  it  into  a  program  of  complete  socialized  medi- 
cine. We  doctors  know  this  will  not  work,  will  result  in  a  lowering  of  standards 
of  the  high-quality  care  now  rendered  to  the  public,  and  will  result  in  the  placing 
of  the  physician  in  a  category  of  low-grade  civil  servant. 

As  this  is  written,  the  proponents  of  the  administration's  program  have,  once 
again,  increased  their  estimated  cost  of  such  a  program — to  $3.7  billion  a  year 
by  1977,  causing  the  House  Ways  and  Means  Committee  to  make  an  attempt 
to  reduce  cash  benefits  under  the  social  security  system.    Need  I  say  more. 

No  matter  what  type  of  medical  or  health  care  program  is  adopted  by  the 
U.S.  Congress  this  year,  we  must  continue  to  work  toward  one  that  will  offer 
those  in  need  of  a  comprehensive  health  care  program — with  no  means  test, 
with  payment  for  physicians'  services,  drug  costs,  and  other  services. 

I  apologize  for  the  length  of  this  communication.  You  must  know  the  facts, 
however,  and  realize  the  necessity  for  this  drastic  action  by  your  council  and 
house  of  delegates.  It  is  anticipated  that  this  $50  will  be  enough  to  finance 
the  educational  program  for  a  2-  to  3-year  period.  By  the  end  of  this  time,  we 
will  know  how  successful  we  have  been. 

Albert  E.  Goldstein,  M.D., 

Preslflevf. 

Baltimore.  Mb.,  April  12,  1965. 

Physicians  Forum, 

Gentlemen  :  Kindly  send  literature  to  the  following  physicians,  if  they  are 
not  on  your  list  already.  During  our  last  State  society  meeting,  the  liberal  view 
dominated  as  you  can  see  by  the  following  resolutions  passed  : 

(1)  To  poll  physicians  on  their  opinion  about  social  security  for  physicians — 
overwhelming  majority. 

(2)  To  recommend  to  the  AMA  to  return  the  $1  million  to  the  tobacco  indus- 
try— overwhelming  majority. 
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(3)  To  rescind  the  $50  assessment  to  fight  medicare  passed  at  the  previous 
meeting  of  the  Maryland  House  of  Delegates — nine-tenths  of  those  present  (300) 
voted  for  rescinding. 

I  thought  you  might  be  interested  to  have  the  names  of  the  physicians  who  took 
the  floor  to  express  the  liberal  i)oint  of  view. 

Julius  C.  Gluck,  M.D. 


Medical  Leaders  Meet  This  Week — Decisiox  ox  Medicare  Fee  Suee  To  Spark 

Debate 

The  State  medical  society's  policy-making  house  of  delegates  will  meet  this 
week  in  the  wake  of  a  surprise  vote  by  the  Baltimore  City  Medical  Society  con- 
demning its  decision  to  assess  Maryland  physicians  850  each  to  help  fight 
medicare. 

Tvro  months  ago,  the  house  of  delegates  in  a  heated  special  session  voted  to  levy 
the  $140,000  assessment  on  the  State  medical  society's  members  for  a  public  rela- 
tions campaigning  against  medicare  and  a  •'continuing  program  of  public 
education." 

Tvro  weeks  ago.  in  what  might  be  termed  a  "coup."  a  large  gTOup  of  dissident 
city  doctors  puvhed  through  a  resolution  at  a  Baltimore  City  Medical  Society 
meeting  asking  the  house  of  delegates  to  rescind  its  action. 

Although  the  city  medical  society's  action  is  not  binding  on  its  delegates  to  the 
state  society's  annual  meeting  this  week,  the  matter  seems  certain  to  come  before 
the  house  of  delegates,  even  though  it  is  not  on  the  house's  official  agenda. 

On  the  scientific  side  of  the  three-day  meeting,  which  opens  Wednesday  at  the 
Alcazar,  will  be  lectures  on  high-blood  pressure,  cancer  of  the  cervix,  hepatitis 
caused  by  blood  transfusions,  gout,  birth  control  and  other  medical  subjects. 

Senator  Doitglas.  Any  further  questions  ? 

IVell  tliank  yon.  Your  tejrimony  has  been  very  interestmg.  I 
think  if  there  is  any  representative  of  the  American  Medical  Associa- 
tion here  they  shoiikl  have  the  right  to  reply  to  these  polls  and  make- 
any  statement  that  they  wish. 

Dr.  A^T)REws.  I  am  Dr.  Elizabeth  Terry  Andrews,  and  I  belong  both 
to  this  organization  and  also  to  the  American  Medical  Association  and 
I  am  thoroughly  behmd  this  one.  I  am  not  opposing  them  in  any  way. 
I  am  very  mtich  interested  in  this  testimony. 

Senator  Douglas.  The  next  witness  is  Mr.  Cyrus  T.  Anderson  of 
the  International  Union  of  Hotel  &  Eestaurant  Employees  & 
Bartenders. 

STATEMENT  OF  CYETJS  T.  AKDEESOH,  P.EPKESENTniG  IHTERNA- 
TIONAL  raiGN  OF  HOTEL  &  EESTAUEANT  EMPLOYEES  & 
BAETENDERS 

]Mr.  AxDERSox.  Mr.  Chairman,  my  name  is  Cyrtts  T.  Anderson,  and 
I  represent  the  Hotel  &  Eestaurant  Employees  &  Bartenders  Interna- 
tional Union,  and  I  shottld  like  to  apologize  for  not  having  a  written 
statement.  1  have  been  out  of  my  office  for  the  last  2  weeks  by  reason 
of  a  personal  illness. 

Witli  your  indulgence,  I  should  like  to  briefly  summarize  the  posi- 
tion of  the  Hotel,  Eestaurant  Workers  &  Bartenders  International 
Union  with  respect  to  one  provision  in  the  B[ouse-passed  bill  which  is 
now  being  considered  by  tliis  committee.  This  is  the  provision  having 
to  do  with  the  inchi-ion  for  social  security  tax  purposes  in  the  wage 
base  of  earnings  derivmg  from  gratuities  or  tips. 

First  of  all,  let  me  say  this  on  behalf  of  this  union,  which  has  about 
500,000  employees  in  all  50  of  the  States,  that  the  Congress  is  now  pro- 


982 


SOCIAL  SECURITY 


ceeding  to  move  into  a  new  concept  of  social  insurance  legislation. 
Tiie  Congress,  using  as  its  base  the  great  social  security  system  which 
is  now  well  over  25  years  old,  using  as  its  base  the  social  security  sys- 
tem, the  Congress  now  proposes  to  move  out  and  insure  medical  benefits 
for  retired  j)ersons  and  elderly  persons  under  the  social  security 
system. 

We  say  to  you  hopefully  that  before  you  move  into  this  new  area, 
and  before  you  conduct,  as  it  were,  a  space  probe,  that  you  correct  a 
basic  defect  in  the  present  system  which  has  existed  for  25  years. 

The  lack  of  coverage  of  the  people  employed  in  the  service  industry 
is  one  which  is  recognized  by  experts  throughout  the  Government  and 
throughout  the  Congress.  This  is  a  problem  which  has  been  con- 
fronting these  people  for  a  long,  long  time.  Efforts  have  been  made 
to  correct  it ;  successful  solution  of  the  problem  has  never  been  found. 

First  of  all,  I  should  like  to  briefly  discuss  the  opposition  to  this 
bill  and  to  this  part  of  the  bill.  The  employers  in  their  testimony  in 
the  House  committees  and  in  their  private  solicitations  of  Members 
of  Congress  seem  to  object  to  this  bill  for  five  reasons  or  this  provision 
for  five  reasons. 

First  of  all,  they  allege  that  the  employer  is,  in  fact,  an  innocent 
bystander  between  the  waiter  or  the  service  employee,  and  the  customer 
in  this  tip  transaction,  and  that  the  employee  is  in  a  sense  a  self- 
employed  person,  and  that  this  tip  should  not  be  part  of  the  wage  base. 

Secondly,  they  assert  that  technical  and  administrative  difficulties 
will  arise  in  the  administration  of  any  such  provision  as  this  if  it 
becomes  law. 

Thirdly,  they  allege  that  this  industry  is  so  heavily  casual  in  its 
employment  that  is  to  say,  so  many  people  in  this  industry  are  casual 
employees,  that  it  will  be  impossible  of  administration.  Fourth,  they 
say  that  this  will  impose  upon  the  employees,  poor,  hard-working, 
low-income  group  employees,  burdens  beyond  their  capacity  to  handle. 

Fifth  and  lastly,  they  allege  that  employees  may  adjust  their  reports 
under  this  section  either  upward  or  downward  fitting  their  age  situ- 
ation. For  example,  if  the  employee  is  older  he  would  cheat  and  in- 
crease his  tip  base  in  order  to  fatten  up  his  social  security  entitlement, 
or  if  he  is  a  younger  man,  he  may  be  expected  to  cheat  and  shorten  his 
report  in  order  to  save  that  amount  of  contribution  under  the  tax. 

I  should  like  to  discuss  briefly  each  one  of  these  five  objections. 

First,  the  objection  that  the  employer  is  the  innocent  bystander,  and 
that  this  should  not  be  considered  as  part  of  the  wage  base.  In  the 
Congress  at  the  moment  there  is  a  move  underfoot  to  increase  the 
minimum  wage  laws  and  to  broaden  their  coverage.  This  move  was 
afoot  2  years  ago  and  4  years  ago.  Two  years  ago  when  hearings  on 
the  question  of  coverage  of  hotel,  restaurant,  and  service  employees 
under  the  minimum  wage  laws  were  up  in  the  House  Labor  Commit- 
tee, spokesmen  for  the  employers  in  this  industry  appeared  before 
that  committee  and  said  in  effect  there  is  no  need  to  cover  these  people 
for  minimum  wage  purposes  because  they  are,  in  fact  earning  more 
than  a  minimum  wage,  when  you  take  into  account  the  tips  which  are 
actually  part  of  their  income. 

On  the  other  hand,  when  they  got  over  in  front  of  Mr.  Mills  in  the 
Ways  and  Means  Committee  in  the  House,  they  said  these  people  are, 
in  fact,  self-employed  people,  and  that  the  tips  and  gratuities  are  not 
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really  part  of  the  wage  base  and,  tlierefore,  should  not  be  considered 
as  such. 

I  think  it  is  a  fact  that  very  recently  in  discussion  in  executive  ses- 
sion in  the  Ways  and  Means  Committee  the  employers  in  this  industry 
were  told  rather  forcefully  by  the  chairman  of  the  committee  that 
'•you  can't  have  it  both  ways.  You  have  either  got  to  recognize  this 
is  a  social  security  base  earning  or  the  minimum  wage  protection  is 
needed,  but  you  can't  cover  this  thing  both  ways." 

But  I  think  categorically  it  is  a  fact  that  tips  are  part  of  the  earn- 
ings in  this  industry,  it  is  part  of  the  income  of  these  people,  and 
when  you  talk  about  social  security,  you  are  talking  about  insuring 
against  the  loss  of  income  upon  retirement,  and  there  is  no  (question  in 
our  minds  but  what  there  can  never  be  a  fair  social  security  system 
as  it  affects  hotel,  restaurant  and  service  employees  unless  there  is 
coverage  for  tipped  employment. 

Secondly,  technical  and  administrative  difficulty.  There  never  has 
been  a  tax  imposed  on  anybody  by  this  Congress  that  hasn't  given  rise 
to  technical  and  administrative  clifficulties.  I  rely  in  this  situation  on 
the  fact  that  this  international  union  has  done  everything  that  it 
could  to  cooperate  with  the  Treasury  of  the  United  States  in  the  draft- 
ing of  this  legislation.  Every  single  suggestion  m_ade  to  us  by  Treas- 
ury we  have  accepted.  We  have  got  a  complete,  100  percent  record 
of  cooperation  with  the  Treasury,  and  ever}i:ime  that  they  have,  al- 
most every  time  they  have  made  a  suggestion  to  us  it  has  been  in  the 
interest  of  easing  the  administration  of  this  law. 

For  exam.ple,  a  peculiar  problem  confronted  the  Marriott  Motor 
Hotels,  a  substantial  business  headquartered  here  in  Washington. 
There  is  a  section,  a  portion,  of  the  language  in  this  particular  section 
which  is  intended  to  ease  the  administrative  problem  of  the  Marriott 
]Motor  Hotels,  so  we  are  proud  of  our  record  in  working  with  Treas- 
ury to  try  to  make  this  thing  easier. 

If  it  becomes  law,  and  if  some  problem  is  developed,  we  will  be  the 
first  to  come  here  to  Congress  and  help  try  to  get  it  corrected. 

Hurriedly,  casual  employees.  There  is  absolutely  no  basis  in  an 
allegation  that  this  industry  is  so  casual  in  its  makeup  that  this  is  bad 
legislation. 

The  Department  of  Labor  in  a  study  made  in  February  1962  identi- 
fied as  ''Eestaurant  and  Other  Food  Service  Enterprises  Data  Perti- 
nent to  an  Evaluation  of  the  ISi  eed  for  and  the  Feasibility  of  Applying 
Statutory  Minimum  Wage  and  Maximum  Hour  Standa^xls,"'  which  is 
a  very  long  title,  but  in  any  event  in  this  study  conducted  by  the  De- 
partment of  Labor  at  the  request  of  the  House  Labor  Committee,  it 
was  determined  that  there  are  1,575,667  employees  in  the  eating  and 
drinking  establisliments  of  the  United  States."^  This  is  all  inclusive. 
Furthermore,  only  45,952  of  this  total  number  were  casuals.  There- 
fore, we  believe  that  the  statistical  data  of  the  Department  of  Labor 
completely  refutes  this  allegation  on  the  part  

Senator  Douglas.  The  casuals  would  be  dishwashers  primarily? 

Mr.  Andersom.  iNTo,  Senator.  Casuals  are  people  who  float  in  and 
out  of  the  industry. 

Senator  Douglas.  I  mean  rhey  congregate  heavilv  in  dishwashino-: 
isn't  that  true? 
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Mr.  Andersotst.  I  believe  this  is  so.  But  they  also  congregate  in 
other  areas.  Casuals  by  definition  are  less  skilled,  and  this  is  probably 
one  of  the  lesser  skills  required  in  this  industry. 

Fourth,  a  burden  on  the  employees.  I  sometimes  think  that  the 
employers  of  this  industry  are  terribly  solicitous  of  their  employees, 
especially  when  there  is  a  problem  that  the  employees  are  interested 
in.  Any  employer  alwa^^s  becomes  awfully  interested  in  how  the  em- 
ployees organizations  are  conducted,  and  whether  or  not  their  union 
elections  are  really  fair,  and  many  other  things,  and  there  is  a  concern 
here  that  we  are  talking  about  imposing  a  burden  on  our  emploj^ees, 
and  all  I  can  say  to  you  is  that  in  the  international  conventions  of  this 
union,  and  in  the  deliberations  of  our  local  unions  and  of  our  joint 
councils  in  the  various  cities  and  States,  this  is  the  legislative  program 
of  this  international  union,  to  establish  a  system  of  law  whereby,  one, 
tipped  employment  is  covered  for  social  security  purposes;  and,  two, 
whereby  income  taxes  are  paid  on  a  quarterly  basis  by  employees  in  the 
service  industry. 

Last  week,  the  allegations  that  employees  may  adjust  their  reports 
to  suit  their  particular  situation.  This  is  an  allegation  that  might 
very  well  be  made  by  anybody  who  has  a  tax  liability.  You  could  see 
if  you  were  going  to  reduce  or  increase  excise  taxes  ion  July  1,  that 
there  will  be  people  involved  in  this  business  who  won't  be  honest  w^ith 
this  Government,  and  if  there  are  people  in  our  business  who  are  not 
honest  with  their  Government,  there  are  provisions  for  taking  care  of 
it,  and  we  do  not  think  it  is  a  valid  objection. 

In  the  first  place,  I  do  not  think  it  is  going  to  happen,  but  if  it  does, 
there  are  ways  of  taking  care  of  it. 

In  closing,  I  would  like  to  say  again  that  we  hope  this  committee 
will  retain  in  this  bill  that  section  dealing  with  the  establishment  of  a 
coverage  for  social  security  purposes  of  tipped  employment ;  and,  sec- 
ondly, the  inclusion  in  the  Withholding  Tax  i\.ct  of  income  from  tipped 
employment  by  persons  in  the  service  industry. 

Thank  yo'U,  sir. 

Sena;tor  Douglas.  Thank  you,  Mr.  Anderson.  That  is  very  cogent 
testimony. 

The  section  in  question,  I  take  it,  is  section  313  ? 
Mr.  Andersox.  Yes,  sir. 

Senator  Douglas.  And,  as  I  read  it,  that  exempts  tips  in  kind,  not  in 

cash,  from  covered  tips,  that  is  presents  of  boxes  of  candy  or  hams  

Mr.  Anderson.  That  is  correct ;  this  is  correct. 

Sena;tor  Douglas.  And  so  forth,  and  also  tips  which,  in  a  month,  are 
le^  than  $20. 

Mr.  Anderson.  This  is  correct.   These  are  regarded  as  casual  tips. 
Senator  Douglas.  In  a  5-day  week  it  would  be  approximately  $1 
a  day. 

Mr.  Anderson.  Yes,  sir. 

Senator  Douglas.  Did  I  understand  you  to  say  that  if  tips  of  this 
type  are  included  in  the  computation  of  earnings  for  social  security 
purposes,  that  you  would  be  willing  to  have  them  included  as  wages 
vmder  minimum  wage  provisi  ons  ? 

Mr.  Anderson.  Yes,  sir.  There  will  have  to  be  some  adjustment  in 
tlie  computation  of  a  minimum  wage  standard  in  this  industry,  because 
it  is  a  fact.  Senator,  that  the  waiter  in  the  Purple  Tree  at  the  Hamilton 


SOCIAL  SECURITY 


985 


Hotel  on  Saturday  niglit,  when  he  goes  home  to  talk  to  his  wife  about 
the  week's  earnings,  talks  not  onl}^  about  the  $25  or  $30  that  the  hotel 
gives  hini,  he  talks  about  the  earnings  he  has  picked  up  in  cash  tips, 
and  this  is  part  of  the  income  in  this  business,  and  that  is  what  we 
are  talking  about. 

Senator  Douglas.  I  see  there  has  been  a  sort  of  schizophrenia  on 
both  sides  on  this  tip  question. 

^Ir.  AxDERSox.  isot  in  the  4  years  that  I  have  been  in  the  business, 
Senator.  We  have  agreed  to  a  figure  

Senator  Douglas.  Not  with  you,  Mr.  Anderson,  but  I  have  heard 
this  argument.  The  employers  will  want  to  have  tips  included  so  far 
as  wage  standards  are  concerned,  but  are  not  very  anxious  to  have 
them  included  in  social  security. 

But  I  have  talked  to  people  from  the  wage  earners  who  would  like 
to  have  these  included  under  social  security,  but  not  considered  with 
respect  to  wage  standards. 

Xow,  you  are  taking  the  consistent  attitude  that  they  should  be 
included  for  both  purposes  in  a  uniform  definition. 

Mr.  AxDERSOx.  Yes,  sir:  and  we  so  testified  before  the  House  Labor 
Committee  2  years  ago,  and  we  would  take  that  position  now^ ;  yes,  sir. 

Senator  Douglas.  That  is  the  official  positioai  of  the  union  ? 

uMr.  AxDERSON.  Yes,  sir ;  it  is. 

Senator  Douglas.  It  is  not  only  your  position  but  the  official  posi- 
tion of  the  union. 

^Ir.  AxDERSox.  The  testimony  was  actually  given  by  the  general 
counsel  of  our  union  directly  representing  the  international  union,  as 
I  do  myself. 

Senator  Douglas.  Yery  good.  This  may  clear  up  a  lot  of  difficulties 
if  you  have  uniformity  both  for  wage  standards  and  for  social  security 
provisions. 

Xow,  have  you  talked  with  the  social  security  people  as  to  whether 
these  reports  ought  to  be  monthly  or  quarterly  ? 
^Ir.  AxDERSON.  Quarterly. 

Senator  Douglas.  And  whether  this  presents  unusual  administra- 
tive difficulties. 

Mr.  AxDERSox.  Senator,  I  think  it  is  a  fair  statement  to  say  that 
this  bill  is  written  around  the  administrative  challenges  of  the  social 
security  system ;  that  this  bill  had  to  be  written  around  the  IBM  com- 
puter complexes  at  their  headquarters  in  Baltimore;  and,  yes,  the 
answer  is  yes,  we  have  not  only  cleared  this  with  social  security,  we 
have  met  every  requirement  that  they  gave  us. 

Senator  Douglas.  The  tip  feature  would  be  the  same,  fundamentally 
the  same,  as  the  form  for  the  self-employed  workers. 

Mr.  Andersox.  "With  some  variation,  yes,  because  there  are  features 
of  tipped  employment  noAv  existent  which  are  in  the  control  of  the 
employer.  For  example,  if  you  sign  a  tip  on  your  American  Express 
credit  card  or  if  you  sign  a  tip  on  your  hotel  bill  or  if  you  engage  a 
banquet  at  the  Statler  Hotel,  part  of  your  chit,  part  of  the  billing, 
that  you  receive  covers  service  or  tips  for  the  employees.  This  is  all 
within  the  control  the  employer.  So  that  the  man's  reporting  of  tipped 
earnings  will  include  not  only  the  cash  earnings  that  he  declares,  but 
also  the  other  earnings  that  are  actually  in  the  control  of  the  em- 
IDloyer,  so  it  is  not  exactly  on  a  self-employed  situation. 
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Senator  Douglas.  That  is,  the  10  percent  or  15  percent  would  be  in- 
cluded, too  ? 

Mr.  Anderson.  In  this  respect  it  differs  from  a  self-employed  situa- 
tion. 

Senator  Douglas.  Well,  thank  you  very  much  for  very  pertinent 
testimony. 

Mr.  Anderson.  Thank  you. 

Senator  Douglas.  The  final  witness  this  morning  is  Mr.  James  A. 
Mann,  of  the  Illinois  State  Chamber  of  Commerce. 
I  am  very  glad  to  welcome  you,  Mr.  Mann. 

STATEMENT  OE  JAMES  A.  MAHN,  CMAIMIAH,  SOCIAL  SECUEITY 
COMMITTEE,  ILLINOIS  STATE  CHAMEEE  OF  COMMERCE 

Mr.  Mann.  Thank  you,  Senator  Douglas.  It  is  nice  to  have  a 
Senator  from  Illinois  present  here  today. 

My  name  is  James  A.  Mann.  I  am  personnel  manager  for  Wyman- 
Gordon  Co.,  Ingalls-Shepard  Division,  Harvey,  111.,  producers  of 
drop  forgings  for  the  automotive,  aircraft,  truck  and  tractor  indus- 
tries. Currently,  I  am  chairman  of  the  Social  Security  Committee  of 
the  Illinois  State  Chamber  of  Commerce.  At  this  time,  I  wish  to 
briefly  highlight  certain  portions  of  a  statement  I  have  previously 
prepared  and  submitted  of  your  consideration. 

Senator  Douglas.  Your  prepared  statement  will  be  inserted  in  the 
record  following  your  oral  testimony. 

Mr.  Mann,  during  past  years,  the  Illinois  State  chamber  has  sup- 
ported expansion  and  improvement  of  social  security  but  has  stressed 
that  this  essentially  is  a  tax  program  wherein  today's  workers  pay 
for  the  benefits  of  today's  retired  workers.  As  an  organization  of 
businessmen,  we  have  been  concerned  with  the  costs  of  these  programs, 
both  present  and  future.  I  am  sure  that  in  your  consideration  of  H.R. 
6675  you  necessarily  will  view  this  legislation  from  the  point  of 
view  of  taxes  and  costs  as  well  as  benefits  essential  to  provide  protec- 
tion to  our  elderly. 

In  view  of  our  concern  over  the  costs  of  the  social  security  program 
itself,  we  have  questioned  the  incorporation  of  medical  and  hospital 
care  for  the  elderly  through  a  payroll  tax  in  the  social  security  system. 
It  has  been,  and  still  is,  our  contention  that  providing  hospital  and 
medical  care  for  the  aged  on  the  basis  of  "rights"  under  social  security 
will  jeopardize  the  social  security  program  because  of  the  high  costs 
that  will  occur. 

Senator  Douglas.  You  will  forgive  me,  Mr.  Mann,  but  you  know 
that  actuarially  and  financially  the  funds  for  hospital  and  medical 
care  and,  indeed,  for  surgical  and  medical  care,  are  to  be  isolated  from 
the  general  social  security  fund. 

Mr.  Mann.  Yes,  sir. 

Senator  Douglas.  Proceed. 

Mr.  Mann.  I  am  sure  you  will  fully  consider  the  costs  in  the  present 
bill  as  well  as  possible  future  costs  through  demands  that  will  be  made 
for  further  expansion  of  the  medicare  program.  Some  of  these  de- 
mands you  already  have  received ;  for  example,  additional  medical  and 
surgical  benefits  beyond  the  scope  of  H.R.  6675  and  the  elimination 
of  deductibles  in  hospital  care. 
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It  is  the  Illinois  Stat©  chamber's  firm  position  that  medical  and 
hospital  care  must  be  provided  to  our  needy  aged  but  it  should  be  done 
on  the  basis  of  Federal-State  cooperation  with  administration  at  the 
State  and  local  levels.  We  have  continually  supported  this  type  of 
protection  and  we  are  hopeful  that  your  committee  will  approve  provi- 
sions in  H.R.  6675  implementing  what  is  known  as  the  Kerr-Mills 
program,  providing  medical  care  for  the  indigent. 

In  view  of  the  volume  of  testimony  you  have  received,  I  do  not  Vv  ish 
to  burden  you  by  restraining  the  many  issues  brought  to  your  atten- 
tion. However,  there  are  three  matters  of  concern  which  I  specif- 
ically wish  to  point  out. 

When  the  Social  Security  Act  was  amended  by  Congress  in  1956 
providing  disability  benefits,  Congress  recognized  that  these  new  Fed- 
eral payments  would  overlap  with  wage  replacement  benefits  provided 
under  w^orkmen's  compensation.  This  lav/  stipulated  that  the  social 
security  disability  payments  would  be  offset  or  reduced  by  the  amount 
of  benefits  paid  under  workmen's  compensation  in  the  various  States. 
However,  we  believe  an  error  was  made  when  this  offset  provision  was 
deleted  from  the  Social  Security  Act  in  1958.  Section  303  of  H.R. 
6675  compounds  this  error  by  in  effect  allowing  additional  thousands 
of  workers  a  double  package  of  workmen's  compensation  and  social 
security  disability  benefits  for  short-term  temporary  disabilities. 

As  explained  in  an  example  in  my  previous  statement,  under  section 
303  it  will  be  possible  in  Illinois  for  an  injured  w^orkman  wnth  two 
children  to  receive  double  monthly  benefits  of  approximately  $551 — 
tax  free — as  compared  to  his  previous  wage  of  $400  a  month. 

We  strongly  feel  that  your  committee  should  provide  that  social 
security  disability  benefits  be  offset  by  workmen's  compensation  pay- 
ments in  the  various  States  and  further  that  the  present  requirement 
that  a  worker's  disability  must  be  expected  to  result  in  death  or  to  be 
of  long  continued  and  indefinite  duration  be  maintained. 

The  Illinois  State  Chamber  of  Commerce  believes  that  the  individual 
States  should  finance  any  necessary  expansion  of  public  assistance 
programs  for  the  needy  aged,  blind,  disabled,  and  families  with 
dependent  children  without  further  increases  in  Federal  matching 
formulas.  If  Congress  determines,  however,  that  increased  Federal 
payments  are  necessary,  we  wish  to  point  out  our  concern  regarding 
various  provisions  in  H.R.  6675. 

In  discussions  with  the  Illinois  Department  of  Public  Aid,  we  find 
that  section  405  provides  that  a  State  will  receive  added  Federal  aid 
provided  under  title  XIX  and  the  added  Federal  aid  for  money  pay- 
ments provided  in  section  401  only  to  the  extent  that  its  total  expendi- 
tures for  medical  assistance  and  money  grants  under  the  new  system 
effective  in  1966  exceed  the  average  of  its  total  expenditures  for  fiscal 
1964  or  1965,  whichever  the  State  may  select.  This  requirement  will 
penalize  States  like  Illinois  whose  cash  grants,  coupled  with  available 
resources,  are  considerably  above  the  national  average  and  provide  a 
reasonable  subsistence  level  now. 

In  order  to  correct  this  injustice,  we  suggest  that  the  bill  be  amended 
to  require  that  the  Secretary  of  the  Department  of  Health,  Education, 
and  Welfare  establish  a  minimum  standard  for  subsistence  support 
which  he  shall  use  as  a  measure  in  determining  whether  or  not  a  State 
shall  be  exempt  from  the  section  405  formula  for  eligibility  to  receive 
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increased  matching  for  money  pa^yments.  In  addition,  tlie  bill  should 
be  amended  to  exempt  from  the  "maintenance  of  State  effort"  formula 
those  States  who  already  provide  for  money  payment  recipients  the 
five  medical  services  which  will  be  mandatory  as  of  July  1967. 

We  wish  to  bring  to  your  attention  three  requirements  in  proposed 
title  XIX  of  the  Social  Security  Act  which  we  oppose. 

First,  w^e  oppose  the  provision  that  only  the  spouse  of  adult  recipi- 
ents and  parents  for  children  under  21  shall  be  considered  responsible 
relatives.  We  believe  that  children  and  parents  of  adult  recipients,  as 
now  provided  under  title  XYI,  should  be  included  under  title  XIX  as 
responsible  relatives.  In  addition,  brothers  and  sisters  living  in  the 
same  home  of  AFDC  and  general  assistance  recipients  should  be 
required  to  provide  support  according  to  their  ability. 

Second,  we  oppose  the  provision  prohibiting  a  lien  upon  the  property 
of  a  recipient,  Illinois  statutes  currently  provide  that  the  State  may 
oppose  a  lien  upon  the  real  property  of  recipients  of  old  age,  blind,  or 
disability  assistance.  Inasmuch  as  the  homestead  and  contiguous  real 
estate  of  an  individual  is  exempt  in  determining  eligibility  for  both 
money  payments  and  medical  assistance  in  Illinois,  we  believe  that 
the  State  should  not  be  prohibited  from  establishing  a  lien  on  the  real 
property  of  recipients  mentioned  above.  The  prohibition  of  the  lien 
provision,  in  effect,  provides  for  the  creation  of  an  estate  at  public 
expense. 

The  third  requirement  which  concerns  us  would  prohibit  any  dura- 
tional residence  requirement.  Under  all  public  assistance  programs 
in  Illinois,  except  the  aid  to  medically  indigent  aged  program  under 
the  Kerr-Mills  Act,  a  person  must  reside  in  the  State  for  1  year  as  one 
of  the  conditions  for  eligibility.  We  support  the  1-year  residence  re- 
quirement, and  recommend  that  item  (3)  on  page  136  of  the  bill  be 
amended  to  authorize  such  a  requirement  for  eligibility  for  medical 
assistance  under  programs  covered  by  title  XIX. 

In  discussions  on  H.E.  6675  with  the  Illinois  Department  of  Public 
A^id,  we  share  their  concern  that  the  "maintenance  of  State  effort" 
formula  appears  to  inject  a  philosophy  into  the  public  aid  field  that  a 
State  has  to  spend  more  to  get  more.  We  hope  the  Senate  Finance 
Committee  will  remedy  this  situation  by  adopting  the  changes  we  have 
suggested. 

In  my  previously  prepared  statement,  I  have  explained  our  com- 
pany's plans  providing  medical  and  hospital  care  to  our  retirees  which 
they  receive  at  no  cost  to  them.  These  plans  have  been  developed 
through  collective  bargaming  agreements  with  five  unions  and  we  are 
particularly  concerned  as  to  the  effect  the  medicare  provisions  in  H.R. 
6675  will  have  on  these  plans  and  future  expansion  of  this  nationwide 
voluntary  insurance  approach  to  the  problem  of  providing  assistance 
to  retired  workers.  We  trust  your  committee  will  give  due  considera- 
tion to  this  problem. 

Frankly,  it  is  difficult  for  me  to  forecast  what  effect  the  passage  of 
medicare  would  have  on  future  consideration  of  expansion  of  our 
program.  In  our  situation,  the  combined  employer-employee  1.6- 
percent  social  security  tax  for  medicare  is  an  additional  unnecessary 
cost  to  our  company  and  to  our  employees. 

Thank  you  for  your  courteous  attention.  Senator  Douglas. 

(The  prepared  statement  of  Mr.  Mann  follows :) 
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Statemext  of  James  A.  Maxx  fok  the  Illixois  State  Chamber  of  Commerce 

My  name  is  James  A.  Mami.  I  am  personnel  manager  for  Wyman-Gordon  Co., 
Ingalls-Sli&pard  Division,  Harvey,  111.,  producers  of  drop  forgings  for  the  auto- 
motive, aircraft,  truck,  and  tractor  industries.  Currently,  I  am  chairman  of  the 
Social  Security  Committee  of  the  Illinois  State  Chamber  of  Commerce. 

This  statemeiit  is  presented  on  behalf  of  the  Illinois  State  Chamber  of  Com- 
merce, a  statewide  civic  organization  with  a  membership  of  about  20,000  busi- 
nessmen, representing  over  8.500  individual  business  enterprises  in  Illinois.  Since 
1952,  I  have  been  a  member  of  the  Illinois  State  Chamber's  Social  Security  Com- 
mittee which  is  comprised  of  88  individuals,  representing  all  types  of  business  in 
our  State,  ranging  from  the  self-employed  to  some  of  the  Nation's  largest 
corporations. 

Our  committee  lias  constantly  studied  and  reviewed  matters  relating  to  social 
security,  and  the  policies  which  we  recommend  are  approved  by  the  State 
chamber's  TO-member  board  of  directors.  Thus,  my  presentation  and  the  viev,-- 
points  expressed  in  this  statement,  I  am  sure,  are  broadly  representative  of  Illinois 
business. 

COSTS  AXD  taxes 

During  past  years,  the  Illinois  State  Chamber,  through  its  social  security 
committee,  has  supported  expansion  and  improvement  of  social  security  but  has 
stressed  that  this  essentially  is  a  tax  program  wherein  today's  workers  pay  for 
the  benefits  of  today's  retired  workers.  As  an  organization  of  businessmen,  we 
have  been  concerned  with  the  costs  of  these  programs,  both  present  and  future. 
I  am  sure  that  in  your  consideration  of  H.R.  6675  you  necessarily  will  view  this 
legislation  from  the  point  of  view  of  taxes  and  costs  as  well  as  benefits  essential 
to  provide  protection  to  our  elderly.  With  respect  to  taxes,  they  are  taxes 
whether  payroll,  income,  property,  or  excise  and,  of  course,  definitely  affect  our 
economy  in  a  variety  of  ways.  Let  us  just  mention  payroll  taxes  which  are  the 
concern  of  this  legislation.  They  necessarily  increase  the  costs  of  production 
when  paid  by  the  employer  and  the  employee.  In  turn,  such  taxes  contribute 
to  an  inflationary  spiral  throiight  an  increase  in  the  cost  of  living  as  they  must 
become  a  part  of  the  price  paid  for  the  goods  and  services  produced. 

Considering  social  security  taxes  alone,  they  can  develop  into  what  so  often 
is  termed  '"a  vicious  circle."  An  increased  cost  of  living  resulting  from  increased 
prices  for  goods  and  services  will  require  an  increase  in  benefits  to  the  retired 
person.  In  turn,  social  security  taxes,  if  we  are  to  maintain  today's  adopted 
principles,  will  be  increased  with  a  further  resulting  increase  in  the  cost  of 
living.  This  appears  to  be  recognized  now  in  H.R.  6675  where  benefits  are 
increased  to  offset  the  increased  cost  of  living.  We  recognize  that  such  increases 
are  necessary  to  maintain  the  basic  purpose  of  the  social  security  program. 
However,  we  cannot  help  but  be  concerned  with  the  increased  taxes  that  must 
accompany  the  increased  benefits. 

In  view  of  our  concern  over  the  costs  of  the  social  security  program  itself,  the 
State  chamber  has  questioned  the  incorporation  of  a  medical  and  hospital  care 
for  the  elderly  program  through  a  payroll  tax  in  the  social  security  system. 
It  has  been,  and  still  is,  our  contention  that  providing  hospital  and  medical  care 
for  the  aged  on  the  basis  of  rights  under  social  security  will  jeopardize  the  social 
security  program  because  of  the  high  cost  that  will  occur. 

By  this  time,  your  committee  has  analyzed  these  costs  and  I  am  sure  you 
have  similar  concern.  In  past  years,  social  security  experts,  including  those 
in  the  Department  of  Health,  Education,  and  Welfare,  have  warned  that  the 
social  security  tax  should  not  exceed  10  percent  of  taxable  payroll.  However, 
as  you  well  know,  H.R.  6675  provides  eventually  for  a  11.2  percent  tax  rate 
and  that  will  be  on  an  increased  taxable  wage  base  of  $6,600.  It  is  doubtful 
that  anyone  can  forecast  what  the  eventual  tax  will  be  with  the  inclusion  of 
the  medicare  provisions. 

We  sincerely  suggest  that  at  this  time,  after  you  have  determined  whether 
or  not  it  is  wise  to  include  medicare  under  social  security,  you  resist  all  efforts  to 
further  increase  the  costs  of  what  appears  to  be  at  least  a  86  billion-a-year 
increase.  Already,  you  have  received  suggestions  to  provide  further  medical 
and  surgical  benefits  and  to  eliminate  the  deductibles  in  hospital  care.  Xow.  and 
in  the  future,  tliere  will  be  demands  for  increasing  the  maximum  stay  in  hos- 
pitals, added  payments  for  drugs  and  appliances,  the  lowering  of  the  eligibility 
age  for  receiving  benefits,  and  other  provisions  greatly  increasing  costs  to  stag- 
gering proportions.  I  am  sure  you  are  considering  all  these  problems  in  your 
determinations  as  to  the  wisdom  of  placing  medicare  under  social  security. 
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We  are  hopeful  that  your  committee  will  approve  provisions  implementing 
what  is  known  as  the  Kerr-Mills  provisions,  providing  medical  care  for  the 
indigent.  It  is  the  Illinois  State  chamber's  firm  position  that  medical  and  hos- 
pital care  must  be  provided  to  our  needy  aged  and  it  should  be  done  on  the 
basis  of  Federal-State  cooperation  with  administration  at  the  State  and  local 
levels.  We  have  continually  supported  this  type  of  program  and  later  will 
point  out  certain  provisions  which  we  feel  will  curtail  the  ability  of  State  and 
local  administration  to  function  effectively  in  this  field. 

In  view  of  the  volume  of  testimony  you  have  received,  we  do  not  wish  to 
burdeai  you  by  restating  the  many  points  brought  to  your  attention.  However, 
there  are  three  matters  of  concern  which  we  specifically  wish  to  call  to  your 
attention. 

SOCIAL    SECURITY   DISABILITY    BENEFITS  WORKMEN'S  C05iIPENSATI0N 

You  have  heard  much  testimony  concerning  section  303  of  the  Social  Security 
Amendments  of  1965  (H.R.  6675).  In  our  estimation,  this  section  compounds 
an  error  made  in  1958.  It  eliminates  the  present  requirement  that  a  worker's 
disability  must  be  expected  to  result  in  death  or  to  be  of  long-continued  and 
indefinite  duration  and  provides  instead  that  an  insured  worker  will  be  eligible 
for  social  security  disability  benefits  if  he  has  been  totally  disabled  through  a 
continuous  period  of  at  least  6  calendar  months.  Further,  it  provides  that 
disability  benefits  w^ould  be  payable  beginning  with  the  last  month  of  the 
6-month  waiting  period. 

When  the  Social  Security  Act  was  amended  by  Congress  in  1956  providing 
disability  benefits,  Congress  recognized  that  these  new  Federal  payments  would 
overlap  with  wage-replacement  benefits  provided  under  workmen's  compensation. 
This  law  stipulated  that  the  social  security  disability  payments  would  be  "offset" 
or  reduced  by  the  amount  of  benefits  paid  under  workmen's  compensation  in 
the  various  States.  However,  we  believe  an  error  was  made  w^hen  this  "offset" 
provision  was  deleted  from  the  Social  Security  Act  in  1958.  Section  303  of 
H.R.  6675  compounds  this  error  by  in  effect  allowing  additional  thousands  of 
workers  a  double  package  of  workmen's  compensation  and  social  security  disa- 
bility benefits  for  short-term  temporary  disabilities. 

I  would  like  to  point  out  what  could  happen  in  Illinois  under  this  provision. 
Workmen's  compensation  benefits  are  to  be  substantially  increased  in  our  State 
this  year.  For  example,  an  individual  who  becomes  temporarily  totally  disabled 
and  has  two  dependent  children  will  be  able  to  receive  as  much  as  $69  a  week. 
He  may  receive  this  for  64  weeks.  Assuming  he  had  w^ages  of  $4,800  a  year, 
under  H.R.  6675  he  will  be  eligible  to  receive  family  benefits  of  $271.80  for  his 
disability  after  5  months.  Combine  this  with  his  workmen's  compensation  bene- 
fits of  at  least  $280  a  month  and  this  worker  could  receive,  from  the  two  benefit 
systems,  monthly  payments  of  at  least  $551.80  until  his  64-week  period  of  tem- 
porary total  benefits  have  been  exhausted  in  Illinois.  I  am  sure  you  know  that 
his  medical  and  hospital  expenses  are  paid  during  this  period  under  workmen's 
compensation  and  that  the  benefits  are  tax  free. 

To  use  even  more  conservative  figures,  the  average  social  security  disability 
monthly  payment  as  of  January  1964  ( Social  Security  Bulletin,  May  1964,  vol.  27, 
No.  5,  p.  32)  would  amount  to  $185.18  for  an  individual  with  a  wife  amd  two  chil- 
dren. Adding  the  7  percent  benefit  increase  in  H.R.  6675,  it  appears  that  this 
beneficiary  would  receive  an  average  monthly  disability  benefit  of  at  least 
$198.14  under  the  provisions  in  H.R.  6675.  In  this  instance,  his  combined  bene- 
fits would  amount  to  approximately  $478  per  month  as  compared  to  the  monthly 
wage  of  $400  or  less.  This  becomes  further  exaggerated  as  top  weekly  work- 
men's compensation  benefits  in  Illinois  will  be  $76  for  the  individual  with  the 
same  earnings  and  four  childrem. 

There  is  general  agreement  that  everything  should  be  done  to  rehabilitate 
an  injured  worker  and  to  provide  incentives  for  him  to  return  to  work.  We 
firmly  believe  that  the  average  disabled  worker  desires  active  employment  rather 
than  the  idle  drawing  of  benefits :  however,  it  appears  that  there  would  be  a 
tremendous  incentive  for  individuals  to  accept  monthly  benefits  (tax  free) 
considerably  in  excess  of  his  earnings. 

We  strongly  feel  that  your  committee  should  provide  that  these  social  security 
disability  benefits  be  offset  by  workmen's  compensation  payments  in  the  various 
States  and  further  that  the  present  requirement  that  a  worker's  disability  must 
be  expected  to  result  in  death  or  to  be  of  long  continued  and  indefinite  duration  be 
maintained. 
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liEVISIOXS  AFFECTIXG  PUBLIC  ASSISTAXCE  TITLES  OF  THE  SOCIAL  SECURITY  ACT 

The  Illinois  State  Chamber  of  Commerce  believes  that  the  individual  States 
should  finance  anj"  necessary  expansion  of  public  assistance  i>rograms  for  the 
needy  aged,  blind,  disabled,  and  families  with  dependent  children  without  further 
increases  in  Federal-matching  formulas.  Local  and  State  administrators  in 
each  State  are  closer  to  the  needs  of  public  assistance  recipients  and  other 
needy  individuals.  They  are  also  acuteh'  aware  of  the  ability  of  taxpayers 
within  their  respective  States  to  finance  expanded  medical  assistance  and 
grant  benefits.  If  Federal  funds  were  not  available,  many  States  would  not  be 
pushing  to  expand  medical  services  and  grants  so  rapidly.  If  Congress  deter- 
mines, however,  that  increased  Federal  payments  are  necessary,  we  wish  to  point 
out  our  concern  regarding  various  provisions  in  H.R.  6675. 

TITLE  IV,  PUBLIC  ASSISTANCE,  AISIEXDMEIN-TS,   SECTION  405,  MAINTEXANCE  OF  STATE 
PUBLIC  ASSISTANCE  EXPENDITURES 

In  discussions  with  the  Illinois  Department  of  Public  Aid,  we  find  that  section 
405  provides  that  a  State  vcill  receive  added  Federal  and  provided  under  title 
XIX  and  the  added  Federal  aid  for  money  payments  provided  in  section  401  only 
to  the  extent  that  its  total  expenditures  for  medical  assistance  and  money 
grants  under  the  new  system  effective  in  1966  exceed  the  average  of  its  total 
expenditures  for  fiscal  1964  or  1965,  whichever  the  State  may  select.  This 
requirement  will  penalize  States  like  Illinois  whose  cash  grants,  coupled  with 
available  resources,  are  considerably  above  the  national  average  and  provide  a 
reasonable  subsistence  level  now.  It  will  have  the  same  effect  where  com- 
prehensive medical  care  has  been  provided  public  aid  recipients  for  a  number  of 
years,  and  where  a  State  has  forged  ahead  in  implementing  a  program  of  aid  to 
medically  indigent,  both  for  the  aged,  (under  Kerr-Mills)  and  for  the  group 
under  65  provided  for  by  local  and  State  funds. 

In  order  to  correct  this  injustice,  we  suggest  that  the  bill  be  amended  to 
require  that  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare 
establish  a  minimum  standard  for  subsistence  support  which  he  shall  use  as  a 
measure  in  determining  whether  or  not  a  State  shall  be  exempt  from  the  section 
405  formula  for  eligibility  to  receive  increased  matching  for  money  payments. 
In  addition,  the  bill  should  be  amended  to  exempt  from  the  ''Maintenance  of 
State  effort"  formula  those  States  who  already  provide  for  money  payment 
recipients  the  five  medical  services  which  will  be  mandatory  as  of  July  1967. 

TITLE  XIX,  GRANTS  TO  STATES  FOR  MEDICAL  ASSISTANCE  PROGRAMS 

We  wish  to  bring  to  your  attention  three  requirements  in  proposed  title 
XIX  of  the  Social  Security  Act  which  we  oppose. 

First,  we  oppose  the  provision  that  only  the  spouse  of  adult  recipients  and 
parents  for  children  under  21  shall  be  considered  responsible  relatives.  We 
believe  that  children  and  parents  of  adult  recipients,  as  now  provided  under 
title  XVI.  should  be  included  under  title  XIX  as  responsible  relatives.  In  addi- 
tion, brothers  and  sisters  living  in  the  same  home  of  AFDC  and  general  assistance 
recipients  should  be  required  to  provide  support  according  to  their  ability.  If 
this  provision  is  not  changed,  the  Illinois  Department  of  Public  Aid  points  out 
that  an  administrative  monstrosity  will  be  created  because  of  the  contrast  to 
provisions  currently  in  effect  under  titles  I.  lY,  X,  XIV,  and  XVI. 

Second,  we  oppose  the  provision  prohibiting  a  lien  upon  the  property  of  a 
recipient.  Illinois  statutes  currently  provide  that  the  State  may  impose  a  lien 
upon  the  real  property  of  recipients  of  old  age,  blind,  or  disabilitv  assistance. 
Inasmuch  as  the  homestead  and  contiguous  real  estate  of  an  individual  is 
exempt  in  determining  eligibility  for  both  money  payments  and  medical  assist- 
ance in  Illinois,  we  believe  that  the  State  should  not  be  prohibited  from 
establishing  a  lien  on  the  real  property  of  recipients  mentioned  above.  The 
prohibition  of  the  lien  provision,  in  effect,  provides  for  the  creation  of  an  estate 
at  public  expense. 

The  third  requirement  which  concerns  us  would  prohibit  any  durational  resi- 
dence requirement.  Under  all  public  assistance  programs  in  Illinois,  except  the 
aid  to  medically  indigent  aged  program  under  the  Kerr-Mills  Act,  a  person  must 
reside  in  the  State  for  1  year  as  one  of  the  conditions  for  eligibility.  We 
support  the  1-year  residence  requirement,  and  recommend  that  item  (3)  on  page 
136  of  the  bill  be  amended  to  authorize  such  a  requirement  for  eligibility  for 
medical  assistance  under  programs  covered  by  title  XIX. 
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In  discnssions  on  H.R.  6675  with  the  Illinois  Department  of  Public  Aid,  we 
share  their  concern  that  the  "maintenance  of  'State  effort"  formula  appears  to 
inject  a  philosophy  into  the  public  aid  field  that  a  State  has  to  spend  more  to 
get  more.  We  hope  the  Senate  Finance  Committee  will  remedy  this  situation 
by  adopting  the  changes  we  have  suggested.  It  is  our  understanding  that  the 
Illinois  Department  of  Public  Aid  will  recommend  revision  or  clarification  of  a 
number  of  the  medical  assistance  provisions  in  title  XIX  that  will  adversely 
affect  the  operation  of  public  assistance  programs  in  Illinois. 

COLLECTIVE  BARGAINING  AGREEMENTS 

Your  committee  has  received  volumes  of  testimony  on  the  great  expansion  of 
voluntary  insurance  plans  providing  medical  and  hospital  care  for  the  aged  and 
it  is  our  belief  that  this  tremendous  growth  of  voluntary  insurance  makes 
medicare  under  social  security  unnecessary.  I  do  not  intend  to  dwell  on  that 
point.  However,  I  wish  to  express  particular  concern  on  the  effect  the  basic  plan 
for  providing  hospital  insurance,  etc.,  under  social  security  could  have  on  exist- 
ing and  future  medical  and  hospital  plans  for  retirees  under  collective  bargain- 
ing agreements.  It  is  our  firm  opinion  that  the  growth  and  expansion  of  these 
programs  wherein  mianagement  and  labor  determine  the  types  of  policies  they 
wish  to  buy  and  the  benefits  they  can  afford  will  be  discouraged  through  this 
medicare  program.  It  is  our  fear  that  with  possible  expansion  of  the  Govern- 
ment's program,  increasing  employer  and  employee  costs  under  the  compulsory 
social  security  tax  will  discourage  employers  to  enter  into  new  contracts 
providing  these  benefits  to  their  retirees. 

At  present,  there  are  many  Illinois-based  firms  providing  both  hospital  and 
medical  care  protection  for  their  retired  workers,  and  I  am  sure  this  Illinois 
experience  is  representative  of  the  Nation  as  a  whole.  I  would  like  to  briefly, 
as  an  example,  relate  to  you  what  has  happened  in  my  own  company. 

Through  the  process  of  collective  bargaining  with  three  international  unions, 
namely,  the  International  Association  of  Machinists,  the  International  Brother- 
hood of  Electrical  Workers,  and  the  International  Brotherhood  of  Boilermakers, 
as  well  as  one  independent  union,  the  Employees'  Independent  Union,  employees 
retiring  under  the  Wyman-Gordon  benefit  plan,  a  voluntary  plan,  are  provided 
with  365  days  of  Bine  Cross  protection,  $375  maximum  Blue  Shield,  and  major 
medical  expense  benefits  for  the  duration  of  their  retirement,  at  no  cost  to  the 
pensioner.  The  same  coverage  is  provided,  at  no  cost,  to  the  wife  of  the  pen- 
sioner. At  the  death  of  the  pensioner.  Blue  Cross-Blue  Shield  and  major  medical 
benefits  are  provided  the  wife  until  her  death  or  remarriage,  and  again  at  no 
cost.  In  addition,  group  life  insurance  is  also  provided  the  pensioner  at  no 
cost  to  him.  The  same  coverages  are  also  provided  nonunion  employees,  retiring 
under  our  retirement  program. 

The  pensioners  of  our  fifth  union,  the  International  Die  Sinkers  Conference, 
are  provided  with  120  days  Blue  Cross  and  $375  maximum  Blue  Shield  cover- 
age, at  no  cost  to  tliem.  These  same  benefits  are  extended  to  the  wife  of  the 
pensioner,  and  again  at  no  cost  to  the  pensioner. 

Frankly,  it  is  difiicult  for  me  to  forecast  what  effect  the  passage  of  medicare 
would  have  on  future  consideration  of  expansion  of  our  program.  In  our  situa- 
tion, the  combined  employer-employee  1.6  percent  social  security  tax  for  medi- 
care is  an  additional  unnecessary  cost  to  our  company  and  to  our  employees. 

Senator  Douglas.  Thank  you,  Mr.  Mann,  very  much  for  your  very 
able  statement. 

On  tliis  question  of  the  maintenance  of  the  State  effort,  formula,  I 
think  the  reason  why  the  Comxmittee  on  Ways  and  Means  of  the 
House  included  that  was  because  of  the  experience  we  have  had  on 
old  age  assistance.  On  a  number  of  occasions  when  we  have  increased 
the  Federal  grants  for  old  age  assistance,  intending  to  benefit  the 
aged  persons,  what  we  have  found  has  been  that  the  States  have  dim- 
inished their  payments  to  the  aged  by  approximately^  the  same  amount 
as  that  which  the  Federal  Government  has  added,  and  that  therefore 
the  Federal  expenditures  served  in  these  cases  not  for  the  benefit  of 
the  aged  but  for  the  benefit  of  the  states.  Therefore,  this  provision 
that  the  States  cannot  reduce  their  expenditures  below  that  which  they 
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formerly  paid  out,  was  put  in,  I  think,  in  order  to  insure  that  the 
benefits  would  go  to  the  aged. 

Do  you  have  any  comment  on  that  ? 

Mr.  Mann.  I  might  say,  Senator,  that  according  to  the  Illinois 
public  aid  people,  during  1965 — Illinois  will  spend  $82  million,  and 
under  the  present  formula  the  Federal  government  will  meet  only  $21 
million  or  25.7  percent. 

For  the  aged  and  the  blind  we  plan  to  spend  $44.1  million ;  for  aid 
to  the  dependent  children,  $19.3  million;  for  the  medically  indigent 
aged,  $7  million.    This  is  a  total  of  $70.4  million . 

On  the  50  percent  matching  Ave  should  be  entitled  to  $35  million. 
However,  we  are  getting  $21  million,  and  we  are  $14  million  short. 

Senator  Douglas.  I  am  not  saying  that  Illinois  has  been  at  fault. 
But  I  Imow  that  in  some  States  the  added  Federal  grant  has  been 
used  to  diminish  the  amount  of  the  State  payment  with  the  result 
that  the  aged  are  very  little  better  off  than  before.  What  has  hap- 
pened is  that  the  Federal  Government  has  assuixied  part  of  the  burden 
of  the  State  budget .  I  take  it  that  the  members  of  the  House  Ways  and 
Means  Committee,  believing  in  local  self-governinent  and  local  re- 
sponsibility, did  not  wish  to  encourage  that. 
Mr.  Mann.  I  see. 

Senator  Douglas.  On  the  question  of  the  effect  of  medicare  on 
previous  collective  bargaining  agreements,  don't  you  suppose  you  will 
be  able  to  get  a  readjustment  of  the  benefits  so  that  with  the  aid  of 
hospital,  nursing  homes,  home  visiting  nurse  care  for  the  aged  largely 
provided  for,  and  with  medical  and  surgical  benefits  provided  for  the 
aged  persons,  you  will  be  able  to  get  a  readjustment  so  that  instead  of 
duplication  of  a.ged  benefits  these  costs  can  be  shifted  to  greater  bene- 
fits for  those  under  65  ?    So  there  will  be  not  net  increase  for  you, 

but  really  a  readjustment  

Mr.  Mann.  Medicare  will  undoubtedly  act  as  a  deductible  to  our 

hospital  and  surgical  programs.    But  the  additional  costs  

Senator  Douglas.  And,  therefore,  diminish  the  costs  to  you. 
Mr.  Mann.  Slightly.  But  the  cost  of  medicare  to  the  employee 
and  the  employer  in  dollars  and  cents  amomits  to  a  great  deal  of 
money,  which  we  could  use  over  the  years  to  go  out  and  purchase 
better — broaden,  expand  our  insurance  programs  over  and  above 
what  medicare  could  possibly  give  them. 

Senator  Douglas.  That  may  well  be.  What  I  am  simply  trying  to 
say  is  that  you  would  either  increase  your  benefits  to  those  over  65 
or  diminish  your  contributions  for  the  supplemental  benefits  under 
3'Our  plan.  Protection  will  be  provided  under  social  security  rather 
than  undei  collective  bai^ainm^.  I  have  no  doubt  that  you  will  urge 
that  in  your  collective  bargaining  negotiations.  I  think  it  vrould  be 
very  hard  for  a  union  to  resist  in  all  good  conscience. 
Do  you  Avant  to  make  any  comment  on  that  ? 

Mr.  Mann.  No.  I  will  make  no  further  comment  on  that,  other 
than  to  say  that  our  retired  employees  have  the  same  type  of  coverage, 
with  the  exception  of  life  insurance,  that  our  active  employees  have, 
and  I  think  it  is  perhaps  the  best  and  most  comprehensive  coverage 
in  Cook  County.  How  the  retired  employees  are  going  to  feel  about 
I     medicare,  I  don't  know. 

Senator  Douglas.  Well,  they  make  no  contribution  as  retired 
employees  to  that  protection. 
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Mr.  Man>7.  IS'oiie  wliatsover,  and  I  might  say,  Senator,  in  addition 
to  the  retired  employee,  his  wife  is  also  covered  at  no  cost  to  him. 
Upon  his  death,  the  Blue  Cross  and  Blue  Shield,  and  major  medical 
catastrophic  insurance  is  given  to  her  at  no  cost  to  her  until  her 
death  or  remarriage,  which  makes  it  a  very  attractive  package. 

Senator  Douglas.  I  think  it  is  very  generous,  and  you  are  to  be 
commended  for  agreeing  to  that  provision. 

Mr.  Mann.  Thank  you. 

Senator  Douglas.  I  simply  say  if  protection  under  social  security 
is  substituted  for  this,  it  would  seem  to  me  that  you  could  either  shift 
benefits  to  those  under  65  or  diminish  contributions  and,  hence,  make 
economies  for  yourself.  We  will  leave  that  for  the  future.  In  the 
meantime,  think  you  very  much. 

Mr.  Mann.  You  are  welcome,  sir. 

Senator  Douglas.  We  will  recess  this  hearing  mitil  tomorrow 
morning  at  10  o'clock. 
Thank  you. 

(Whereupon,  at  12:40  p.m.,  the  committee  was  in  recess,  to  recon- 
vene at  10  a.m.,  Tuesday,  May  18, 1965.) 
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TUESDAY,  MAY  18,  1965 

U.S.  Senate, 
Committee  ois[  Finance, 

Washington^  D.O. 
The  committee  met,  pursuant  to  recess,  at  10  a.m.,  in  room  2221, 
New  Senate  Office  Building,  Senator  Abraham  Eibicoff  presiding. 
Present :  Senator  Eibicolf ,  Douglas,  and  Williams. 
Also  present :  Elizabeth  B.  Springer,  chief  clerk. 
Senator  Eibicoff.  The  meeting  of  the  Committee  on  Finance  will 
be  in  order. 

The  first  witness  will  be  Mr.  Hiram  R.  Hershey . 
You  may  proceed,  sir. 

STATEMENT  OF  HIEAM  E.  HEESEEY,  OLD  OEBEE  AMISH 

COMMITTEE 

Mr.  Hershey.  Statement  for  the  Committee  on  Finance,  U.S. 
Senate,  May  18,  1965.  Hon.  Chairman,  honorable  members  of  the 
committee,  ladies,  and  gentlemen,  this  appeal  is  being  made  in  behalf 
of  the  Old  Order  Amish  and  related  church  groups  in  reference  to 
i  H.R.  6675,  section  319,  subsection  (h),  to  exempt  those  conscientiously 
opposed  to  participation  in  social  security  in  any  form.    [Reading :] 

We,  as  a  church  body,  deeply  and  sincerely  appreciate  your  efforts  to  work 
I    out  a  favorable  solution  to  our  request  for  exemption  from  the  old-age  and 
survivors  insurance.    We  prayerfully  ask  you  to  consider  our  plea  on  the 
grounds  that  we  have,  for  hundreds  of  years,  provided  for  our  needy.    Our  desire 
to  live  up  to  our  convictions  as  our  forefathers  did  compels  our  plea. 

As  we  feel  our  beliefs  and  faith  are  grounded  on  the  rock,  Jesus  Christ, 
against  whom  the  gates  of  hell  shall  not  prevail  (New  Testament;  Matthew 
,  16 : 18),  it  is  our  Christian  duty  to  look  unto  God  for  our  protection.  To  partici- 
I  pate  in  the  social  security  program  would,  in  our  opinion,  be  laying  up  treasures 
■  upon  earth,  contrary  to  our  Lord's  teachings  (New  Testament;  Matthew 
i    16  : 19-34)  and  would  not  preserve  God's  blessing  in  our  church. 

During  the  past  several  years  various  meetings  have  been  held  among  the 
I  Old  Order  Amish  regarding  social  security  with  most  of  the  19  States  represented 
I  in  which  our  people  live.  Bishops,  ministers,  and  laymen  were  present  each 
\  time.  At  each  meeting  a  prayer  for  our  Government  was  offered  to  God  because 
!  we  believe  it  our  Christian  duty  to  pray  for  those  who  have  dominion  over  us. 
i    In  article  XIII  of  our  confession  of  faith,  it  states  : 

]  ''We  also  believe  and  confess  that  God  has  instituted  civil  government,  for  the 
punishment  of  the  wicked  and  the  protection  of  the  pious.  And  also,  to  pre- 
.  serve  its  subjects  in  good  order  and  under  good  regulations.  Wherefore,  we  are 
I  not  permitted  to  despise,  blaspheme,  or  resist  the  same,  but  are  to  acknowledge 
it  as  a  minister  of  God  and  be  subject  and  obedient  in  all  things  that  do  not 
.  militate  against  the  law,  will,  and  commandments  of  God.  We  are  also  to  pay 
i    it  custom,  tax,  and  tribute,  thus,  giving  it  what  is  its  due,  as  Jesus  Christ  himself 
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did.  That  we  are  also  to  pray  for  our  g-overnment  and  its  welfare,  so  that  we 
may  live  under  its  protection,  maintain  ourselves,  and  'lead  a  quiet  and  peace- 
able life  in  all  godliness  and  honesty.'  And  further,  that  the  Lord  would  recom- 
pense them  (our  rulers)  here  and  in  eternity,  for  all  the  benefits,  liberties, 
and  favors  which  we  enjoy  under  their  laudable  administration"  (Dortrecht 
Confession  of  Apr.  21,  1632  ;  Romans  13  : 1-7  ;  Titus  3 : 1,  2 ;  I  Peter  2  : 17  ; 
Matthew  17  :  27,  22 :  21 ;  I  Timothy  2 :  1,  2.) . 

We  feel  that  under  the  rights  established  in  the  Constitution  of  the  United 
States  of  America,  our  plea  to  you  is  only  to  preserve  our  liberties.  In  the 
Preamble  it  is  stated,  '"and  secure  the  blessings  of  liberty  to  ourselves  and  our 
posterity."  It  is  the  grave  danger  of  losing  our  posterity  to  the  influence  of  the 
world  that  causes  our  concern  over  having  a  part  in  the  social  security  program. 

Could  we  not  as  a  church  group  be  exempted  from  this  program  as  we  have 
been  exempted  from  participating  in  military  service?  We  feel  this  exemption 
has  been  a  blessing  to  our  country. 

We  feel  obliged  to  the  Government  to  pay  all  our  due  taxes,  but  the  old-age 
and  survivors  insurance  is  not  a  tax.  We  have  no  licensed  insurance.  Liability 
insurance  is  not  tolerated  in  most  Amish  communities. 

In  conclusion,  we  again  ask  you  to  prayerfully  consider  our  plea.  We 
firmly  believe  in  the  motto  inscribed  on  all  our  coins,  "In  God  We  Trust,"  and 
to  assure  this  trust  for  our  posterity,  we  ask  you  to  grant  us  our  request. 

The  preceding  statement  is  part  of  a  resolution  written  at  a  meeting 
held  in  Burton,  Ohio,  on  August  27,  1964.  Sixty-two  leaders  of  the 
Old  Order  Amish  signed  the  statement  at  that  time.  Respectfully 
submitted,  Hiram  R,  Hershey,  spokesman  for  the  Old  Order  Amish, 
Rural  Delivery  1,  Harleysville,  Pa. 

I  submJt  for  the  record  a  substantiating  statement  entitled :  "Con- 
stitutionality of  optional  exemption  of  members  of  a  certain  religious 
faith  from  the  social  security  self-employment  tax  or  optional  recovery 
of  the  tax  paid." 

Senator  Ribicoff.  Thank  you  very  much,  Mr.  Hershey. 

It  will  be  placed  in  the  record. 

(The  statement  follows :) 

The  General  Counsel  of  the  Treasury. 

Washhigfon,  B.C.,  August  6,  1964. 
Constitutionality  of  Optional  Exemption  of  Members  of  a  Certain  Religious 
Faith  From  the  Social  Security  Self-Employed  Tax  or  Optional  Recovery 
of  the  Tax  Paid 

Legislation  has  been  proposed  in  the  present  and  the  previous  Congress  to  pro- 
vide optional  exemption  from  the  social  security  self -employment  tax  for  "a 
member  or  adherent  of  a  recognized  religious  faith  whose  established  tenets  or 
teachings  are  such  that  he  cannot  in  good  conscience  without  violating  his  faith 
accept  the  benefits  of  insurance."  upon  a  finding  by  the  Secretary  of  Health.  Edu- 
cation, and  Welfare  that  his  application  for  exemption  was  made  in  good  faith 
and  that  the  members  of  such  religious  faith  make  adequate  provision  for 
elderly  members  to  prevent  their  becoming  public  wards.^  Senators  Clark  and 
Scott,  among  the  chief  proponents  of  this  legislation,  have  explained  that  the 
faith  in  question  is  that  of  those  Amish  Mennonites  who  are  known  as  the  plain 
people  or  old  order  Amish  who  live  in  relative  independence  and  isolation  in 
rural  communities  and  adhere  strictly  to  many  literal  lublical  injunctions,  in- 
cluding reliance  on  divine  providence  for  their  care.  The  consistency  and  sin- 
cerity of  the  sect  is  attested  to  by  the  refusal  of  most  of  their  members  to  accept 
social  security  benefits  or  pay  the  self -employment  tax. 

In  the  consideration  of  these  bills  in  Congress  the  question  was  raised  as  to 
whether  the  proposed  exemption  v.'-ould  be  constitutional  and  the  views  of  the 
Treasury  Department  w^ere  requested.  This  opinion  is  in  response  to  that  re- 
quest. Since  then,  additional  legislative  proposals,  including  an  alternative 
proposal  of  r^^lief  for  the  Amish  in  the  form  of  tax  recovery  in  place  of  tax 
exemption,  have  been  discussed  in  a  joint  statement  by  the  Treasury  Depart- 
ment and  the  Department  of  Health,  Education,  and  Welfare,  entitled  "Request 


1  S.  294,  88th  Cong.  ;  H.R.  10606,  87th  Cong.,  among  others. 
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of  the  Old  Order  Amish  for  Exemption  From  the  Social  Security  Self-Employ- 
ment Tax,"  which  was  transmitted  to  interested  Members  of  Congress  by  a  joint 
letter  dated  July  20,  1964.  In  connection  with  the  earlier  request,  it  is  also  ap- 
propriate to  consider  the  constitutionality  of  these  proposals,  as  well  as  the  consti- 
tutionality of  the  various  limitations  included,  or  suggested  for  inclusion,  in 
the  definition  of  the  faith  whose  members  or  adherents  would  be  eligible  for 
exemption.  The  joint  statement  referred  to  above  reviews  the  religious  tenets 
and  modes  of  life  of  these  Amish  and  provides  an  extended  analysis  of  the 
social  security  system  and  the  possible  elfects  of  an  exemption,  I  will  not, 
therefore,  in  this  opinion  cover  any  of  this  factual  material.  A  copy  of  this 
joint  statement  is  attached  hereto. 

CONCLUSION  ON  TAX  EXEMPTION  AND  TAX  RECOVERY 

JNIy  conclusion,  based  upon  a  review  of  the  principles  of  constitutional  law. 
is  that  there  is  no  valid  constitutional  objection  to  the  proposed  exemption  and 
that  the  question  of  exemption  is  one  of  public  policy  for  Congress  to  determine. 
After  discussion  of  the  grounds  for  this  conclusion  I  will  review  in  the  latter 
part  of  this  opinion  the  constitutionality  of  various  proposed  additional  limita- 
tions upon  the  exemption. 

This  conclusion  concerning  tax  exemption  comprehends  any  provision  by 
Congress  for  tax  recovery,  since  tax  exemption  is  the  most  complete  relief  that 
could  be  given.  In  the  subsequent  discussion,  therefore,  the  constitutional  con- 
clusions with  respect  to  the  requirements  of  uniformity,  of  the  first  amendment, 
and  of  due  process  should  be  read  as  also  extending  to  a  provision  for  tax 
recovery. 

Congress  and  the  States  have  provided  for  the  recovery  of  taxes  in  various 
situations  where  for  reasons  of  public  policy  the  legislature  has  determined  this 
to  be  appropriate.  I  have  found  no  constitutional  challenge  of  these  provisions. 
For  example,  20  U.S.C.  6420  provides  for  refund  of  the  gasoline  taxes  paid 
for  gasoline  used  for  farming  purposes.  A  similar  provision  in  the  Virginia 
Code,  section  58-715  (Supp.  1064),  includes  refunds  for  gasoline  used  for  public 
or  nonsectarian  school  buses^ — 26  U.S.C.  6418  provides  for  refund  of  the  Federal 
tax  on  sugar  manufactured  in  the  United  States  to  those  who  use  such  sugar  as 
livestock  feed  or  in  the  distillation  of  alcohol. 

If  members  of  the  designated  religious  faith  w^ere  permitted  to  choose  to 
recover  in  monthly  installments  the  amount,  and  only  the  amount,  of  the  social 
security  taxes  they  have  paid,  they  would  be  under  a  limitation  which  operated 
to  their  disadvantage  as  compared  with  other  social  security  taxpayers  to  whom 
an  indefinite  amount  of  social  security  recovery  would  be  available  in  the  form 
of  insurance.  Consequently,  it  would  seem  that  no  other  social  security  tax- 
payer would  be  in  a  position  to  claim  that  the  tax  recovery  allowed  to  the 
Amish  in  any  w^ay  discriminated  against  him  or  added  to  his  tax  burden. 

1.  The  requirement  of  nnifo7'mlty. — The  Constitution  provides  in  article  I, 
section  8,  clause  1 :  "The  Congress  shall  have  power  to  lay  and  collect  taxes, 
duties,  imposts,  and  excises,  to  pay  the  debts  and  provide  for  the  common  de- 
fense and  general  welfare  of  the  United  States  :  but  all  duties,  imposts,  and  ex- 
cises shall  be  uniform  throughout  the  United  States  *  *  This  canon  of  uni- 
formity has  been  long  established  to  be  a  requirement  of  geographical  uniformity 
only.  Knowlton  v.  Moore  (178  U.S,  41  (1900))  ;  BrushaJyer  v.  Union  P.R.  Co. 
(240  U.S.  1  (1916))  ;  Fernandez  v.  Wiener  (326  U.S.  340  (1945)).  Insofar  as 
uniformity  may  be  required  as  an  element  of  reasonableness  under  the  due 
process  clause,  the  problems  are  dealt  with  in  my  discussion  of  the  application 
of  that  clause. 

2.  The  first  amendment. — The  proposed  exemption,  if  allowed,  would  represent 
a  determination  by  Congress  that  an  accommodation  of  the  self-employment  tax 
law  to  prevent  offense  to  religious  scruples  against  insurance  would  liot  be  con- 
trary to  public  policy.  The  first  amendment  provides  that  '"Congress  shall  make 
no  law  respecting  an  establishment  of  religion,  or  prohibiting  the  free  exercise 
thereof  *  *  *."  The  question  is  whether  an  exemption  from  the  social  security 
tax  would  he  constitutional  as  an  accomni'odation  or  mitigation  of  a  general 
requirement  in  order  to  permit  the  free  exercise  of  a  religion  or  whether  it  would 
be  an  "aid"  to  the  specified  religion  at  the  expense  of  other  religions  and  there- 
fore be  an  unconstitutional  establishment  of  religion. 

It  is  my  conclusion  that  the  proposed  exemption  would  in  all  probability  be 
held  to  be  a  valid  accommodation  of  the  general  law  to  permit  religious  liberty 
under  the  free  exercise  clause.    The  subsidiary  question  whether  the  definition 
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of  the  persons  exempted  may  be  a  reasonable  classification  under  the  due  process 
clause  is  discussed  in  a  subsequent  part  of  this  opinion.  I  base  my  conclusion  on 
the  following  decisions  of  Federal  and  State  courts,  particularly  the  Supreme 
Court,  which  interpret  the  first  amendment  to  permit  accommodations  to  re- 
ligious beliefs.  This  discussion  will  be  followed  by  an  analysis  of  those  cases 
which  hold  that  certain  governmental  action  is  a  violation  of  the  establishment 
clause,  in  order  to  make  clear  that  this  exemption  would  not  be  an  establishment 
of  religion. 

The  classic  example  of  the  application  of  the  free  exercise  clause  is  the  series 
of  cases  which  have  upheld  congressional  exemption  of  conscientious  objectors 
from  military  service.  The  validity  of  this  exemption  was  first  established  by 
the  Selective  Draft  Law  Cases  (245  U.S.  366  (1918) ),  upholding  the  exemption 
in  the  draft  law  of  members  of  religious  sects  ''whose  tenets  prohibited  the  moral 
right  to  engage  in  war."  The  Solicitor  General  had  argued  (p.  374)  that  this 
exemption  did  not  establish  such  religions  but  simply  aided  their  free  exercise. 
The  court  considered  that  the  congressional  authority  to  provide  such  exemption 
was  so  obvious  that  it  need  not  argue  the  point  (pp.  389-390) . 

The  present  Universal  Military  Training  and  Service  Act  enacted  June  24.  1948 
(ch.  625,  62  Stat.  604),  as  amended,  in  section  6(j)  (50  U.S.C.  app.  456 (j)), 
exempts  from  combatant  training  and  service  in  the  Armed  Forces  a  person  "who 
by  reason  of  religious  training  and  belief,  is  conscientiously  opposed  to  partici- 
pation in  war  in  any  form."  This  exemption  continues  to  be  recognized  as  con- 
stitutional under  the  free  exercise  clause.  ClaTk  v.  United  States  (236  F.  2d  13 
(9t.h  Cir.  1956),  cert,  denied,  352  U.S.  882  (1956))  ;  United  States  v.  Jakotson, 
(325  F.  2d  409  (2d  Cir.  1963),  cert,  granted  32  L.W.  3385,  May  5.  1964).  Certio- 
rari was  granted  in  the  Jakohson  case  and  in  two  other  conscientious  ob.1ector 
cases,^  apparently  in  order  to  reconcile  the  conflict  between  the  second  and  ninth 
circuits  as  to  whether  the  'Statutory  definition  of  "religious  training  and  belief" 
as  being  a  "belief  in  a  relation  to  a  Supreme  Being"  may  constitutionally  be 
applied  to  exclude  a  conscientious  objector  whose  belief  is  based  on  humanistic 
principles.  This  conflict  is  one  essentially  concerned  with  reasonable  classifica- 
tion of  an  exemption  under  the  due  process  clause,  discussed  below.  It  does  not 
concern  the  constitutional  right  of  Congress  to  exempt  conscientious  objectors 
under  the  free  exercise  clause. 

In  the  Jakodson  case  the  second  circuit  faced  the  problem  whether  "making 
exemption  from  military  service  turn  on  religious  training  and  belief  as  stated 
in  section  6(j)  aids  religions,  and  more  particularly  religions  based  on  a  belief 
in  the  existence  of  God"  (p.  414)  and  thereby  conflicts  with  the  holding  in 
Torcaso  v.  Watkin^  (367  U.S.  488  (1961)  ).  There  it  was  determined  that  Mary- 
land could  not  require  an  oath  affirming  a  belief  in  God  as  a  prerequisite  to 
becoming  a  notary  public.  The  Jako'bson  court  concluded  that  "the  important 
distinction  seems  to  us  to  be  that,  in  contrast  to  Maryland's  notary  public  oath, 
Congress  enacted  this  statute,  in  mitigation  of  what  we  assume  to  be  the  consti- 
tutionally permissible  course  of  denying  exemptions  to  all  objectors,  for  the  very 
purpose  of  protecting  'the  free  exercise''  of  religion  by  those  whose  religious 
beliefs  were  incompatible  with  military  service  which  Congress  had  the  right  to 
require"  ( pp.  414-415 ) .    [Emphasis  supplied.] 

An  exemption  identical  with  that  in  the  1948  military  training  act  was  specifi- 
cally included  in  section  337(a)  of  the  Immigration  and  Naturalization  Act  of 
June  27.  1952  (ch.  477,  66  Stat.  163,  258,  8  U.S.C.  1448(a) ).  This  statutory  ex- 
emption followed  the  decision  of  the  Supreme  Court  in  Girouard  v.  United  States 
(328  U.S.  61  (1946) )  ruling  that  the  naturalization  law  need  not  be,  and  should 
not  be,  interpreted  to  exclude  an  alien  who  would  not  promise  to  bear  arms 
because  of  religious  scruples.  Justice  Douglas,  for  the  majority,  reaffirming 
principles  enunciated  in  earlier  dissents  by  Justices  Hughes  and  Holmes,  said, 
"The  struggle  for  religious  liberty  has  through  the  centuries  been  an  effort  to 
accommodate  the  demands  of  the  State  to  the  conscience  of  the  individual"  (p. 
68). 

The  general  exemption  from  taxation  of  religious  groups,  activities  and  prop- 
erty is  another  example  of  the  exercise  by  legislatures  of  the  constitutional 
authority  to  make  exemptions  to  aid  in  the  free  exercise  of  religion,  which  con- 
tinues to  be  upheld  against  contentions  that  the  exemption  operates  to  estab- 


2  United  States  v.  Seeger  (326  F.  2d  84f>  (2cl  Cir.  1964)).  and  the  Jakobson  case,  com- 
pared with  Peter  v.  United  States  (324  F.  2d  173  (9th  Cir.  1963)).  The  Peter  case 
followed  Etcheverry  v.  United  States  (320  F.  2d  873  (9th  Cir.  1963))  on  which  certiorari 
was  denied.  (375  U.S.  320  (1963)).  The  influence  of  the  second  circuit  against  the  defini- 
tion is  shown  in  MacMurray  v.  United  States  (330  F.  2d  928  (9th  Cir.  1964)). 
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lish  the  religions  tims  benefitted.^  Under  this  exemption  a  unique  religious 
doctrine  may  make  an  activity  of  one  religious  group  exempt  as  having  a  reli- 
gious purpose  which  would  not  be  exempt  when  carried  on  by  other  groups  not 
holding  to  that  doctrine.*  The  exemption  from  taxation  of  religious  activities 
and  occupations  is  incorporated  into  the  Social  Security  Act  itself  which  pro- 
vides optional  exemptions  for  ministers,  Christian  Science  practitioners,  em- 
ployees of  religious  organizations  and  members  of  religious  orders  (26  U.S.C. 
1402  (c)  and  (e)  and  3121(b)  (8)). 

A  further  illustration  of  the  principle  that  a  legislature  may  accommodate 
particular  religious  beliefs  without  violating  the  first  amendment  is  the  case 
of  Zorach  v.  Clauson  (343  U.S.  306  (1952).  Here  the  Supreme  Court  held  that 
the  New  York  Legislature  did  not  violate  the  establishment  clause  by  author- 
izing public  schools  to  release  children  1  hour  early  every  week  for  religious 
instruction  off  the  school  grounds.    It  said : 

"*  *  *  When  the  State  encourages  religious  instruction  or  cooperates  with 
religious  authorities  by  adjusting  the  schedule  of  public  events  to  sectarian 
needs,  it  follows  the  best  of  our  traditions.  For  it  then  respects  the  religious 
nature  of  our  i)eople  and  accommodates  the  public  service  to  their  spiritual 
needs" (pp. 313-314). 

iThe  distinction  between  Zorach  and  McCollum  v.  Board  of  Education  (333 
U.S.  203  (1948) ),  well  illustrates  the  distinction  between  the  2  first  amendment 
clauses  for  in  McCollum  the  released  time  plan  was  held  unconstitutional  as 
an  establishment  of  religion  as  classrooms  and  the  force  of  the  school  were  used 
in  that  plan. 

The  most  important  case,  for  our  purposes,  is  the  recent  Supreme  Court  de- 
cision in  Sherhert  v.  Verner  (374  U.S.  398  (1963)).  In  this  case  the  Court 
required  South  Carolina  to  accommodate  the  requirements  of  its  unemploy- 
ment compensation  law  to  the  religious  scruples  of  an  adherent  of  a  particular 
sect,  the  Seventh-Day  Adventists.  In  three  separate  opinions  the  members  of 
the  Court  balanced  the  demands  of  the  free  exercise  clause  against  the  pro- 
hibitions of  the  establishment  clause.  The  opinion  and  the  concurring  opinion 
determined  that  the  denial  of  unemployment  benefits  to  a  person  unavailable 
for  suitable  work  on  Saturdy  because,  being  an  Adventist  she  could  not  for 
religious  beliefs  work  on  Saturday,  was  a  restriction  on  the  free  exercise  of  her 
religion  and,  therefore,  unconstitutional.  The  dissenting  opinion  contended 
that  the  accommodation  of  Adventists  was  a  question  of  policy  for  the  legisla- 
ture and  that  while  the  legislature  could  constitutionally  exempt  the  Adventist 
from  the  requirements  for  eligibility  placed  upon  all  other  persons  the  legisla- 
ture was  not  required  to  do  so.  Consequently,  the  full  court  apparently  would 
agree  that  Congress  could  constitutionally  make  an  exemption  from  the  general 
requirements  of  taxation  and  compulsory  insurance  of  persons  who  because  of 
religious  scruples  are  unwilling  to  accept  social  security  insurance.  It  is  solely 
the  constitutional  ability  of  Congress  to  make  this  exemption  to  which  this 
opinion  is  addressed. 

The  reasoning  in  the  Sherdert  case  needs  to  be  examined  as  it  bears  upon  the 
power  of  Congress  in  this  area.  The  principle  of  accommodation  of  a  general 
law  to  a  particular  religious  scruple  is  the  same  in  this  situation  as  in  SJierbert 
though  the  facts  differ  in  that  in  the  Sherhert  case  the  accommodation  was  for 
the  purpose  of  enabling  the  Adventist  to  receive  w^elfare  benefits  and  in  the 
Amish  situation  the  accommodation  would  be  for  the  purpose  of  exempting  the 
Amish  from  benefits  as  well  as  from  taxation  for  these  benefits. 

First,  the  court  says  that  while  "the  consequences  of  such  a  disqualification 
to  religious  principles  and  practices  may  be  only  an  indirect  result  of  welfare 
legislation"  and  that  no  criminal  sanctions  compel  work  on  Saturday,  the  in- 
direct discrimination  is  nevertheless  a  burden  on  the  free  exercise  of  the  Ad- 
ventist's  religion.  It  requires  her  to  abandon  her  religious  precept  or  forego  a 
welfare  benefit  generally  available  (pp.  403,  404).  In  the  social  security  situ- 
ation the  employment  tax  is  supported  by  civil  and  criminal  sanctions  of  as- 
sessed penalties  and  fine,  imprisonment,  and  forfeiture,  so  that  the  justification 
for  congressional  relief  is  even  clearer. 


3  Sivallow  V.  United  States  (325  F.  2d  97i  (10th  Cir.  1963) )  ;  General  Fi)iance  Corporation 
v.  Archetto  ((R.I.  1961)  176  A.  2d  73),  appeal  dismissed  (369  U.S.  423  (3962)  ;  Fellowship 
of  Humanity  v.  County  of  Alameda  (315  P.  2d  394  (Cal.  Dist.  Ct.  App.  1957))  ;  Lundeherg 
V.  County  of  Alameda  (298  P.  2d  1  (Cal.  1956)),  appeal  dismissed,  sub  nom.,  Heisey  v. 
County  of  Alameda  (352  U.S.  921  (1956)). 

^Golden  Rule  Church  Association  (41  T.C.  719  (1964),  (Nonaeq.  May  19,  1964)). 
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Secondly,  the  court  points  out  that  while  the  State  may  not  discriminate  in- 
vidiously between  religions  the  accommodation  required  to  be  allowed  to  the 
Adventist  would  not  be  discriminatory  but  rather  w^ould  remove  a  discrimina- 
tion based  upon  her  religion,  since  the  law  does  not  disqualify  persons  who  do 
not  work  on  Sundays  (at  406).  An  exemption  for  those  sects  which  cannot  in 
good  conscience  accept  the  insurance  for  which  they  are  taxed  would  not  be 
an  invidious  discrimination  against  other  religions  which  have  no  such  scruple 
and  whose  members  are  therefore  able  to  accept  the  insurance  for  which  they 
are  taxed. 

Thirdly,  tiie  co-urt  points  out  that  the  administrative  problems  concerned 
and  the  possibility  of  spurious  claims  do  not  justify  a  restriction  on  the  free 
exercise  of  religion  (at  407) . 

Then  the  court  concludes  (at  409)  that  its  holding  does  not  foster  the  "estab- 
lishment" of  the  Seventh-Day  Adventist  religion  in  South  Carolina  for  the 
extension  of  unemployment  benefits  to  Adventists  is  not  like  the  involvement 
of  religions  with  secular  institutions  which  the  establishment  clause  is  de- 
signed to  forestall  as  shown  in  its  decision  announced  the  same  day,  School  Dis- 
trict of  AUngton  Toicnship  v.  Schempp  (374  U.S.  203  (June  17,  1963)).  In 
fact  the  Sherdert  ruling  reversed  the  State  court  ruling  that  allowance  for  the 
religious  obligation  of  the  Adventist  would  be  an  unconstitutional  discrimina- 
tion in  her  favor.  See  Sherdert  v.  Verner  (240  S.C.  286,  125  S.E.  2d  737,  746 
(1982)). 

In  the  Schempp  and  its  companion  case,  Murray  v.  Curlett,  decided  with  the 
same  opinion,  the  court  found  that  the  States  were  establishing  religion  in  their 
public  schools  by  requiring  Bible  reading  and  the  recitation  of  prayers  therein. 
These  decisions  are  developments  of  the  prior  term's  opinion  in  Engel  v.  Yi- 
tale  (370  U.S.  421  (1962)),  holding  that  the  requirement  of  recitation  in  the 
public  schools  of  a  St-ate-authored  prayer  was  a  violation  of  the  establishment 
clause  which  prohibits  Government  from  placing  its  "power,  prestige  and 
financial  support  *  *  *  behind  a  particular  religious  belief"  (p.  431).  In  the 
Schempp  case  the  Court  develops  the  idea  that  Government  must  remain  "neu- 
tral", a  term  derived  from  the  5  to  4  decision  in  Everson  v.  Board  of  Education 
(330  U.S.  1  (1947)).  In  its  context  in  the  several  Establishment  cases  this 
term  means  an  inability  of  the  State  to  use  its  powers  to  require  religious  ob- 
servances or  to  use  public  funds  for  the  support  of  religious  institutions.  None 
of  the  holdings  applies  the  establishment  clause  to  forbid  the  granting  of  an 
exemption  from  Government  coercion  of  a  secular  action  to  accommodate  reli- 
gious scruples  under  the  free  exercise  clause.  The  latter  clause  is  predicated, 
says  the  Schempp  court,  on  Government  coercion  which  impinges  on  religious 
practice  (374  U.S.  at  223).  The  distinction  between  these  two  historic  lines 
of  decisions  has  permitted  the  Schempp  case  to  be  decided  consistently  with  the 
Sherhert  case  on  the  same  day. 

In  sum,  then,  an  exemption  removes  a  handicap  to  the  free  exercise  of  a  partic- 
ular religion  placed  upon  it  by  force  of  Government;  it  is  not  a  requirement  by 
the  Government  that  the  particular  religion  be  practiced  or  observed  or  sup- 
ported by  nonadherents. 

The  meaning  of  the  Sherhert  case  is  made  unmistakable  in  its  application  by 
the  court  in  the  recent  case,  In  Re  Jenison  (375  U.S.  14  (1963) ).  Here  the  court 
"in  the  light  of  Sherhert  v.  Verner"  vacated  the  judgment  of  the  Minnesota 
Supreme  Court  in  In  Re  Jenison  (265  Minn.  96,  120  N.W.  2d  515  (1963) ).  The 
Minnesota  court  had  held  a  person  selected  for  jury  duty  in  contempt  of  court 
by  refusing  to  serve  on  the  jury  because  of  a  religious  belief  based  upon  the 
biblical  injunction  against  judging  other  persons.  The  Minnesota  court  had 
reasoned  that  jury  duty,  being  a  primary  duty  of  all  citizens,  was  superior  to  a 
religious  belief  deemed  by  the  court  contrary  to  public  order,  citing  Reynolds 
V.  Vnited  States  (98  U.S.  145  (1878) ),  which  held  that  Congress  could  prohibit 
polvgamy  as  a  violation  of  the  social  order. 

Since  the  Supreme  Court  has  now  held  that  Government  must  accommodate 
even  the  highest  duties  of  citizens  to  sincere  religious  scruples,  it  is  probable 
that  it  would  hold  that  Congress  may  accommodate  the  religious  scruple  against 
insurance  by  allowing  for  such  a  scruple  an  optional  exemption,  or  a  lesser 
form  of  relief,  from  social  security  taxation  and  benefits. 

3.  The  due  process  clause.  Under  the  due  process  clause  of  the  fifth  amend- 
ment tax  statutes  must  provide  reasonable  classifications  of  the  subjects  taxed 
or  regulated  and  reasonable  exemptions,  if  exemptions  are  provided.  But,  as 
has  been  firmly  established  by  the  Supreme  Court,  particularly  in  cases  up- 
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holding  the  various  exemptions  proYided  in  the  Social  Security  Act  and  State 

nnemplovment  compensation  acts  i  CannU-liacl  v.  ^oufhcm  Coal  Co..  ?,(n.  T'.S. 
4U.'5  (1037)  :  steirard  Machine  C(ji!:  n  w  ])<irl^.  ;;01  U.S.  'A",  i  1'.':'.,  '  ;  /.''  h<  mKi 
V.  Davis.  301  U.S.  tilO  (1037)  ),  tlu-  (HU-.t  honnds  of  what  i.^  :i  r'  a.^-mal,!.-  lax  -n- 
exemption  classification  allow  a  wider  play  of  legislative  judgment  than  many 
other  areas  of  the  law  where  the  "reasonable'"  ^randard  is  applied.  In  the.se 
cases  the  Conrr  assured  legislatures  that  they  had  the  widest  i^ov/.-r-  s  -lection 
and  classiiication  in  taxing  some  at  one  rate,  others  at  another  a:.;!  <  X'  aipting 
others  altogether,  where  distinctions  were  based  upon  '•considerations  of  policy 
and  practical  convenience." 

Claims  of  discriminatory  treatment  under  social  seonrity  r-oiuinue  to  be 
rejected  as  not  "patently  arbitrary."  Fh  innrnfj  v.       v;./,     :  603,  Oil 

(1960) ).  Recently,  Smart  v.  Unittd  states  (.i'l'D  F.  .<u:o'.  •■'>  •  S.:  ;.:-  .T.  1963,)). 
upheld  a  higher  tax  on  (American)  employees  of  the  United  Nations,  as  the 
means  employed  bore  a  stibstantial  and  logical  relation  to  the  objective ;  and 
Leesoii  v.  CcJeljre^ze  (226  F.  Supp.  527  (E.D.X.Y.  1963)  ).  accepted  differences 
in  dependency  determination  for  children  of  a  deceased  mother  from  that  for 
children  of  a  deceased  father,  based  on  familv  support  experience.  See  also 
Caije  Shore  Fish  Co.  v.  United  States  (330  F.  2d  9G1  (Ct.  CL  1964) ).  and  AJjncjf 
V.  Caiupljell  (206  F.  2d  836  (5th  Cir.  1953)).  on  fishing  vessel  employment  dif- 
ferences and  on  domestic  service  differences  respectively. 

The  requirement  that  exemptions  have  a  reasonable  basis  applies  as  well  to 
exemptions  based  upon  religiotis  scruples  provided  by  Congress  in  conformity 
with  the  first  amendment.  In  a  nontax  area  this  requirement  hns  been  recently 
reviewed  in  the  second  circuit  decisions,  pending  review  in  the  Supreme  Court, 
on  the  reasonableness  of  the  Selective  Service  definition  of  religiotis  training 
and  belief  as  being  confined  to  belief  in  a  Supreme  Being.  United  States  v. 
Jakodson  (  325  F.  2d  409  (2d  Cir.  1963) )  and  United  States  v.  Seeger  (326  F.  2d 
846  (2d  Cir.  1964))  ;  certiorari  granted  in  both  cases  (32  L.W.  3385,  May  5, 
1964).  In  these  cases  the  court  determined  that  an  exemption  from  bearing 
arms  based  on  religious  belief  was  a  constitutional  accommodation  of  religion, 
but  that  a  restriction  of  the  definition  of  religion  to  a  Supreme  Being  was  too 
narrow  in  view  of  its  conclusion  that  a  conscience  sincerely  compelled  to  refrain 
from  bearing  arms  because  of  a  "mystical  force  of  'Godness'  "  or  a  '"compulsion 
to  follow  the  paths  of  'goodness'  "  might  be  religious  in  nature  (Seeger,  p.  853). 
In  other  words,  at  least  in  the  second  circuit,  the  exemption  on  the  grounds  of 
religiotis  objection  must  reach  all  who  have  .sincere  objections  which  could  be 
interpreted  as  religious  in  nature. 

In  the  social  security  situation,  however,  a  classification  may  be  as  limited  as 
circumstances  require,  as  indicated  in  the  Smart  and  other  cases,  supra. 

In  fact  the  Social  Security  Act  and  its  amendments  have  characteristically 
carved  out  exemptions  which  are  as  narrow  as  required  by  the  sociological  facts, 
including  differences  among  vocations  and  religious  attittides.  Thus,  for  ex- 
ample, lawyers  are  covered  by  the  self -employment  tax ;  ministers,  including 
Christian  Science  practitioners,  are  optionally  covered ;  but  doctors  and  persons 
who  have  taken  the  vow  of  poverty  as  a  member  of  a  religious  order  are  com- 
pletely exempted  (26  U.S.C.  1402  (c)  and  (e),  and  42  U.S.C.  411(c)  (4)  and 
(5)).  When  the  self -employment  tax  was  passed  in  1950  the  act  excluded  the 
performance  of  service  by  a  minister  of  a  church  or  a  member  of  a  religious 
order  or  by  a  Christian  Science  practitioner  in  the  exercise  of  their  callings,  in 
order  to  avoid  impairment  of  religious  liberty  (Senate  Finance  Committee 
hearings  on  H.R.  6000.  81st  Cong..  .Tan.  17.  1950.  pt.  1.  pp.  1  and  8).  The  exemp- 
tion was  made  optional  in  the  1954  amendment  of  the  act  for  these  classes 
of  persons  except  the  mendicant  orders.  These  exemptions  have  not  been 
challenged. 

The  roason  for  the  present  proposal  to  exempt  members  of  religious  sects, 
Ds  sTLch.  is  solely  that  they  have  a  religious  objection  to  receiving  insurance. 
Accordingly,  a  classification  of  such  sects  for  exemption  purposes,  with  appro- 
priate safeguards,  would  reach  all  those  whom  Congress  would  have  a  reason- 
able groimd  to  exempt  and  would,  therefore,  not  be  arbitrary  nor  violative  of 
due  process. 

This  conclusion  is  the  basis  of  the  opinion  of  the  stfiff  ''^  ^ C r^^vmittee 
on  Internal  Revenue  Taxation  and  that  of  the  Amer'r  ^^  "  the 
Library      Congress  provided  to  Senator  Clark  uiKl-^r  d-'  ■.  1962. 

and  September  19.  1962.  respectively.  These  opinions  conrlude  that  the  proposed 
exemption  would  be  constitutional  as  it  would  apply  to  ail  those  who  fail  within 
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the  classification  and  that  the  classification  is  reasonable  (vol.  109,  Congressional 
Record,  pp.  463,  464  (1968)).  A  copy  of  these  opinions  as  reproduced  in  the 
Congressional  Record  is  attached. 

Since,  therefore,  Congress  may  exempt  those  members  of  a  religious  faith  who 
have  scruples  against  receiving  insurance,  the  next  question  is  what  practical 
safeguards  Congress  may  designate  to  assure  that  only  those  who  come  within 
the  policy  of  the  exemption  obtain  the  exemption,  without  imposing  arbitrary 
limitations. 

LIMITATIONS  ON  THE  EXEMPTION 

The  joint  statement  by  the  Treasury  Department  and  the  Department  of 
Health,  Education,  and  Welfare  reviewing  the  problems  created  by  the  proposed 
exemption  for  the  Amish  contains  in  section  3  suggested  additional  limitations 
upon  the  exemption.  These  limitations  are  proposed  as  possible  means  to  pro- 
tect the  social  security  system  from  an  unintended  extension  of  exemptions  from 
compulsory  insurance  which  would  weaken  and  dilute  it.  The  extensions  of  the 
exemption  might  occur,  according  to  this  joint  statement,  either  through  the  for- 
mation of  additional  faiths  claiming  opposition  to  acceptance  of  benefits  as  one 
of  their  tenets  or  through  the  redefinition  by  various  existing  separatist  groups 
of  their  tenets  to  include  such  opposition. 

I  shall  consider  each  of  these  proposed  additional  limitations,  designated  "a" 
through  "e",  to  determine  whether  the  limitation  may  be  considered  by  the 
courts  to  be  a  reasonable  classification  and  consistent  with  the  due  process 
clause.  I  shall  also  suggest  a  limitation,  designated  "f",  which  was  not  among 
those  proposed  but  which  may  be  found  to  limit  the  exemption  reasonably  and 
realistically  to  the  groups  which  Congress  intends  to  accommodate  by  this 
exemption. 

(a)  An  explicit  limitation  of  the  exemption  to  the  Old  Order  Amish 

This  limitation  would  probably  be  considered  arbitrary  since  the  designation 
of  one  sect  to  the  exclusion  of  other  sects  having  the  same  scruple  would  be  incon- 
sistent with  the  congressional  policy  of  removing  the  Government  coercion  of 
belief  which  constitutes  the  denial  of  the  free  exercise  of  religion.  It  would  also 
probably  constitute  an  invalid  preference  of  one  particular  faith  over  those 
which  were  similarly  situated.  The  facts  presented  to  Congress  indicate  that 
there  may  be  certain  other  sects  of  the  Amish  and  possibly  other  religious  groups 
who  have  the  same  religious  scruple  which  is  now  being  coerced.  Furthermore, 
the  exemption  of  a  single  named  group  will  be  held  to  be  arbitrary  ^  unless  the 
relation  to  the  public  good  is  clearly  demonstrable.*' 

(6)  Limitation  to  members  of  a  sect,  excluding  adherents  ivho  are  not  mem'bers 
(c)  Limitation  to  memhers  of  sects  who  "take  care  of  their  own" 

These  limitations  are  being  considered  together  since  at  least  some  of  the  bills 
before  Congress  provide  that  a  necessary  condition  of  exemption  is  a  finding 
by  the  Secretary  of  Health,  Education,  and  Welfare  that  the  sect  makes  provision 
for  its  elderly  "members."  This  condition  would  probably  be  considered  a  nec- 
essary and  proper  public  policy  consideration  and,  therefore,  a  reasonable  con- 
dition upon  which  to  base  eligibility  for  exemption.  The  purpose  of  Congress 
in  this  legislation  would  be  to  assure  the  fulfillment  of  the  welfare  purpose  of 
social  security  while  relaxing  that  feature  of  social  security  which  impinges  on 
the  free  exercise  of  religion.  Moreover,  since  individuals  can  seldom  guarantee 
their  own  future  against  deprivation  and  need,  it  would  be  reasonable  for  Con- 
gress to  provide  that  to  qualify  for  an  exemption  a  person  must  be  a  member 
of  a  sect  which  shares  the  religious  commitment,  both  with  respect  to  refusing 
State  insurance  and  providing  for  that  sect's  welfare.  Consequently,  since  the 
sect  aspect  is  essential,  it  would  seem  reasonable  to  limit  the  qualification  for 
exemption  to  persons  who  are  members  of  a  qualifying  sect.  As  said  by  Justices 
Black  and  Douglas  in  Board  of  Education  v.  Barnett  (319  U.S.  624,  643  (1943)  : 
"No  well-ordered  society  can  leave  to  the  individuals  an  absolute  right  to  make 
final  decisions,  unassailable  by  the  State,  as  to  everything  they  will  or  will 
not  do." 


5  Eyers  Woolen  Co.  v.  Gilsum,  84  N.H.  1,  146  Atl.  511  (1929)  ;  Baltimore  v.  Starr  Meth- 
odist Protestant  Church,  106  Md.  281,  67  Atl.  261  (1907).  Cf.  United  States  v.  Depart- 
ment of  Revenue  of  Illinois,  191  F.  Supp.  723  (N.D.  111.  1961)  invalidating  a  retail  tax  on 
sales  to  the  Federal  but  not  to  the  State  government. 

6  Williams  v.  Mayor  and  City  Council  of  Baltimore,  289  U.S.  36  (1933). 
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((.d)  Limitation  to  sects  which  require  mem'bers  to  follow  the  occupation  of  farm- 
ing as  a  matter  oj  religious  principle 
This  limitation,  as  phrased,  would  not  be  appropriate  on  the  basis  of  the  facts 
igiven  in  the  joint  statement.  It  is  tliere  stated  that  "most  Okl  Order  Amish 
communities  permit  members  to  make  their  living  as  self-employed  carpenters 
or  masons"  (p.  9).  The  possibility  of  limiting  the  exemption  to  sects  which  are 
(established  in  farming  communities  for  religious  reasons  is  suggested  and 
.discussed  below. 

(e)  Limitation  to  religious  groups  which  were  established  hefore  1935 

Any  limitation  which  designates  a  cutoff  date  would  generally  be  less  reason- 
able than  one  which  on  its  face  shows  some  relationship  to  the  public  purpose 
■  of  the  statute.  For  example,  a  requirement  that  the  sect  shall  have  demon- 
strated over  a  period  of  years  its  ability  to  take  care  of  its  own  members  would 
probably  be  more  acceptable  as  a  classification.  The  text  of  certain  of  the  legis- 
lative proposals  already  contain  this  principle  in  that  they  refer  to  the  sect  to 
!be  exempted  as  one  which  is  "established,"  I  would  see  no  reason  why  the 
(extent  or  the  test  of  establishment  might  not  be  specifically  spelled  out.  There 
is  some  authority  that  a  "classification  which  draws  a  line  in  favor  of  existing 
'businesses  as  against  those  later  entering  the  field  will  be  upheld  if  any  reason- 
iable  and  substantial  basis  can  be  found  to  justify  the  classification."  {Del  Mar 
(Canning  Co.  v,  Payne,  29  Gal.  2d  380,  175  P,  2d  213,  232  (1946) ).  The  circum- 
stances justifying  such  a  discrimination  must  provide  substantial  reason  (May- 
floioer  Farms  v.  Ten  Eyck,  297  U.S.  268  (1936) ) .  It  is  probable  that  the  unusual 
situation  of  the  Amish  with  resipect  to  social  security  would  be  considered  a 
substantial  reason  for  a  limitation  of  the  classification  to  established  sects. 

(/)  Limitation  to  sect  estaMished  in  farming  communities  for  religious  reasons 
The  faith,  the  members  of  which  are  to  be  exempted,  might  be  described  not 
only  as  one  wliose  established  tenets  would  be  violated  by  the  acceptance  of 
insurance,  and  on.e  which  provides  for  elderly  and  dependent  members,  but  as  one 
•which  for  religious  reasons  is  established  in  farming  communities.  These  limita- 
itions  might  be  reasonable  if  Congress  found  after  sufficient  inquiry  that  they  were 
necessary  to  assure  that  the  exemption  would  be  confined  to  sects  which  were 
religiously  motivated  and  responsible,  and  to  assure  that  the  welfare  purpose  of 
-social  security  would  be  fulfilled.  Congress  might  reasonably  find  that  the 
trestriction  of  the  exemption  to  those  sects  established  in  farming  communities 
would  be  justified  on  the  ground  that  such  a  sect  could  be  more  certainly  relied 
upon  to  identify  and  provide  for  its  dependent  and  elderly  members  than  those 
in  the  mobile  and  transient  urban  environment.  Conversely,  the  limitation  would 
have  the  effect  of  excluding  sects  which  subsequently  organize  for  the  purpose  of 
exemption  from  social  security,  as  it  is  unlikely  that  these  would  or  could  estab- 
lish themselves  in  farming  communities  for  religious  or  other  reasons.  The  lim- 
iitation  would  exclude  other  present  separatist  groups  whose  principles  might, 
but  do  not  specifically,  include  refusal  of  social  security  benefits.  Legislation 
■which  distinguishes  farming  situations  from  others  because  of  sociological  and 
^economic  differences  has  taken  many  forms  and  has  been  accepted  by  the  courts. 
(See,  e.g.,  Tigner  v,  Tessas,  310  U.S.  141  (1940),  rehearing  denied,  310  U.W.  659 
f(1940).) 

G,  d'Andelot  Belin. 

General  Counsel. 

:Senator  Eikicoff.  Mr.  George  McLain. 

:STATEMENT  OF  GEORG-E  McLAIN,  CHAIEMAIT,  NATIONAL  AND 
CALIEORNIA  LEAGUE  OE  SENIOE  CITIZENS 

Mr.  McLain.  Senator  Ribicoff,  my  name  is  George  McLain,  with 
lieadquarters  at  1031  South  Grand  Avenue,  Los  Angeles,  Calif. 

For  the  past  25  years  I  have  represented  the  elderly,  the  blind,  and 
the  physically  disabled,  primarily  those  on  public  assistance,  both 
before  the  National  as  well  as  the  California  State  Legislatures.  I 
;am  here  today  representing  our  membership  or  myself  for  the  purpose 
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of  endorsing  H.E.  6675,  otherwise  known  as  the  Social  Security 
Amendments  of  1965,  and  to  urge  further  amendments. 

Congress  is  engaged  in  appropriating  and  spending  many  millions 
of  dollars  toward  solving  the  great  problem  of  poverty  that  affects 
so  many  of  the  American  people  of  all  ages.  Because  of  my  many 
years  of  experience  with  recipients  of  social  security  as  well  as  public 
assistance,  I  know  the  hard  core  of  poverty  can  be  solved  by  Congress 
through  our  social  security  system.  I  wish  to  make  some  recommenda- 
tions for  amendments  to  H.E,.  6675  which  we  believe  to  be  not  only 
most  timely,  but  far  reaching  in  their  beneficial  effect. 

Funds  for  the  contributory  section  of  the  Social  Security  Act  can 
be  raised  by  an  increase  in  the  tax  base  as  advocated  by  the  Advisory 
Council  on  Social  Security;  and  increases  in  the  noncontributory 
section,  from  the  general  fund. 

We  urge  an  across-the-board  increase  in  social  security  payments 
of  $7  a  month,  liiking:  the  minimum  payment  from  the  present  $40 
to  $47  as  approved  by  the  Senate  last  year. 

While  H.R.  6675  provides  a  $35  a  month  social  security  payment 
to  men  and  women  72  years  of  age  and  over  who  have  worked  a  total 
of  9  months  under  coverage,  it  will  mean  little  to  the  majority  of  these 
people  as  they  have  long  ago  lost  their  social  security  cards  or  have 
forgotten  their  social  security  number,  even  the  names  and  the  places 
they  worked  under  covered  emplo3rixient.  Many  of  these  people  are 
recipients  of  public  assistance,  and  this  will  present  a  considerable 
problem  to  the  States  in  seeking  to  qualify^  them  for  this  coverage 
offered  by  Congress.  It  would  afford  considerable  monetary  relief 
to  the  States,  as  well  as  administrative  savings  in  time  and  effort,  if 
your  committee  would  offer  this  coverage  to  men  and  women  72  years 
of  age  and  over,  proof  of  age  being  the  only  requirement. 

It  is  most  gratifying  to  note  H.R.  6675  provides  that  social  security 
payments  be  made  available  to  widows  at  age  60  years.  It  can  bei 
anticipated  that  the  great  majority  applying  for  these  payments  will 
be  in  desperate  need.  Surely  Congress  in  its  wisdom  and  compassion, 
can  see  the  necessity  of  aug-menting  this  meager  income  by  lowering 
the  age  widows  can  apply  for  public  assistance  to  age  60. 

It  is  extremely  doubtful  that  any  of  our  50  States  have  similar  laws 
on  what  constitutes  a  needy  person,  and  this  person's  qualifications 
to  receive  public  assistance.  Congress  should  act  now  to  bring  about 
more  uniformity  by  authorizing  the  Department  of  Health,  Education, 
and  Welfare  to  establish  a  floor  under  what  constitutes  a  needy  per- 
son; that  the  present  5  year  residence  requirement  established  by 
Congress  be  scaled  downward  during  the  next  few  years  to  1  year. 

Because  of  the  mounting  cost  of  dual  administration  by  the  State, 
towns,  and  counties  (California's  State  and  58  county  duplication  of 
administration  has  mounted  to  over  $82  million  a  year  for  administra- 
tive costs  alone),  the  time  has  come  for  Congress  to  insist  upon  an 
efficient  single  State  administration  by  amending  H.R.  6675  to  "provide 
for  the  establishment  or  designation  of  a  single  State  agency  to  admin- 
ister the  plan." 

H.R.  6675  thoughtfully  provides  that  the  States  may  disregard  so 
much  of  the  OASDI  benefit  increase  (including  the  children  in  school 
after  18  modification)  as  is  attributable  to  its  retroactive  effective 
date.    My  experience  with  the  State's  habit  of  pocketing  in  their 
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general  treasury  increases  voted  by  Congress  for  public  assistance  (70 
percent  of  California's  adult  caseload  are  also  recipients  of  OASDI 
benefits)  compels  me  to  earnestly  request  that  this  provision  be  made 
mandatory  instead  of  permissive  by  inserting  "shall"  instead  of  "may." 
This  small  amount,  estimated  by  me  at  an  average  of  $35  per  recipient, 
would  mean  a  real  windfall  to  them. 

The  public  assistance  increase  put  in  last  year's  bill  through  the  ef- 
forts of  an  esteemed  member  of  your  committee,  Senator  Russell  Long, 
would  have  been  effective  October  1964.  These  needy  people  cannot 
understand  why  they  are  being  penalized  in  H.E.  6675  by  having  this 
small  payment  delayed  to  January  1966.  We  hopefully  pray  that 
the  Senate  will  make  this  increase  effective  for  the  needy  in  October 
1966. 

It  is  becoming  extremely  difficult  to  obtain  additional  much-needed 
increases  in  public  assistance  in  the  high  per  capita  income  States. 
We  regret  to  note  that  H.R.  6675,  while  providing  for  a  greater  share 
of  Federal  matching  of  funds,  continues  to  penalize  those — 

States  whose  per  capita  income  is  above  the  national  average,  shall  receive 
correspondingly  lower  percentage  but  not  less  than  50  percent. 

We  recommend  these  States  also  be  permitted  to  receive  55  percent 
Federal  matcliing,  and  we  believe  the  time  has  come  when  the  un- 
realistic ceiling  imposed  upon  Federal  matching  be  eliminated  entirely. 
Certainly  these  30  years  the  Social  Security  Act  has  been  in  effect  has 
proven  that  the  States  will  not  be  overly  generous  to  their  needy  on 
public  assistance.  Yet  this  ceiling  penalizes  the  States  who  desire  to 
be  considerate  of  their  poor. 

It  is  noted  that  H.R.  6676  contains  a  number  of  provisions  to  bring- 
about  a  little  more  uniformity  among  States.  Unfortunately,  these 
new  provisions  are  limited  to  the  medical  assistance  program.  We 
urgently  request  that  the  same  provisions  be  provided  through  the 
money  payments.   For  instance,  the  requirement  that — 

States  may  not  include  in  their  plans  provisions  for  requiring  contributions  from 
relatives  other  than  a  spouse  or  the  parent  of  a  minor  child,  or  children  over  21 
who  are  blind  or  permanently  or  totally  disabled. 

And  that  the — • 

States  may  not  impose  a  lien  against  the  property  of  any  individual  prior  to  his 
death  on  account  of  (medical)  assistance  payments,  except  pursuant  to  a  court 
judgment  concerning  incorrect  payments,  and  prohibits  adjustment  or  recovery 
for  amounts  correctly  paid  except  from  the  estate  of  an  aged  person  after  his 
death,  and  that  of  his  surviving  spouse  *  *  *  Such  an  adjustment  or  recovery 
would  be  made  only  at  a  time  when  there  is  no  surviving  child  who  is  under 
the  age  of  21  or  who  is  blind  or  permanently  and  totally  disabled. 

There  are  a  number  of  long  sought  provisions  contained  in  H.E.  6675 
which,  unfortunately,  are  limited  to  the  medical  assistance  program 
and  should  be  extended  to  that  section  dealing  with  the  money  pay- 
ments for  those  on  public  assistance.  H.R.  6675  provides  for  judicial 
review  of  the  denial  of  approval  by  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  of  State  public  assistance  plans,  and  of  his  action 
under  such  programs  or  noncompliance  with  State  plan  conditions  in 
the  Federal  law. 

I  view  this  provision  with  a  great  deal  of  alarm,  as  the  district 
attorneys  of  California's  58  counties  have  sought  such  a  provision  for 
many  years  in  their  attempts  to  block,  in  the  courts,  humane  public 
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assistance  amendments  adopted  from  time  to  time  by  Congress  and  the 
State  legislature.  I  am  afraid  that  this  provision  will  bring  about 
much  delay  and  deprive  the  needy  of  congressional  benefits.  I  can 
recall  sitting  in  the  audience  several  years  ago  when  a  representative 
of  the  California  County  Supervisors  Association  urged  the  adoption 
of  a  similar  judicial  review  provision  and  was  severely  reprimanded 
by  the  late  Senator  Robert  Kerr  of  Oklahoma,  who  was  acting  as  chair- 
man pro  tem  of  this  committee.  I  trust  you  gentlemen  will  reconsider 
this  provision. 

It  has  been  found  where  a  recipient  of  old-age  assistance  with  a 
wife  too  young  to  qualify  and  unable  to  get  relief  of  any  kind  is  penal- 
ized because  they  both  share  one  household  and  his  aid  is  reduced.  If 
he  left  his  wife  and  lived  alone  his  full  amount  of  aid  would  be  re- 
stored. In  order  to  correct  such  a  situation,  which  I  have  found  to  be 
quite  common,  I  wish  to  recommend  the  following : 

Assistance  furnished  to  an  individual  under  this  title  is  to  assist  him  in  meet- 
ing his  individual  needs,  and  is  not  for  the  benefit  of  any  other  person ;  and  such 
assistance  shall  not  be  regarded  as  income  of  any  person  other  than  such 
individual. 

In  1935  Congress  recognized  the  wisdom  of  providing  for  money 
instead  of  vendor  payments  in  the  public  assistance  section.  However, 
now  that  Congress  has  provided  housing  for  the  elderly,  it  has  been 
found  that  the  owners  of  such  housing  are  reluctant  to  rent  to  those 
on  public  assistance  because  of  the  undependency  of  their  income.  The 
California  League  of  Senior  Citizens  is  the  sponsor  of  one  of  the  largest 
quality,  low-rent  housing  for  the  elderly  projects  in  Fresno,  Calif.  tVe 
cater  to  the  low  income  group,  especially  those  on  public  assistance. 
Unfortunately,  we  have  found  some  of  these  people  failing  to  pay  their 
rent,  even  though  it  was  allowed  them  by  the  welfare  department.  In 
our  3  years  of  operation  the  village  has  lost  $2,600  on  nonpayment  of 
rent  by  public  assistance  recipients.  This  is  difficult  for  a  nonprofit 
corporation  to  absorb,  and  represents  a  considerable  loss.  In  order 
to  avert  future  losses  and  encourage  similar  nonprofit  owners  to  take 
in  public  assistance  recipients,  we  recommend  the  following  amend- 
ment to  H.R.  6675 : 

To  the  extent  provided  by  the  State  agency,  direct  rent  payments  to  the  land- 
lord or  landlords  involved  on  behalf  of  individuals  vvho  are  otherwise  eligible 
for  assistance  under  the  State  plan  approved  under  this  title,  if  the  dvreiling 
accommodation  with  respect  to  which  such  rent  payments  are  applicable  (or 
the  structure  in  which  such  accommodations  is  located)  was  purchased,  con- 
structed, or  rehabilitated,  or  is  otherwise  being  financed,  by  means  of  a  loan, 
mortgage  insurance,  guarantee,  or  other  form  of  assistance  by  an  agency  of  the 
Federal  Government  which  is  still  outstanding  at  the  time  such  payments  are 
made ;  and  any  such  payments  shall  be  considered  money  payments  made  to  such 
individuals. 

I  trust  the  recommendations  I  have  made  from  my  25  years  of 
experience  with  those  on  the  receiving  end  of  social  security  and 
public  assistance  will  receive  consideration  from  the  members  of  this 
committee,  and  I  wish  to  thank  you  for  giving  me  this  opportunity 
to  express  my  views. 

Senator  Ribicoff.  Thank  you  very  much,  Mr.  McLain. 

Mr.  Arthur  J.  Packard. 
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STATEMENT  OF  AETHUR  J.  PACKARD,  PRESIDENT,  PACKARD 
HOTEL  CO.,  CHAIRMAN,  GOVERNMENTAL  AFFAIRS  COMMITTEE, 
AMERICAN  HOTEL  &  MOTEL  ASSOCIATION 

Mr.  Packard.  Good  morning,  Senator. 

For  the  record  I  am  Arthur  J.  Packard,  president  of  the  Packard 
Hotel  Co.,  with  headquarters  in  Mount  Vernon,  Ohio.  I  am  chairman 
of  the  Governmental  Affairs  Committee  of  the  American  Plotel  & 
Motel  Association.  I  am  also  president  of  a  chain  of  small  hotels 
and  motels  in  Ohio. 

We  appreciate  the  opportunity  to  discuss  with  this  committee  sec- 
tion 313  of  H.R.  6675.  This  section  in  the  bill  has  created  nation- 
wide concern  in  the  inn  keeping  business. 

We  have  never  objected  to  paying  our  share  of  the  social  security 
tax  on  payroll.  The  point  is,  however,  that  tips  received  directly 
by  an  employee  are  not  and  should  not  be  considered  payroll  for  tax 
purposes. 

Neither  in  theory  nor  in  practice  can  we  justify  an  arrangement 
between  two  separate  parties  who  have  nothing  to  do  with  an  em- 
ployer's payroll,  but  which  imposes  a  Federal  tax  on  an  entirely 
separate  party,  namely,  the  employer. 

In  our  opinion,  tips  are  a  hj^brid  or  in  the  twilight  source  of  income 
and  should  be  considered  as  being  closest  to  self -employment  earn- 
ings. We  must  also  recognize  that  tips  cannot  be  considered  purely 
a  w?ige  because  after  all  the  employer  does  not  exactly  determine  the 
actual  amount  that  the  employee  received. 

We  must  object  to  a  proposed  law"  which  would  require  an  emploj^er 
to  accept  an  employee's  statement  as  to  the  amount  of  tips  he  re- 
ceived. This  is  tantamount  to  asking  an  employer  to  incur  a  re- 
sponsibility which  he  cannot  budget  and  to  pay  taxes  on  a  base  of 
which  he  has  no  accurate  knowledge  and  over  which  he  has  no  control. 
The  employer  cannot  rely  on  a  tip  declaration  given  him  in  1  month 
to  aid  him  for  the  purposes  of  tax  in  the  next  month. 

A  hotel-motel  employer  has  no  more  knowledge  of  what  his  em- 
ployee receives  in  total  tip  income  than  you  or  I  know  as  to  how 
much  a  minister  of  the  gospel  gets  in  "gratuities"  over  a  year's  period ; 
than  a  shoeshine  boy  receives  "in  tips"  in  a  day;  than  a  barber  re- 
ceives "in  gratuities"  in  a  week's  time;  or  that  a  taxicab  driver  re- 
ceives "in  tips"  in  a  period  of  an  hour.  It  just  doesn't  seem  right 
under  these  circumstances  to  place  an  employer  in  a  position  of  accept- 
ing a  statement  of  tips  received  from  an  employee  and  at  the  same 
time  require  the  employer  to  accept  such  a  declaration  as  gospel. 
Actually,  the  employer  has  no  way  of  knowing  whether  or  not  the 
employee's  report  is  authentic. 

Under  the  terms  of  H.R.  6675  a  hotel  employer  or  manager  may  be 
put  in  the  untenable  position  of  filing  a  tax  return  which  contains  in- 
formation which  he  knows  to  be  incorect  and  which  is  in  effect  imple- 
menting a  fraud  perpetrated  on  the  Government  by  an  emploA^ee. 

For  example,  in  most  hotels  there  are  occasions  when  the  manage- 
ment has  exact  information  as  to  certain  tips  being  received  by  the 
employees.  It  has  become  a  common  practice  for  patrons  having 
charge  accounts  at  hotels  to  indicate  on  the  food  or  beverage  check  the 
amount  of  a  tip  to  be  advanced  to  the  employee  by  the  hotel.  When 
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this  is  done  by  individual  patrons,  the  emplo3^er  is  not  required  to 
withhold  income  tax  or  social  security  on  the  amount  of  such  tips. 
However,  the  management  thus  knows  that  the  emplo7/ee  is  receiving 
at  least  this  amount  of  tip  income.  The  employer  might  know  that 
a  particular  employee  received  exactly  $42  in  tips  during  a  specific 
month  under  this  system.  At  the  end  of  the  month  the  employee 
declares  that  his  tip  income  for  reporting  purposes  was  only  $30 
and,  under  this  bill,  the  hotel  employer  or  manager  has  no  choice 
l^ut  to  accept  the  employee's  report  and  base  the  employer's  sociai 
security  and  income  tax  withholding  returns  upon  the  report  although 
he  knows  that  the  employee  is  defrauding  the  Government  to  that 
extent. 

Another  similar  situation  arises  where  a  banquet  is  held  by  an  orga- 
nization which  arranges  with  the  hotel  to  add  15  percent  to  the  bill, 
which  is  then  distributed  to  the  employees  as  gratuities.  Under  the 
present  Treasury  regulations,  the  hotel  is  required  to  withhold  income 
tax  and  social  security  on  such  tips.  To  this  extent  the  hotel  knows 
exactly  how  much  each  employee  received  in  tips.  If  the  amount  sub- 
sequently reported  for  the  month  mider  the  provisions  of  H.K.  6675 
is  less  than  the  amount  so  distributed,  the  hotel  is  in  a  quandary. 
It  has  already  withheld  income  tax  and  social  security  on  these  tips 
but  under  the  present  bill  it  is  required  to  withhold  only  the  amount 
reported  which  might  be  substantially  less. 

If  the  provisions  of  the  bill  supersede  the  present  withholding  re- 
quirements, the  hotel  may  again  become  a  party  to  a  fraudulent  rei^ort 
by  the  employee.  These  two  examples  illustrate  the  impossibility 
of  writing  a  law  and  imposing  a  tax  based  upon  a  voluntary  state- 
ment by  an  employe  to  an  employer. 

Regardless  of  the  consequence,  even  if  the  employee  is  convicted 
of  a  willful  fraud  on  the  U.S.  Government  and  the  manager  is  held 
immune  from  prosecution,  we  in  all  honesty  do  not  think  such  a 
requirement  in  the  law  is  fair  to  the  reputation  of  a  hotel  employer 
or  manager,  to  his  family,  or  to  his  standing  in  the  community. 

The  language  in  section  313  of  the  bill  actually  does  violence  to 
commonsense.  There  is  no  question  that  tips  are  clearly  "income" 
for  tax  purposes.  They  are  a  gratuity,  however,  paid  by  a  patron, 
not  by  an  employer.  The  language  of  the  bill  is  unjust  and  unfair 
when  it  states  on  page  222  that — 

siicli  tips  shall  be  deemed  to  be  paid  to  the  employee  by  the  employer  and  shall 
be  deemed  to  be  so  paid  at  the  time  a  written  statement  including  such  tips  is 
furnished  to  the  employer. 

Can  an  assumption  contrary  to  fact  be  made  the  basis  of  a  tax? 

The  bill  will  require  that  separate  records  be  maintained  for  each 
tip  employee,  even  those  who  are  maintained  on  a  temporary  basis 
such  as  extra  waiters.  These  extras  or  "casual  employees"  are  often- 
times here  today  and  gone  tomorrow.  It  appears  from  the  bill  that  if 
extra  waiters  are  engaged  in  a  given  month  and  the  total  tips  that  they 
receive  while  working  for  several  employers  exceed  $20  in  each  case 
the  waiters  would  have  to  furnish  each  employer  with  a  declaration 
of  tips  for  that  month.  Just  think  of  the  records  an  employee  must 
keep.  He  must  keep  a  daily  record  of  every  place  he  works,  and  when 
during:  a  given  month  has  has  received  $20  in  tips,  he  must  make  a 
report  of  such  tips  to  the  employer  involved.    We,  frankly,  do  not 
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know  how  the  social  security  tax  would  be  vrorkecl  out  for  an  extra 
waiter  working  for  several  employers  during  a  month.  It  certainly 
would  be  improper,  small  as  the  amount  might  be,  to  impose  a  social 
security  tax  on  an  employer  (disliked  by  an  employee)  for  tips  earned 
durmg  the  course  of  any  employment  by  another — and  yet,  this  is 
entirely  possible. 

The  numerous  casual  or  extra  employees  in  our  indtistry  create  an 
additional  inequity. 

For  example,  two  or  more  employers  may  each  pay  the  social  se- 
curity tax  on  the  present  base  of  $4,800  or  on  $5,600  imder  the  terms 
of  the  bill  for  the  same  employee.  Each  employer  would  also  deduct 
that  employee's  tax  from  his  wages.  The  employee,  however,  through 
his  income  tax  return  can  recover  any  excess  that  has  been  deducted 
from  liis  wages  over  and  beyond  the  ceiling  of  $4,800  now,  $5,600  in 
the  proposed  law.  Not  so  for  the  tmfortunate  employer.  There  is 
no  recovery  provisions  for  any  employer.  Each  one  of  the  two  or 
more  employers  will  be  forced  to  pay  a  tax  up  to  the  $5,600  ceiling  on 
that  one  employee. 

Whether  a  waiter  is  a  permanent  or  extra  employee,  it  is  likel}^  that 
in  many  cases  the  withholding  tax  on  tips  wotild  exceed  the  amount 
of  cash  wages  due.  The  untenable  nature  of  the  employer's  position 
is  apparent.  The  employee  would  receive  a  tax  recepit  instead  of  a 
cash  wage.  The  detriment  to  the  employer-employee  relation  is  clear 
on  its  very  face.  You  can  imagine  what  will  happen  when  an  em- 
ployee who  obtains  substantial  income  from  tips  finds  out  that  he  is 
no  longer  entitled  to  his  regular  wage  for  a  certain  payroll  period 
because  his  share  of  the  social  security  tax  plus  withholding  has 
reduced  it  to  zero. 

The  problem  will  be  even  more  clifiictilt  if  the  employee  does  not  have 
sufficient  wages  or  other  funds  made  available  to  the  employer  to  cover 
his  tax  on  his  declaration.  Take  the  employee  who  has  little  or  no 
regular  wages  but  relies  solely  on  tips.  As  he  files  one  or  more 
monthly  written  statements  of  tipped  income,  as  he  could  do  ttnder 
the  bill,  and  fails  either  by  design  or  accident  to  provide  sufficient 
ftmcls  to  cover  withholding  or  the  social  security  tax,  the  employer  is 
placed  in  an  awkward  and  extremely  difficult  position. 

We  firmly  believe  that  section  313,  if  enacted,  will  create  tremendous 
discord  in  employee-employer  relations. 

Our  contention  that  an  employer  will  be  faced  with  paying  a  tax 
at  the  wliim  and  fancy  of  an  employee  finds  support  in  the  fact  that 
a  young  worker  or  a  female  contemplatmg  early  marriage  and  retire- 
ment from  the  labor  force  will  be  inclmed  to  report  little  if  any  tip 
income.  However,  those  employees  approaching  retirement  will  be 
mclined  to  declare  substantial  tip  income  so  as  to  obtam  maximum 
benefits  under  the  social  sectirity  system. 

Moreover,  an  employee  who  in  one  month  has  suffered  a  serious 
illness  in  his  family  or  has  added  expense  in  his  household,  or  a  bad 
day  at  the  races,  could  very  easily  declare  a  mrnimum  tip  income.  The 
next  month  with  reduced  household  expenditures  or  a  good  day  at 
the  races,  he  cotild  dottble  or  triple  the  amount  of  tip  mcome  to  his 
employer. 
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We  dislike  both  the  social  securit}^  tax  and  withholding  provisions. 
However,  even  if  the  withholding  provision  were  deleted,  we  would 
still  not  be  sure  of  the  employer's  liability  to  withhold  taxes  on  tip 
income.  The  reason  for  this  is  that  section  3403  of  tlie  Internal 
Revenue  Code  specifically  makes  the  employer  liable  for  withholding 
taxes  on  wages.  Under  this  section,  if  an  employer  requires  an  ac- 
counting from  an  employee  for  tips,  these  may  become  wages  for  all 
purposes  and  the  employer  is  required  to  withhold  on  them  or  face 
liability  for  payment  himself. 

Query:  If  the  withholding  provision  in  section  313  is  deleted,, 
would  the  language  of  that  section  still  indirectly  require  the  with- 
holding of  income  taxes  based  on  tipped  income  ? 

We  are  convinced  that  if  a  tax  on  tips  is  to  be  imposed  for  social 
security  purposes,  the  most  practical,  beneficial,  and  least  complicated' 
way  of  handling  the  matter  is  to  consider  such  tips  as  true  self -employ- 
ment income.  This  would  avoid  disputes  between  employer  and 
employees,  avoid  disputes  between  unions,  and  put  the  employees 
on  their  own  to  pay  taxes  and  to  receive  benefits  based  on  the  taxes 
til  at  they  pay. 

There  would  be  no  difficulty  in  the  computation  of  tax.  The  em- 
ployer would  pay  his  share  of  the  social  security  tax  on  the  employee's 
regular  wages.  Annually,  the  employee  would  declare  his  tips  as 
self-employment  income.  The  employee's  tax  on  self-employment^ 
income  for  social  security  purposes  would  only  apply  to  the  extent  that 
regular  wages  did  not  reach  the  required  dollar  base  per  year. 

Testimony  before  the  House  Committee  on  Ways  and  Means  indi- 
cates that  the  major  objection  to  considering  tip  income  as  self- 
employment  income  is  "dilution"  of  the  system.  As  one  of  the  Govern- 
ment witnesses  testified,  however,  the  reason  Congress  originally 
adopted  the  self -employment  approach  is  that  the  age  of  retirement  is 
generally  later  for  the  self-em.ployed.  Congress  felt  that  the  delay  in 
retirement  would  partially  or  totally  offset  the  fact  that  the  self- 
employed  annually  contribute  one-quarter  less  to  the  system  than  the- 
combined  employer-employee  contribution.  This  reasoning  is  par- 
ticularly applicable  to  the  situation  as  its  exists  in  the  lodging  industry, 
for  perhaps  in  no  other  industry  are  there  a  greater  number  of  em- 
ployees working  beyond  the  normal  retirement  age.  The  reason  for 
this  is  that  employees  in  the  innkeeping  industry  have  pride  in  their 
position  as  "server  of  the  public"  and  more  often  than  not,  as  a  matter 
of  choice,  work  well  into  their  latter  years. 

We  firmly  believe  that  the  amount  of  tip  income  that  an  employee 
receives  from  a  third  party  should  be  a  matter  between  him  and  his 
Government.  Nothing  can  be  gained  and  only  discord  and  confusion 
can  follow  by  attempting  to  make  an  employer  a  "middleman"  between 
a  hostile  tip  employee  and  his  Government. 

Senator  Williams.  Thank  you,  Mr.  Packard.  You  have  raised 
some  excellent  points  here  which  I  am  sure  will  be  considered  by  the 
committee. 

Mr.  Packard.  Thank  you.  Senator  Williams. 

Senator  Williams.  The  next  witness  is  Mr.  Leslie  Scott,  represent- 
ing the  National  Eestaurant  Association. 
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:STATEMENT   OF  LESLIE  W.   SCOTT,   BIEECTOE,  GOVERl^MENT 
APEAIES  COMMITTEE,  NATIONAL  EESTAURANT  ASSOCIATION 

Mr.  Scott.  Thank  you,  Mr.  Cliairman. 

My  name  is  Leslie*  Scott.  I  am  president  of  Fred  Harvey,  Inc.,  a 
•corporation  with  headquarters  in  Chicago,  and  I  am  appearing  this 
morning  for  the  National  Restaurant  Association  of  which  I  am  a 
director  and  a  member  and  past  chairman  of  the  Government  affairs 
committee.  I  am  also  representing  the  American  Motor  Hotel 
Association,  a  trade  association  affiliated  with  the  National  Restaurant 
Association.  Mr.  S.  Cooper  Dawson,  Jr.,  a  past  president  and  chair- 
man of  the  governmental  affairs  committee  of  the  American  Motor 
Hotel  Association  will  file  a  statement  for  inclusion  in  the  record. 
I  am  accompanied  here  this  morning  by  Mr.  J.  W.  Putsch,  of  Kansas 
City,  the  chairman  of  our  government  affairs  committee,  and  by  our 
"Washington  counsel.  Rear  Adm.  Ira  H.  Nunn. 

The  National  Restaurant  Association  is  the  trade  association  of  the 
iood  service  industry.  Through  direct  membership  and  affiliation 
with  135  State  and  local  restaurant  associations,  it  represents  over 
100,000  restaurants  in  the  United  States. 

I  am,  as  I  have  stated,  now  associated  with  the  restaurant  industry 
as  president  of  Fred  Harvey,  Inc.  Prior  to  that,  I  served  for  10  years 
as  a  member  of  the  faculty  of  Michigan  State  University  as  director  of 
the  School  of  Hotel  and  Restaurant  Management,  as  assistant  dean  of 
the  College  of  Business,  and  as  director  of  continuing  education.  I  am 
also  a  member  of  the  Committee  on  Ethics  of  the  National  Collegiate 
Athletic  Association. 

The  National  Restaurant  Association  and  the  restaurant  industry 
are  not  opposed  to  having  tips  count  for  social  security  purposes.  On 
the  contrary,  we  think  that  tips  should  count  for  all  purposes;  for 
social  security,  for  income  tax,  and  as  a  credit  against  wage  require- 
ments should  the  Fair  Labor  Standards  Act  be  extended  to  cover  our 
industry. 

Tips  constitute  a  very  substantial  part  of  the  total  income  of  many 
of  the  employees  of  our  industry.  It  would  be  unfair  and  unreason- 
able to  fail  to  recognize  this.  It  would  be  equally  unfair  and  unreason- 
able, however,  to  give  recognition  to  tip  income  by  treating  tips  as 
wages. 

Tips  are  not  really  wages.  The  employer  provides  the  surroundings 
and  circumstances  from  which  tips  result,  but  he  in  no  way  partici- 
pates in  the  tip  transaction.  He  cannot  control  the  amount  of  the  tip. 
Actually,  he  is  powerless  to  prevent  tipping.  Tips  are  unique.  They 
are  at  best  a  hybrid  form  of  income  but  most  nearly  like  self -employ- 
ment income.  The  tip  employee  is  in  effect  a  concessionaire.  He  is 
paid  wages  by  his  employer  for  doing  his  work.  He  receives  tips  from 
customers  for  doing  his  work  well. 

The  National  Restaurant  Association  agrees  that  tips  should  count 
for  social  security.  We  hope  to  show  that  the  only  reasonable,  practi- 
cal, and  equitable  way  to  provide  social  security  benefits  and  protection 
is  to  treat  tip  income  as  "other"  income — the  self-emplo3anent 

Section  313  of  H.R.  6675  requires  employees  who  receive  tips  to 
report  to  their  employers  in  writing,  at  regular  intervals,  the  total 
:amount  of  their  actual  tip  income  for  the  period  covered.  We  would 
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expect  these  reports  to  be  required  on  a  weekly  basis.  The  employer 
would  have  to  withhold  the  Federal  income  and  social  security  taxes 
due  on  the  tip  income  from  the  wages  of  the  employee.  He  would 
have  to  accept  cash  payments  from  his  employees  to  cover  these  taxes 
if  wages  were  insufficient  to  do  so,  but  he  could  not  withhold  the  tax 
on  tips  from  any  tips  which  might  come  into  the  employer's  posses- 
sion. Also,  the  employer  would  have  to  match  the  social  security  tax 
contribution  of  his  employees. 

Section  313  treats  tips  entirely  as  wages.  We  think  this  is  not  the 
proper  approach.  Treating  tips  purely  as  wages  would  create  many 
problems  and  cause  many  hardships  to  restaurant  employers. 

Employees  will  resent  having  to  report  their  tips  to  their  employers. 
Most  waiters  and  waitresses  will  not  discuss  their  tips  with  anyone. 
Tips  are  never  discussed  or  disclosed.  The  employee  feels  that  the 
tips  he  receives  arise  from  his  personal  relationship  with  his  cus- 
tomer. To  the  waiter,  that  makes  them  his  business  and  not  that  of  his 
employer. 

Many  tipped  employees  feel  that  their  employer  has  an  adverse  and 
hostile  interest  in  their  tip  income.  They  feel  that  if  they  disclose 
their  tips  to  the  employer  he  would  attempt  to  lower  wages. 

This  fear  of  lower  wages  will  in  many  cases  result  in  the  Govern- 
ment's receiving  less  income  tax  from  tipped  employees.  Many  em- 
ployees will  be  reluctant  to  report  truthfully  for  fear  of  having  the 
double  penalty  of  high  taxes  and  lower  wages. 

Another  morale  problem  would  come  from  the  fact  that  certain 
stations  in  most  restaurants  for  one  reason  or  another  are  better  tip 
areas  than  others.  The  employees  who  have  good  tip  stations  now  do 
not  reveal  their  tips,  but  should  tips  be  reported  to  employers,  the 
employer  will  face  the  problem  posed  by  employees  vying  for  the 
choice  spots. 

The  restaurant  industry  is  completely  dependent  upon  high  morale 
and  the  continued  good  will  of  it  speople.  The  waiter  or  waitress  is 
the  sales  person  of  our  industry.  If  they  are  required  to  report  their 
tips  to  us,  morale  will  suffer.  Since  our  industry  depends  on  con- 
tinued good  will  for  its  success,  business,  too,  will  suffer  if  section  313 
is  enacted. 

Most  tip  employees  would  notice  a  significant  drop  in  takehome  pay 
if  section  313  is  enacted  into  law.  For  most,  it  will  mean  about  double 
the  amount  of  taxes  now  with  held.  A  person  with  weekly  wages  and 
tips  of  $40  each  now  has  $5.35  withheld.  His  weekly  withholdings 
would  go  to  $12.98  next  yea  r  if  tax  on  tips  is  enacted,  and  withholdings 
on  tips  is  done  weekly.  This  is  more  than  double  the  amount  now 
withheld.  This  does  not  consider  State  income  tax,  union  dues  check- 
off, insurance  or  other  customary  deductions  such  as  payroll  savings 
for  purchase  of  U.S.  Government  bonds,  and  profit-sharing  plans. 

And  even  more  importantly  and  dramaticallv,  relations  will  suffer 
because  in  the  not  at  all  unusual  case,  the  employee  will  get  no  pay- 
check at  all,  but  a  tax  receipt  instead. 

A  waitress  could  work  48  hours  a  week  at  $0.75  an  hour  and  receive 
$5  a  day  in  tips.  This  is  a  low  figure,  but  if  she  were  to  pay  her 
month's  income  and  social  security  taxes  out  of  one  paycheck,  she 
would  be  left  with  but  $15.44  for  her  othc^r  deductions  and  herself. 
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However,  if  her  tips  averaged  $10  per  day  she  would  get  a  Federal 
tax  bill  of  $7.50  instead  of  a  paycheck. 

Even  if  the  taxes  were  withheld  weekly,  there  would  be  difficulties. 
Consider  the  case  of  a  waiter  with  basic  hourly  wages  of  $0.87  re- 
ceiving $4  an  hour  in  tips  and  receiving  $1.25  per  day  in  meals  while 
at  work.  He  would  have  a  wage  due  at  the  end  of  the  week  of  $34.80 
but  his  Federal  tax  bill  alone  would  be  $33.25.  Thus,  his  paycheck 
next  year  even  without  other  deductions  could  be  no  more  than  $1.55. 
As  the  social  security  tax  rate  goes  up,  even  this  small  amount  would 
be  absorbed  by  the  Federal  taxes  due. 

The  paycheck  suffers  so  heavy  a  blow  because  section  313  makes  tips 
the  measure  for  withholding  without  the  tip  fund  being  available  for 
withholding.    Everything  must  come  out  of  the  paycheck. 

Now,  on  pay  day,  the  employee  does  not  think  of  all  he  has  made 
in  tips.  He  realizes  only  that  his  paycheck  has  been  drastically  cut. 
He  feels  he  has  worked  for  next  to  nothing.  Thus,  morale  suffers 
further. 

The  result  of  the  lowered  paycheck  would  be  that  employees  would 
expect  and  demand  that  employers  make  up  the  difference,  and  soon, 
in  effect,  employers  would  be  paying  all  of  the  tax. 

Even  without  pressure  for  higher  wages,  section  313  would  be  very 
expensive  to  an  industry  with  an  already  poor  profit  picture. 

The  tremendous  bookkeeping  burdens  that  would  be  imposed  would 
be  very  expensive  from  the  standpoint  of  time  and  persomiel.  Extra 
clerical  personnel  would  have  to  be  hired.  The  fluctuating  nature  of 
tip  income  would  make  it  impossible  for  most  large  operators  to  con- 
tinue the  use  of  automated  payroll  systems.  The  provision  of  section 
313  permitting  estimates  of  tip  income  would  not  materially  help  be- 
cause adjustments  would  have  to  be  made  to  tips  actually  reported. 
Also,  we  do  not  know  enough  about  tips  accurately  to  estimate  their 
amount  for  any  given  quarters. 

The  tax  burden  itself  is  considerable.  Using  now,  figures  from  the 
Census  Bureau,  the  annual  estimated  total  sales  in  restaurants  where 
tips  are  customarily  received  is  $11.6  billion.  Estimating  tips  at  15 
percent  of  sales,  and  using  5-percent  payments  by  the  employer,  the 
annual  additional  cost  to  the  restaurant  industry  would  be  $88.4 
million. 

Now,  using  figures  from  the  Internal  Revenue  Service,  we  find  an 
annual  estimated  profit  of  $676.1  million  in  establishments  in  which 
tips  are  customarily  received.  Thus,  enactment  of  section  313  would 
wipe  out  13.1  percent  of  the  profit  in  food  service  establishments  where 
there  is  tipping. 

This  loss  of  profit  would  occur  before  we  estimate  the  increased 
costs  and  burdens  of  bookkeeping,  recordkeeping,  and  the  additional 
personnel  or  overtime  required  to  do  the  job. 

Unlike  all  other  costs  of  doing  business,  the  employer  would  have 
absolutely  no  control  over  the  tremendous  costs  imposed  upon  him  by 
section  313.  Enactment  of  section  313  would  for  the  first  time  in- 
troduce into  our  law  tlie  requirement  that  an  employer  withhold  and 
pay  based  on  funds  (tips)  over  which  he  has  neither  custody,  posses- 
sion, nor  control,  and  of  which  he  does  not  even  have  knowledge 
of  the  amount. 
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Employers  would  be  entirely  at  the  mercy  of  their  employees  as 
to  the  amount  of  tips  reported.  They  would  have  no  right  to  question 
the  accuracy  of  the  tip  reports.  Employees  could  report  low  when 
young  or  when  not  interested  in  social  security  or  the  payment  of 
taxes.  They  could  report  high  when  approaching  retirement  in  an 
effort  to  increase  ultimate  benefit  payments.  There  would  be  no 
guarantee  of  accurate  tip  reporting.  Bear  in  mind  that  many  waiters 
and  waitresses  are  young  persons — ^students  in  many  cases — and  young 
married  women  who  regard  their  work  as  temporary  and  do  not  ex- 
pect to  build  up  social  security  equities  except  as  spouses. 

Many  restaurateurs  when  explaining  the  provisions  of  section  313 
to  their  employees  have  found  these  employees  quite  concerned  about 
it.  Many  tip  employees  have  written  their  Senators  and  Congress- 
men to  urge  the  elimination  of  the  tips  provision  from  the  medicare 
bill. 

Even  within  the  union  ranks  there  has  not  been  uniformity  of  sup- 
port for  the  treatment  of  tips  as  wages  for  social  security  and  income 
tax  purposes. 

At  the  34th  General  Convention  of  the  Hotel  and  Restaurant  Em- 
ployees and  Bartenders  International  Union  held  in  Chicago  April 
22-27.  1957,  the  convention  considered  a  Resolution  ISTo.  60  which  was 
submitted  by  local  ^^"0.  17  of  Los  Angeles.  In  this  resolution,  the 
members  of  Waiters  Union  Local  Xo.  17  of  Los  Angeles  expressed 
grave  concern  with  a  proposal  supported  by  some  affiliates  of  the 
International  Union  to  institute  lejrislation  which  would  require 
tipped  emr)loyees  to  report  their  gratuities  to  their  employers.  The 
purpose  of  this  proposal  was  stated  to  be  the  provision  of  a  basis  for 
obtaining  maximum  social  security  coverage.  The  resolution  ex- 
pressed svmpathy  with  the  objective  of  the  proposal,  but  resolved, 
amono'  other  thinofs,  to  appeal  to  the  convention  to  oppose  and  reject 
any  resolution  advocating  the  declaration  of  gratuities  to  employers. 

Resolution  N"o.  60  was  adopted  with  certain  amendments  not  per- 
tinent here,  and  Resolution  ISTo.  66,  which  would  urge  "amendment  of 
the  social  security  law  so  as  to  include  gratuities  in  income  reported 
for  social  security  taxation  and  benefits  according  to  a  formula  that 
can  be  adapted  to  the  conditions  in  each  State"  was  not  adopted  by  the 
same  convention. 

During  debate  on  Resolution  No.  60,  Mrs.  Jackie  Walsh  of  local  ISTo. 
48  in  San  Francisco,  a  waitress  local  supported  Resolution  N'o.  69  and 
opposed  the  reporting  of  tips  to  employers  for  a  number  of  reasons, 
and  she  said : 

I  certainly  wish  that  there  were  a  way  to  have  the  law  amended — the  social 
security  law — which  would  grant  the  rig-ht  to  employees  to  have  gratuities  con- 
sidered as  any  other  income  other  than  wages  at  the  end  of  the  year,  just  as  a 
self-employed  person  or  someone  who  has  a  small  business  is  allowed  to  do,  and 
they  then  could  include  in  their  social  security  benefits  the  tax  payment  allowed 
with  the  greater  right  than  for  the  greater  social  security  benefits. 

Thus,  employees  and  union  leaders  of  the  restaurant  industry  are 
not  solidly  behind  section  313.  This  bill  would  not  apply  to  restau- 
rants only,  however.  It  would  affect  bellmen,  barbers,  beauticians, 
parking  lot  attendants,  doormen,  redcaps,  and  many  others  in  many 
industries.  Even  the  Congress  has  tip  employees  in  the  barbershops 
and  perhaps  elsewhere.  Many  members  of  these  other  tip  groups  and 
their  employees  oppose  section  313. 
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Mrs.  Walsh's  contention  was  that  the  ideal  situation  would  be  to 
treat  tips  as  self -employment  income.  This  is  the  National  Restaurant 
Association's  position  as  well. 

The  banquet  waiter  whose  tip  is  charged  as  part  of  the  bill  gets 
social  security  protection  based  on  his  tip  income  as  well  as  his  wages. 
However,  in  this  case,  the  employer  actually  knows  the  true  amount 
of  the  tip  because  he  charges  for  the  tip,  collects  the  tip,  and  pays 
the  tip  over  to  this  waiter. 

In  this  case  the  employer  has  knowledge  of  and  control  of  the 
tip.  He  even  takes  custody  of  the  tip  moneys.  None  of  this  would 
be  possible  under  section  313  and  without  such  control  the  employer 
would  be  completely  subject  to  his  employees'  wishes. 

Another  way  to  base  social  security  benefits  on  tip  income  as  well 
as  wages  is  reflected  in  a  contract  now  in  effect  between  the  Hotel  As- 
sociation of  New  York  City,  Inc.,  and  the  New  York  Hotel  Trade 
Council  AFL-CIO.  Approved  after  an  appeal  by  the  Social  Security 
Administration,  effective  June  1,  1963,  it  provides  among  other  things 
that — 

*  *  *  all  tipped  employees  except  those  in  banquet  departments  shall  be 
deemed,  for  each  weekly  payroll  period  after  said  date,  to  have  certified  and 
accounted  to  their  respective  employers  for  an  amount  of  gratuities  that  they 
have  received  which  amount  when  added  to  their  weekly  gross  salary  shall 
equal  $70 ;  and  the  respective  employer  shall  pay  and  make  deductions  for 
Federal  social  security  tax  purposes  based  upon  such  sum  of  $70  per  week  for 
each  of  these  employees. 

Still  a  third  way  to  reach  this  objective  under  existing  law  is  by 
agreement  between  employer  and  employee.  Under  such  an  agree- 
ment, accurate  accounting  to  the  employer  is  required.  This  method 
is  much  like  section  313  except  that  it  is  based  on  voluntariness.  It  is 
little  used  in  the  restaurant  industry,  an  indication  that  neither  em- 
ployers nor  employees  in  our  industry  want  it. 

The  National  Restaurant  Association  wants  tips  to  count  for  all 
purposes.  We  share  the  desires  of  the  union  leaders  to  provide  social 
security  protection  based  on  tip  income  as  well  as  wages.  We  disagree 
with  their  contention  that  tips  should  be  treated  as  wages.  We  submit 
that  tips  are  other  income  and  more  nearly  like  self-employment 
income. 

Tips  are  unique,  a  hybrid  sort  of  income.  The  Social  Security  Ad- 
ministration has  difficulty  finding  the  waiter  to  be  engaged  in  a  trade 
or  business,  a  requirement  for  the  self -employment  approach.  It  is 
unfortunate  that  our  law^  has  been  narrowed  down  to  but  two  con- 
cepts in  this  area:  w^ages  and  self -employment  income.  True,  the 
waiter  is  not  completely  self-employed,  an  independent  contractor,  be- 
cause he  does  work  at  our  direction  and  under  our  control. 

However,  insofar  as  his  tip  income  is  concerned,  it  possesses  more 
indicia  of  self-employment  income  than  of  wages.  It  is  truly  the 
product  of  his  personal  effort.  True,  he  has  no  real  capital  invest- 
ment in  his  trade  or  business  but  then  neither  does  a  court  reporter. 

Existing  law  concerning  social  security  coverage  of  court  reporters 
is  worthy  of  our  attention  because  the  analogy  to  the  waiter  is  quite 
close  insofar  as  the  sale  of  transcripts  is  concerned.  The  employer  of 
the  State  or  municipal  court  reporter  withholds  from  his  salary  or 
wage  both  income  and  social  security  taxes.    Tliis  is  like  the  waiter 
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with  his  basic  wage.  Now  the  court  reporter  is  allowed  to  sell  tran- 
scripts to  the  public  and  this  is  like  the  waiter  who  receives  tips  from 
his  customers.  The  court  reporter  m.akes  his  own  returns  on  his 
income  from  the  sale  of  transcripts  and  pays  such  taxes  as  may  be 
due  if  he  were  self-employed.  The  waiter  should  do  likewise  in  the 
case  of  tip  income.  Indeed  he  does  so  now  in  the  case  of  income  taxes. 

Treating  tips  as  self-employment  income  would  not  be  expensive  to 
waiters  and  waitresses.  The  annual  cost  of  this  approach  to  a  waiter 
working  40  hours  per  week  and  averaging  $1  per  hour  in  tips  would 
be  $45.24.  This  is  less  than  $1  per  week.  For  this  he  would  be  relieved 
of  reporting  to  his  employer  and  his  social  security  benefits  would  be 
identical  with  what  he  would  receive  under  section  313. 

Tips  are  not  wages.  Tip  income  is  another  kind  of  income.  Tips 
are  really  like  dividends  on  stock  or  rentals  from  leases  of  property 
or  interest  on  a  savings  account.  It  was  proposed  to  the  Congress  in 
1962  that  dividends,  rentals,  and  interest  be  withheld  upon  for  income 
tax  purposes.  This  was  rejected  by  the  Congress  in  the  Revenue  Act 
of  1962  because  such  other  income  was  not  reasonably  related  to  wages 
or  the  employment  relationship  and  because  the  scheme  was  unwieldy 
and  unworkable.    The  same  is  true  of  the  proposals  of  section  313. 

We  believe  that  tip  income  is  such  other  income  as  to  be  self-employ- 
ment income  and  should  be  so  recognized  and  treated  for  social  se- 
curity and  Federal  income  tax  purposes.  We  submit  that  the  self- 
employment  approach  provides  the  only  reasonable,  practical,  and 
equitable  solution;  fair  to  the  employer  and  employee  alike,  to  the 
problem  of  basing  social  security  benefits  on  tip  income.  If  the  com- 
mittee does  not  agree  to  this  formula  and  approach  to  the  problem, 
we  urge  that  section  313  be  eliminated  from  the  bill  as  unworkable 
and  unduly  burdensome  upon  employer  and  employee  alike. 

There  are  solutions  for  this  problem  under  existing  law.  This  being 
true,  it  would  be  a  great  pity  to  deprive  a  great  industry  of  13  per- 
cent of  its  profit  when  the  law  now  provides  adequate  remedies. 

Thank  you,  Mr.  Chairman. 

Senator  Ribicoff.  Thank  you  very  much,  Mr.  Scott. 
Miss  Julia  Algase. 

STATEMENT  OF  JULIA  ALGASE,  LEGISLATIVE  COUNSEL,  REPEE- 
SENTINO  NEW  YOEK  HOTEL  &  MOTEL  TEADES  COUNCIL,  AFL- 
CIO;  ACCOMPANIED  BY  E.  SAENI  ZUCCA,  SECEETAEY,  DINING 
EOOM  EMPLOYEES  UNION,  LOCAL  1 ;  VANGEL  KAMAEAS,  CHAIE- 
MAN,  SOCIAL  SECUEITY  AND  TIP  COMMITTEE,  HOTEL  TEADES 
COUNCIL;  AND  FEED  FEEEAEA,  PEESIDENT,  LOCAL  11,  DINING 
EOOM  EMPLOYEES 

Miss  Algase.  My  name  is  Julia  Algase.  I  am  the  legislative  coun- 
sel and  assistant  to  Mr.  Jay  Rubin,  the  president  of  the  New  York 
Hotel  &  Motel  Trades  Council  which  was  just  referred  to  in  the  state- 
ment preceding  mine. 

The  council  represents  35,000  hotel  and  motel  workers  in  New  York 
City  under  collective  bargaining  agreement  with  the  Hotel  Associa- 
tion of  the  City  of  New  York. 
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Present  with  me  today  is  Mr.  Vangel  Kamaras,  a  vice  president  of 
local  6,  one  of  our  constituent  unions,  and  chairman  of  the  Social 
Security  and  Tip  Committee  of  the  Hotel  Trades  Council,  as  well  as 
other  representatives,  who  are  a  la  carte  waiters  in  the  New  York  City 
hotels  representing  the  large  number  of  tip  workers  that  we  represent 
among  the  30,000.  The  tip  employees  we  represent  are  waiters,  wait- 
resses, bellmen,  baggagemen,  and  doormen. 

I  would  like  to  add  in  addition.  Senator  Ribicoff,  if  I  may,  that  on 
my  right  is  Mr.  Sarni  Zucca,  the  secretary  of  the  Dining  lioom  Em- 
ployees Union,  Local  1  in  New  York  City. 

On  my  left  is  Mr.  Fred  Ferrara,  who  is  the  president  of  Local  11 
of  Dining  Room  Workers. 

Yesterday  I  was  present  when  Mr.  Cyrus  Anderson,  for  the  Hotel  & 
Restaurant  Employees  International  Union  presented  in  advance  the 
answers  to  the  arguments  that  he  anticipated  from  both  the  hotel  asso- 
ciation, the  American  Hotel  Association,  and  the  Restaurant  Associa- 
tion. 

We  come  here  to  ask  you  to  retain  intact  section  313  of  H.R.  6675, 
the  section  which  defines  tips  and  wages  and  provides  a  reporting 
method  for  that  purpose.  As  you  have  heard  this  proposal  has  been 
opposed  by  the  American  Hotel  Association  and  by  the  Restaurant 
Association.  We  are  told  as  excuse  for  opposition  either  that  the  pro- 
gram will  be  difficult  to  administer  or  that  the  employees  involved  do 
not  want  the  coverage. 

For  instance,  you  were  told  this  morning  that  ^liss  Jackie  Walsh  of 
California  local  said  way  back  in  1957  that  she  wished  there  were 
a  wa}^  of  covering  it.  Our  employer  opposition  has  apparently  had  to 
go  back  that  far  in  order  to  find  an  expression  of  employee  opposition 
which  I  think  is  a  rather  weak  approach  to  a  very  serious  matter. 

Now,  the  hotel  association,  and  as  far  as  I  know,  I  confine  myself 
to  the  hotel  association  and  by  that  I  mean  the  American  Hotel  Asso- 
ciation has  conducted  a  vigorous  campaign  directed  to  the  employees 
involved,  a  campaign  which  in  effect  says,  "You  don't  want  this  cover- 
age. Tell  your  representative  that  you  don't  want  it." 

And  we  offer  here  as  part  of  the  record  an  example  of  the  literature. 
It  is  veiled  and  confusing.  In  essence  it  leaves  the  employee  with 
this  thought :  "If  tips  coverage  is  legislated,  you  will  have  to  pay  in- 
come taxes  to  the  G^overnment  which  you  may  be  getting  away  with 
now." 

I  heard  the  representative  of  the  employer  say  something  to  the 
effect  a  few  minutes  ago  that  whenever  we  discussed  this  with  the 
employees  or  whenever  we  explain  to  them  what  it  is  they  are  against 
the  tips  coverage.  If  this  is  the  kind  of  explanation  it  is  not  difficult 
to  see  why  there  is  employee  mail  which  may  be  in  opposition. 

I  will  read  you  an  example  of  it. 

Tax  on  tips  poses  some  real  problems  for  employees — 

They  don't  say  it  imposes  taxes  on  employers  as  they  have  been 
telling  you. 

Very  few  know  all  its  burdens.  There  are  very  severe  penalties  for  violations. 
We  don't  think  many  employees  would  want  it  if  they  knew  all  about  it. 

Then  they  go  on  to  explain  the  reporting  method,  and  the  reference 
you  see  here  is  to  section  205  of  the  old  bill  but  Still  it  is  intact  in  this 
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bill  the  reference  is  tlie  same.  What  they  say  is  that  "You  certainly 
have  an  interest  in  this  matter.  You  may  want  to  oppose  the  section.. 
You  might  want  to  write  to  your  Congressmen.  We  suggest  that  you 
contact  your  Congressmen  now." 

To  me  it  is  quite  clear  that  the  employers  don't  want  it,  and  that 
their  time,  many  of  those  profits  they  may  have  been  having  must  have 
been  spent  in  persuading  the  employee  that  he  doesn't  want  it. 

Employer  oppossition  is  actually  based  regardless  of  the  excuse  on 
the  fact  that  this  coverage  is  going  to  cost  them  more  money  in  social 
security  taxes,  and  they  would  like  tio  keep  that  amount  down  as  low- 
as  possible,  and  this  was  borne  out  by  the  figures  that  were  presented 
to  you  by  the  Kestaurant  Association. 

Accordingly,  we  hear  such  statements  as,  "We  are  quite  in  sympathy 
but  we  think  that  this  is  a  self -employment  matter." 

Tip  workers  are  not  self-employed.  They  are  employees,  and,  there- 
fore, must  be  treated  as  such  in  all  areas,  including  social  security. 

Imagine  the  implications  behind  the  self -employment.  Senator  Ribi- 
ooff .  I  see  three,  no  unemployment  insurance  which  all  tip  workers 
have.  No  vv^orkmen's  compensation  which  all  tip  workers  have.  No 
union  organizations  which  a  large  number  of  tip  workers  have.  These 
are  only  some  of  the  implications  of  the  idea  of  self- employment  for 
tipped  workers. 

Now,  a  self-employed  man  sets  up  a  little  business  somewhere.  He 
doesn't  go  into  a  place  where  he  has  to  sign  a  contract,  where  he  has 
to  obey  the  rules  of  the  establishment.  Where  he  has  to  wear  their 
uniform,  where  they  must  agree  to  certain  safety  rules  for  them,  where 
they  have  to  pay  unemployment  insurance  taxes,  and  have  the  right 
to  hire  and  fire.  So,  that  this  is — I  don't  quite  know  how  to  describe 
it,  it  is  a  drowning  man  clutching  at  a  straw  to  think  of  this  in  terms, 
of  self-employment. 

Now,  not  all  hotel  employers  have  the  backward  views  on  this  prob- 
lem that  the  opposition  would  indicate  our  own  experience  in  New 
York  Cit}^  is  an  example  of  far-sighted  thinking  on  the  part  of  the 
New  York  City  Hotel  Association,  which  does  feel  a  responsibility  in 
this  area. 

Upon  the  presentation  by  our  union  in  collective  bargaining  nego- 
tiations of  the  problem  of  social  security  coverage  in  this  tipped  area, 
both  sides  reached  an  agreement  recognizing  that  tips  are  part  of 
wages,  and  that  tipped  workers  covered  by  our  collective  bargaining 
agreement  are  deemed  to  earn  at  least  $70  a  week  in  cash  wages  and 
tips,  and  since  this  sedition  of  our  contract  was  quoted  a  few  minutes 
ago  by  the  representative  of  the  restaurant  association  it  must  have 
occurred  to  you.  Senator,  why  were  banquet  waiters  excluded  ?  The 
banquet  vfaiters  were  excluded  because  they  are  covered.  They  are 
covered  under  the  regulations  of  the  Social  Security  Administration. 
So  we  haven't  had  any  problem  of  asking  for  tips  coverage  of  banquet 
waiters.  Accordingly  the  employers  involved  deducted  the  employee's 
share  for  social  security  and  for  withholding,  and  contributed  their 
own  share  for  social  security. 

Our  agreement  has  been  recognized  by  the  Social  Securitj^  Admin- 
istration,  and  the  Internal  Revenue  Department,  as  of  June  1^  1963„ 
the  effective  date  of  the  agreement. 
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Tipped  workers  covered  by  our  collective  bargaining  agreement 
have  a  certain  amount  of  tip  coverage  under  social  security.  We  are 
offering  a  copy  of  the  approval  for  your  record. 

I  think  that  the  restaurant  association  offered  this  absolutely  lead- 
ing type  of  agreement  as  a  substitute  for  legislation.  This  happens 
to  be  one  of  the  most  unique  things  that  has  ever  happened  but  it  is 
not  a  substitute  for  legislation.  It  isn't  the  first  time  that  a  labor 
union  has  led  the  way  toward  a  revision  of  social  problems  which  will 
then  be  followed  by  legislation,  which  will  cover  the  entire  country  and 
give  to  the  unorganized  the  benefit  of  what  the  union  has  been  able 
to  do  by  collective  bargaining. 

There  are  people  all  over  the  country  here  vrho  are  not  organized, 
unfortunately,  and  who  do  need  this  help,  not  only  here,  but  in  the 
minimum  wage  area  as  well. 

Now,  the  correction  of  a  long-standing  inequity  is  at  hand  in  section 
313  of  this  bill. 

Well,  since  the  restaurant  association  went  as  far  back  as  1957,  we 
will  take  the  privilege  of  going  back  to  1948,  and  say  that  the  cover- 
age of  tips  for  social  security  

Senator  Eibicoff.  I  assume  most  of  these  things  you  are  talking 
about  are  not  in  your  prepared  statement  ? 

Miss  Algase.  Yes. 

Senator  Kibicoff.  Fine,  you  seem  to  be  wandering  around. 

Miss  Algase.  No,  I  interpolate  every  now  and  then,  Senator. 

Senator  Eibicoff.  Just  that  time  is  rmming  out. 

Miss  Algase.  I  am  reading  now  the  rest  of  what  is  in  

Senator  Eibicoff.  I  mean  you  can  interpolate,  it  is  perfectly  all 
right.  I  thought  you  would  make  your  written  statement  part  of  the 
record  as  read  and  you  can  interpolate  accordingly. 

Miss  Algase.  I  would  be  perfectly  happy  in  the  interest  of  time  to 
skip  the  balance  of  page  3  of  my  statement  which  refers  to  Senator 
Lehman's  interest  in  this  behalf  and  some  of  his  quotes  particularly 
in  relation  to  the  question  of  employment  of  tipped  workers,  be- 
cause he  said,  "These  people  are  required  to  include  moneys  received  in 
this  way  in  their  income  tax  returns.  I  can  think  of  no  reason  why 
they  should  not  be  entitled  to  have  these  moneys  accounted  for  social 
security." 

Now,  9  years  later  the  situation  is  still  uncorrected.  The  tipped 
worker  presently  maintaining  a  reasonably  good  standard  of  living 
on  the  basis  of  wages  and  tips  is  reduced  at  the  time  of  old  age  to  the 
lowest  rung  of  the  social  security  ladder,  and  we  offer  for  your  record 
an  analysis  of  the  difference  in  these  benefits  which  is  based  on  our  own 
experience. 

I  have  a  copy  of  that  for  the  record. 

Senator  Eibicoff.  That  will  be  placed  in  the  record  with  your  pre- 
pared statement  at  the  end  of  your  testimony. 
Miss  Algase.  Yes. 

From  this  it  appears  that  social  security  benefits  without  tips  inclu- 
sion would  be  $73  a  month  whereas  if  it  were  based  on  only  $70  a  week 
the  benefits  would  be  $116.  But  this  is  for  our  section  of  the  com- 
munity which  has  the  benefit  of  a  contract,  as  I  have  pointed  out. 

The  correction  of  the  abuses  in  your  hands  and  we,  35,000  of  us,  and 
more  believe  that  you  will  correct  it  by  approving  section  313.  May 
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we  add  that  Local  471  of  tlie  Hotel  &  Restaurants  Employees  Inter- 
national Union  covering  the  Albany,  Schenectady,  and  Troy  area  have 
asked  us  to  include  their  support  with  ours. 

Senator,  I  have  an  additional  section  which  is  not  related  to  tips 
but  to  the  hospital  portion  of  the  bill.  With  respect  to  the  hospital 
portion  of  the  bill  we  support  amendment  No.  79  which  would  include 
vital  hospital  services  customarily  rendered  as  such  but  which  are 
presently  excluded  as  the  bill  stands. 

We  have  a  pension,  insurance,  and  medical  care  program  set  up  by 
our  collective  bargaining  agreement,  and  I  will  submit  a  copy  of  the 
various  services. 

(The  material  referred  to  follows :) 

Health  Services  For  Employees  of  the  Hotel  Industry  Covered  By  The 
Industrywide  Collective  Bargaining  Agreement 

pensioners 

(A)  At  the  Health  Center  (50th  Street  and  10th  Avenue)  pensioners  will  be 
;given : 

(1)  Ambulatory  care;  (2)  hospital  care  by  health  center  physicians  provided 
pensioner  carries  hospital  insurance  (usually  Blue  Cross). 

(B)  At  FMO's  (family  medical  oflaces)  if  living  in  covered  zones: 

(1)  Ambulatory  care ;  (2)  hospital  care  by  FMO  physicians  provided  pensioner 
carries  hospital  insurance ;  (3)  home  care. 

(C)  Pensioners  living  in  FMO  covered  zones  should  be  treated  at  the  respec- 
tive FMO.  They  may,  however,  elect  to  be  treated  at  the  health  center.  They 
cannot  shuttle  from  one  to  the  other  or  be  treated  at  both. 

(D)  These  services  are  not  extended  to  spouses  or  dependents  of  pensioners. 

SUFFOLK  AND  NASSAU  COUNTY  RESIDENTS 

A  HIP  program  covers  eligible  members  and  families  living  in  these  areas. 

WESTCHESTER,  NEW  JERSEY,  STATEN  ISLAND  RESIDENTS 

On  April  1,  1964  a  "fee-for-service"  plan  became  effective  for  eligible  members 
and  families.  This  plan  provides  partial  reimbursement  for  office,  home,  and 
hospital  care  by  MD's  of  the  patient's  own  choice,  according  to  a  schedule  of 
fees  set  by  the  Union  Family  Medical  Fund. 

QUEENS  RESIDENTS 

All  eligible  members  and  family  dependents  living  in  Queens  are  serviced  by 
the  Queens  Family  Medical  Office  at  91-31  Queens  Boulevard,  Telephone  TW- 
9-8855. 

BROOKLYN  RESIDENTS 

An  agreement  has  been  signed  with  the  Brooklyn  Hospital,  at  Ashland  Place 
and  DeKalb  Avenue.  A  family  medical  office  similar  to  the  other  FMO's  now 
in  operation  will  be  opened  early  in  1966.  Meantime,  the  member  himself  or 
herself  will  continue  to  get  medical  care  at  the  health  center,  (50th  Street  and 
10th  Avenue)  and  a  temporary  surgical  and  obstetrical  program  is  provided  for 
spouses  and  family  dependents. 

BRONX  RESIDENTS 

All  eligible  members  and  family  dependents  living  in  the  Bronx  are  serviced  by 
the  Family  Medical  Office  at  360  East  193d  Street,  telephone  WE-3-2300. 

MANHATTAN  RESIDENTS 

(a)  All  eligible  members  and  family  dependents  living  in  postal  zones  21,  22, 
26,  27,  28,  29, 35,  and  37  are  serviced  by  the  Family  Medical  Office  at  21  East  105th 
Street,  telephone  EN-9-2211. 

( 6 )  All  eligible  members  and  family  dependents  living  in  postal  zones  1  through 
7,  9  through  14,  16  through  19,  36,  and  38  (the  area  on  the  East  and  West  Sides 
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below  Central  Park)  are  serviced  by  the  Family  Medical  Office  at  84  Fifth  Avenue, 
telephone  YU-9-6300. 

(c)  For  families  living  in  postal  zones  23,  24,  and  25  (the  West  Side  area 
from  59th  Street  up  to  about  116th  Street)  service  for  spouses  and  dependent 
children  onlv,  but  not  the  member,  is  provided  at  the  South  Manhattan  Family 
Medical  Office  at  84  Fifth  Avenue,  telephone  YU-9-6300.  The  member  himself 
or  herself  is  still  to  use  the  health  center  at  50th  Street  and  10th  Avenue,  tele- 
phone JU-6-1550. 

TEMPOKAEY  SURGICAL  AND  OBSTETRICAL  PROGRAM 

This  program,  which  provides  reimbursement  for  surgical  and  obstetrical 
benefits  only,  is  still  in  operation.  It  is  applicable  to  dependents  of  eligible  mem- 
bers who  are  not  included  in  any  of  the  plans  described  above.  Reimbursement 
is  made  according  to  a  set  schedule  of  fees. 

HEALTH  CENTER 

Members,  but  not  family  dependents,  who  are  not  included  in  any  of  the  above 
■described  programs,  will  continue  to  be  covered  by  the  health  center  at  50th 
■Street  and  10th  Avenue,  telephone  JU-6-lloO. 

IF  THE  EMPLOYEE  GETS   SICS  ON  THE  JOB 

Emergency  medical  care  for  those  who  become  ill  on  the  job  is  being  centralized 
at  the  health  center,  50th  Street  and  10th  Avenue. 

Regardless  of  where  the  employee  lives,  he  should  proceed  as  follows  if  taken 
ill  at  work  and  in  need  of  a  doctor  : 

At  night  and  on  weekends  and  holidays  when  the  health  center  is  closed,  call 
its  number  JU-6-1150,  and  a  doctor  will  be  sent. 

During  the  day  when  the  health  center  is  open  go  directly  to  its  emergency 
clinic  if  able  to  travel.  If  too  sick  to  travel,  call  JU-6-1150. 

Miss  Aloase.  We  provide  ambulatory  medical  care  for  the  elderly 
pensioned  workers  in  oiir  industry,  who  are  also  receiving  social 
security  benefits  and  who  would  be  covered  by  the  proposed  bill. 

We  provide  medical  care  and  hospital  care  for  these  aged  if  they 
can  keep  up  their  Blue  Cross  payments.  Part  of  this  hospitalization 
has  traditionally  included  diagnostic.  X-ray  and  laboratory  tests, 
electrocardiograms,  basal  metabolism  readings,  and  other  customary 
hospital  services. 

^  The  proposed  exclusion  is  a  dilution  of  the  concept  of  hospital  care 
[     and  I  will  not  read  the  rest  of  my  statement  on  this. 

We  need  not  go  into  the  broad  impact  which  the  exclusions  would 
have  on  hospital  practice  in  general  and  on  hospital-physician  relation- 
I     ships.   The  inherent  dangers  are  evident  in  the  critical  statements  of 
'     Senators — and  Senator  Eibicoff  in  your  own  answer  to  questions  that 
I     we  raised  on  this  point. 

'  But  we  do  wish  to  state  that  we  have  a  direct  and  specific  interest 
in  the  integrity  of  a  hospital  system  wliich  includes  the  specialist 
services. 

Our  union,  as  I  have  stated,  provides  free  and  comprehensive  medi- 
cal care  both  to  the  worker  and  the  workers'  family  through  a  chain 
of  medical  offices  which  are  attached  to  and  are  virtually  an  integral 
part  of  major  Xew  York  City  hospitals. 

In  short,  a  blow  at  hospitals,  and  that  is  what  the  exclusions  are,  is 
i  a  blow  at  our  program  and  the  people  it  serves.  We  ask  for  approval 
I     of  amendment  79  and  I  ask  and  apologize  for  going  over  my  time. 

Senator  Eibicoff.  Thank  you  very  much.  Miss  Alsfase. 
'         (The  full  prepared  statement  and  attachments  follow :) 
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Statement  of  Julia  A^gase,  New  York  Hotel  and  Motel  Trades  Council,  in 
Support  of  Section  3  of  H.R.  6675  and  in  Support  of  Amendment  79  TO' 
Include  Vital  Hospital  Services  Presently  Excluded 

My  name  is  Julia  Algase.  I  am  legislative  counsel  and  assistant  to  Jay  Rubin, 
the  president  of  the  New  York  Hotel  &  Motel  Trades  Council  which  represents 
35,000  hotel  and  motel  workers  in  New  York  City  under  collective  hargaining 
agreement  with  the  Hotel  Association  of  the  City  of  New  York. 

Present  with  me  today  is  Vangel  Kamaras,  a  vice  president  of  local  6,  one  of 
our  constituent  unions,  and  chairman  of  the  Social  Security  and  Tip  Committee 
of  the  Hotel  Trades  Council,  as  well  as  other  representatives  of  the  large  number 
of  tip  workers  that  we  represent  among  the  35,000.  The  tip  employees  we 
represent  are  waiters,  waitresses,  bellmen,  baggagemen,  and  doormen. 

We  come  here  to  ask  you  to  retain  intact  section  313  of  H.R.  6675,  the 
section  which  defines  tips  as  wages  and  provides  a  reporting  method  for  that 
purpose. 

This  proposal  has  been  opposed  by  the  American  Hotel  Association.  We  are 
told,  as  excuse  for  opposition,  either  that  the  program  will  be  difiicult  to  ad- 
minister or  that  the  employees  involved  do  not  want  the  coverage.  Employers 
have  conducted  a  vigorous  campaign  directed  to  the  employees  involved — a 
campaign  which  in  effect  says — "You  don't  want  this  coverage.  Tell  your  repre- 
sentative that  you  don't  want  it."  We  offer  an  example  of  the  literature  for 
your  record.  It  is  veiled  and  confusing.  In  essence  it  leaves  the  employee  with 
this  thought :  "If  tips  coverage  is  legislated,  you  will  have  to  pay  income  taxes 
to  the  Government  which  you  may  be  getting  away  with  now.*' 

Employer  opposition  is  actually  based,  regardless  of  the  excuse,  on  the  fact 
that  this  coverage  is  going  to  cost  them  more  money  in  social  security  taxes, 
and  they  would  like  to  keep  that  amount  down  as  low  as  possible.  Accordingly, 
we  hear  such  statements  as,  "We  are  quite  in  sympathy  hut  we  think  that  this  is 
a  self -employment  matter."  Tip  workers  are  not  self-employed.  They  are 
employees  and  therefore  must  be  treated  as  such  in  all  areas,  including  social 
security.  Since  tip  earnings  are  related  directly  to  employment  and  flow  out 
of  that  employment  and  an  income  tax  is  due  on  those  tips,  tip  earnings  must  be 
included  for  social  security  purposes. 

Not  all  hotel  employers  have  the  backward  view  on  this  problem  that  the 
opposition  would  indicate.  Our  own  experience  in  New  York  City  is  an  example 
of  farsighted  thinking  on  the  part  of  a  hotel  association — the  New  York  City 
Hotel  Association — which  does  feel  a  responsibility  in  this  area.  Upon  the  pres- 
entation by  our  union,  in  collective  bargaining  negotiations  of  the  problem  of 
social  security  coverage  in  this  tip  area,  both  sides  reached  an  agreement,  recog- 
nizing that  tips  are  part  of  wages  and  that  tip  workers  covered  by  our  collective 
bargaining  agreement  are  deemed  to  earn  at  least  $70  a  week  in  cash  wages 
and  tips.  Accordingly,  the  employers  involved  deducted  the  employee's  share 
for  social  security  and  contributed  their  own  share.  Our  agreement  has  been 
recog-nized  by  the  Social  Security  Administration  and  the  Internal  Revenue  De- 
partment as  of  June  1,  1963,  the  effecttive  date  of  the  agreement.  Tip  workers 
covered  by  our  collective  bargaining  agreement  have  a  certain  amount  of  tip 
coverage  under  social  security.  We  are  offering  a  copy  of  the  approval  for  your 
record. 

The  correction  of  a  long-standing  inequity  is  at  hand  in  section  3  in  this 
bill.  As  far  back  as  1948  the  coverage  of  tips  for  social  security  purposes  was 
recommended  in  the  report  of  the  Advisory  Council  on  Social  Security.  In  1956, 
8  years  later.  Senator  Herbert  Lehman  offered  an  amendment  to  the  Social' 
Security  Amendments  of  1956  on  the  Senate  floor.    These  were  his  words : 

"There  are  thousands  of  people  in  the  United  States  who  receive  part  of  their 
wages  in  the  form  of  tips — taxicab  drivers,  waiters  and  waitresses,  barbers, 
bellhops,  and  others.  These  people  are  entitled  to  the  same  degree  of  social 
security  coverage  as  the  rest  of  our  citizens.  They  should  not  be  penalized  simply 
because  part  of  their  earnings  are  not  paid  to  them  directly  by  their  employers. 
These  people  are  required  to  include  moneys  received  in  this  way  in  their  income 
tax  returns.  I  can  think  of  no  reason  why  they  should  not  be  entitled  to  have 
these  moneys  accounted  for  social  security." 

Now,  9  years  later,  the  situation  is  still  uncorrected  and  a  tip  worker  presently 
maintaining  a  reasonably  good  standing  of  living  on  the  basis  of  wages  and  tips 
is  reduced  at  the  time  of  old  age  to  the  lowest  rung  of  the  social  security  ladder. 
We  offer  for  your  record  an  analysis  of  the  difference  in  these  benefits  which  is 
based  on  our  own  experience  .    From  this  it  appears  that  social  security  benefits 
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without  tips  inclusion  would  be  $73  a  month,  whereas  if  it  were  based  on  $70 
a  week,  the  benefits  would  be  $116.  But  this  is  for  our  section  of  the  community 
which  has  the  benefit  of  contract  and  higher  base  wages  than  most  parts  of  the 
•country.  The  unorganized,  particularly  those  who  do  not  have  the  protection  of 
the  Federal  minimum  wage,  are  receiving  exceedingly  low  hourly  rates — the  only 
amount  reflected  in  their  social  security  benefits. 

The  correction  of  the  abuse  is  in  your  hands  and  we — 35,000  of  us — believe 
that  you  will  correct  it  by  approving  section  3. 

May  we  add  that  local  471  of  the  Hotel  &  Restaurant  Employees  International 
Union  covering  the  Albany,  Schenectady,  and  Troy  area  have  asked  us  to  include 
their  support  with  ours. 

Now,  with  respect  to  the  hospital  portion  of  the  bill,  we  support  amendment 
No.  79  which  would  include  vital  hospital  services  customarily  rendered  as  such 
but  which  are  presently  excluded  as  the  bill  stands. 

We  have  a  pension,  insurance,  and  medical  care  program  set  up  by  our 
collective  bargaining  agreement.  We  provide  ambulatory  medical  care  for  the 
elderly  pensioned  workers  in  our  industry  who  are  also  receiving  social  security 
benefits  and  who  would  be  covered  by  the  proposed  bill.  We  provide  medical 
care  in  hospital  for  these  aged  if  they  can  keep  up  their  Blue  Cross  (hospital 
insurance)  payments.  Part  of  this  hospitalization  has  traditionally  included 
diagnostic,  X-ray  and  laboratory  tests,  electrocardiograms,  basal  metabolism 
readings,  and  other  customary  regular  hospital  services — such  as  those  of 
radiologists,  pathologists,  and  anesthesiologists. 

The  proposed  exclusion  is  a  dilution  of  the  concept  of  hospital  care.  It  is  a 
concession  to  the  efforts  of  the  American  Medical  Association  to  obstruct  enact- 
ment of  a  social  security  program  which  would  meet  adequately  the  high  costs  of 
I  ^hospital  care  for  the  elderly.  Putting  these  customary  hospital  services  in  the 
Toluntary  supplementary  medical  portion  of  the  legislation  means  billing  the 
patient,  a  thing  alien  to  the  concept  of  insurance  for  hospital  care. 

We  need  not  here  go  into  the  broad  impact  which  the  exclusions  would  have  on 
!  hospital  practice  in  general  and  on  hospital-physician  relationships.  The  in- 
'  herent  dangers  have  been  made  evident  in  the  critical  statements  of  Senators 
Douglas,  Neuberger,  Gruening,  and  others.  But  we  do  wish  to  state  that  we  have 
j  :a  direct  and  specific  interest  in  the  integrity  of  a  hospital  system  that  includes 
'  the  specialist  services.  Our  union  provides  free  and  comprehensive  medical 
1|  care,  both  to  the  worker  and  the  worker's  family,  through  a  chain  of  medical 
j  'Oflaces  which  are  attached  to,  and  are  virtually  an  integral  part  of.  major  New 
i  York  City  hospitals.  In  short,  a  blow  at  hospitals — and  that  is  what  the 
exclusions  are — is  a  blow  at  our  program  and  the  people  it  serves. 
We  ask  your  approval  of  amendment  No.  79. 


Dear  Mb.  Rubin  :  At  the  request  of  the  Director,  Tax  Rulings  Division.  I  am 
'  notifying  you  of  the  status  for  social  security,  Federal  unemployment  tax,  and 
withholding  of  income  tax  of  a  stated  figure  of  $70  w^eekly  in  cash  and  tips 
,,  referred  to  in  paragraph  31  of  the  collective  bargaining  agreement  of  Septem- 
j|  her  28.  1962,  between  the  New  York  Hotel  Trades  Council,  AFD-CIO,  and  the 
I    Hotel  Association  of  New  York  City.  Inc. 

i  On  the  basis  of  advice  received  by  me  from  the  Tax  Rulings  Division,  it  is 
Ji    novr  held  that  such  tips  constitute  "wages"  to  the  extent  that  the  amount  thereof, 

1!    when  added  to  wages  otherwise  received  by  the  employee  from  the  employer, 
,    equals  $70  for  services  performed  during  a  complete  weekly  payroll  period  (or 
'    equals  a  pro  rata  portion  of  $70  for  services  performed  during  a  part  of  a  weekly 
period).    This  determination  is  applicable  for  purposes  of  the  taxes  imposed 
under  the  Federal  Insurance  Contributions  Act  and  the  Federal  Unemployment 
Tax  Act  and  for  the  purposes  of  the  collection  of  income  tax  at  source  on  wages. 
The  effective  date  of  this  determination  shall  be  in  accordance  with  the  foUow- 
1     ing  rules  : 


U.S.  Teeasury  Department. 

Internal  Revenue  Service, 

District  Director. 
New  York,  N.Y.,  August  25,  1964- 


Mr.  Jay  Rubin, 

Prendent,  Neir  York  Hotel  Trades  Council, 
New  York,  N.Y. 
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1.  For  purposes  of  the  taxes  imposed  under  the  Federal  Insurance  Contri- 
butions Act  this  ruling  will  be  applicable  to  tips  received  in  pay  periods  beginning 
on  or  after  June  1,  1963,  the  effective  date  of  section  31  of  the  collective-bargaining 
agreement. 

2.  The  tax  imposed  under  the  Federal  Unemployment  Tax  Act  vt^ill  apply 
under  this  ruling  only  to  tips  received  on  or  after  January  1, 1964. 

3.  For  purposes  of  income  tax  withholding  this  determination  will  apply 
(1)  to  the  period  beginning  June  1,  1963,  and  ending  at  the  close  of  the  pay 
period  which  includes  the  date  of  this  letter,  but  only  to  the  extent  that 
income  tax  has  been  withheld  by  the  employer  and  has  not  been  returned  to  the 
employee,  and  (2)  to  all  pay  periods  beginning  after  the  date  of  this  letter. 

Inasmuch  as  the  collective-bargaining  argeement  has  been  in  effect  since  June  1, 
1963,  and,  pursuant  to  section  31  thereof,  payments  have  been  made  by  tip 
employees  and  their  respective  employers  to  an  impartial  chairman,  as  escrow 
holder,  based  upon  the  consideration  as  wages  of  certified  and  accounted  gratui- 
ties in  amounts  which,  when  added  to  their  respective  weekly  salaries,  shall 
equal  the  sum  of  $70,  it  will  become  necessary  for  the  respective  employers  to 
report  and  pay  over  to  the  Internal  Revenue  Service  the  full  amount  of  the 
employment  taxes  and  withheld  income  tax  due  in  accordance  with  the  effective 
dates  stated  above. 

Instructions  for  the  procedure  to  be  followed  in  reporting  these  taxes  will  be 
communicated  to  the  employers  through  their  trade  association. 

Please  notify  your  membership  of  this  determination  and  that  the  ruling  as 
to  the  status  for  employment  tax  purposes  of  the  $70  referred  to  herein  does  not 
affect  the  amount  to  be  included  in  gross  income  by  the  members  for  Federal 
income  tax  purposes,  as  all  tips  and  gratuities  received  by  such  members  are 
includible  in  gross  income  without  limitation. 
Very  truly  yours, 

Charles  A.  Church,  District  Director. 


Social  security  l>enefits 


Year 

Weekly 
contract 
cash  wage 

Annua] 
cash  wage 
(52  weeks) 

Year 

Weekly 
contract 
cash  wage 

Annual 
cash  wage 
(52  weeks) 

1951  

$21. 80 
21.80 
23. 00 
24.20 
25. 40 
27.40 
29. 40 
30.90 

$1, 133. 60 
1, 133. 60 
1, 196. 00 
1,238.40 
1,320. 80 
1.424. 80 
1,  528. 80 
1, 606. 80 

1959  

32.40 
33. 65 
34.90 
36. 15 
37. 15 
38. 15 

1, 684. 80 
1,749.80 
1, 814. 80 
1, 879. 80 
1,931.80 
1,  983. 80i 

1952  

1960  

1953  

1961  

1954  

1962  

1955  

1963  

1956  

1964  

1957  

Total  

1958  

21, 627.  60' 

Average  annual  wage  after  1950.,  _.      _  -  $1,  544. 83 

=social  security  benefits         73.  00 

Average  annual  wage  based  on        70. 00 

=social  security  benefits    _  -    116. 00' 

Senator  Ribicoff.  The  committee  will  stand  adjourned  until  tomor- 
row morning  at  10  o'clock. 

Miss  Ai^ASE.  Senator  Ribicoff,  I  have  been  asked  if  these  two  gentle- 
men could  make  a  brief  statement. 

Senator  Ribicoff.  All  right. 

You  are  taking  more  time  than  any  other. 

Mr.  ZuccA.  E.  Sarni  Zucca.  I  have  a  statement  here,  Senator,  but 
I  am  not  going  to  read  it.  I  merely  wish  to  make  two  brief  additions 
to  a  statement  already  made  by  Miss  Algase  and  it  is  this :  that  upon 
retirement  these  workers  qualify  for  social  security  benefits  substan- 
tially inferior  to  those  of  other  workers  who  pay  the  same  taxes.  The 
difference  in  the  rate  of  benefits  may  mean  the  difference  between  eco- 
nomic survival  and  destitution  in  old  age.    However,  the  same  applies 


SOCIAL  SECURITY 


1025 


to  the  survivors,  the  widows  and  the  orphans  when  the  head  of  the 
family  dies. 

In  other  words,  what  is  involved  here  is  not  only  the  Avorker  himself^ 
but  also  the  family. 

No.  2.  A  considerable  number  of  employers  have  expressed  support 
for  this  bill  out  of  a  sense  of  fairness  toward  their  employees. 

Third,  as  to  cost  mentioned  by  the  employers,  the  additional  social 
security  taxes  involved  will  be  no  higher  and  no  lower  than  every 
other  employer  now  pays. 

As  a  matter  of  fact,  employers  of  tipped  employees  have  enjoyed  an 
advantage  over  other  employers  for  many  years. 
Thank  you. 

Senator  Ribicoff.  Thank  you  very  much. 

I  understood  you  were  informed  that  every  group  would  have  one 
witness,  and  if  you  have  any  statement  you  can  place  them  in  the 
record  at  this  point,  which  is  the  rules  the  committee  has  been  operating 
under  all  these  hearings. 

You  are  the  only  one  who  has  had  an  exception  to  it. 
Miss  Algase.  I  am  very  sorry.    I  was  just  asked  b}^  Mr.  Zucca  if  I 
could  make  that  application  for  him.    I  had  not  intended  to  violate 
any  promise. 

Senator  Ribicoff.  What  do  vou  have,  sir? 
All  right. 

Senator  Douglas,  who  had  to  leave  the  meeting,  has  asked  that  his 
statement  in  support  of  his  amendment  178  to  provide  for  the  admin- 
istration by  the  Railroad  Retirement  Board  of  the  hospital  insurance 
program  as  it  relates  to  railroad  employees  be  placed  in  the  record. 
(The  statement  follows :) 

Statement  of  Senator  Douglas 

Tlie  bill  H.R.  6675,  as  passed  by  tlie  House,  omitted  the  provisions  contained 
in  tbe  original  bill  (H.R.  1)  with  respect  to  the  jurisdiction  of  the  Railroad 
Retirement  Board  over  the  administration  of  the  hospital  insurance  program 
as  it  relates  to  railroad  employees.  My  amendments  would  restore  to  the  Board 
such  jurisdiction. 

The  provisions  which  my  amendments  would  restore  are  not  new.  Pursuant 
to  an  agreement  of  long  standing  between  the  Secretary  of  Health,  Education, 
and  Welfare  and  the  Railroad  Retirement  Board,  such  provisions  were  incor- 
porated in  the  1961  bills  for  hospital  insurance  benefits  (H.R.  4222,  introduced 
February  13,  1961,  and  S.  909,  introduced  the  same  date).    They  were  incor- 
porated again  in  1963  (H.R.  3920,  introduced  Feburary  21,  1963,  and  S.  880, 
introduced  the  same  date),  again  in  1964  (H.R.  11865,  passed  by  the  Senate  on 
September  3,  1964)  and  again  in  1965  (H.R.  1,  introduced  January  4.  1965,  and 
S.  1,  introduced  January  6,  1965).    This  agi'eement  between  the  2  agencies 
was,  and  is,  in  conformity  with  the  long  established  congressional  policy  of 
H     conferring  upon  the  Railroad  Retirement  Board  jurisdiction  with  respect  to 
|[     benefits  for  railroad  employees,  their  dependents  and  survivors.    As  is  well 
|l     known,  the  Railroad  Retirement  Board  administers  the  railroad  retirement 
I     program  which  provides  retirement  benefits  for  railroad  employees,  their  de- 
pendents and  survivors.    The  Board  also  administers  the  railroad  unemploy- 
I     ment  and   sickness   insurance  program   which   provides   protection  against 
I     unemployment  and  sickness  of  railroad  employees.    It  was  and  is,  of  course. 
I     logical  that  the  Board  administer  the  hospital  insurance  program  as  it  relates  to 
[     railroad  employees,  their  dependents  and  survivors,  particularly  in  view  of  the 
fact  that  their  eligibility  for  payment  for  hospital  services  is  derived  from  the 
rights  of  railroad  employees  to  benefits  under  the  railroad  retirement  program. 
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There  is  now  considerable  cooperation  between  the  railroad  retirement  and  so- 
cial security  systems  through  mutually  agreed  upon  procedures  to  implement  the 
existing  statutory  provisions  for  coordination  of  the  2  systems.  Accordingly,  for 
the  purpose  of  smooth  and  efficient  administration  of  the  hospital  insurance  pro- 
gram, procedures  have  been  carefully  worked  out  between  the  2  agencies  to  make 
certain  that  the  administration  by  the  Railroad  Retirement  Board  of  the  hospital 
insurance  program  as  it  relates  to  railroad  employees  would  not  result  in  any 
administrative  problems  to  either  of  the  agencies  or  to  hospitals. 

The  Chairman  of  the  Railroad  Retirement  Board  has  been  authorized  by  the 
Commissioner  of  Social  Security  to  advise  me  that  the  Department  of  Health, 
Education,  and  Welfare  has  no  objection  to  the  adoption  of  my  amendments  to 
the  bill  H.R.  6675. 

Senator  Ribicoff.  The  committee  will  stand  adjourned  until  to- 
morrow morning  at  10  a.m. 

(Whereupon,  at  11 :15  a.m.,  the  committee  adjourned,  to  reconvene 
at  10  a.m.,  Wednesday,  May  19, 1965.) 
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WEDNESDAY,  MAY  19,  1965 

U.S.  Senate, 
Committee  on  Finance, 

Washington^  D.G. 
The  committee  met,  pursuant  to  recess,  at  10 :10  a.m.,  in  room  2221, 
ISTew  Senate  Office  Building,  Senator  Eugene  J.  McCarthy  presiding. 
Present :  Senators  McCarthy,  Douglas,  and  Gore. 
Also  present :  Elizabeth  B.  Springer,  chief  clerk. 
Senator  McCarthy.  The  committee  will  come  to  order. 
The  first  witness  is  Dr.  Vincent  W.  Archer,  Charlottesville,  Ya. 
Dr.  Archer,  Senator  Byrd  said  he  is  sorry  he  couldn't  be  here  this 
morning  to  hear  your  testimony,  but  I  am  sitting  in  for  him. 

STATEMEITT  OF  DH.  VIKCEIirT  W.  ARCHEE,  CHARLOTTESVILLE,  VA. 

Dr.  Archer.  Thank  you. 

Mr.  Chairman,  thank  you  for  allowing  me  to  present  my  views  on 
certain  areas  of  H.R.  6675 ;  namely,  the  noninclusion  of  radiology  as 
a  ''hospital  service." 

I  come,  not  as  a  representative  of  the  American  Medical  Association, 
I  have  been  a  member  of  the  house  of  delegates  for  14  years,  not  repre- 
senting the  American  College  of  Radiology  of  which  I  have  been  pres- 
ident, not  representing  the  Medical  Societ}^  of  Virginia,  of  which  I 
have  been  president. 

My  presentation  is  that  of  an  individual  intensely  interested  in  the 
future  supply  of  radiologists,  so  interested  that  I  am  paying  my  own 
expenses  out  of  my  markedly  diminished  income  as  a  semiretired  pro- 
fessor in  a  micdical  school. 

J ust  a  word  regarding  my  right  to  have  a  considered  opinion.  Until 
1961,  when  I  was  retired  on  account  of  age,  I  had  been  chairman  of 
the  Department  of  Radiology  at  the  University  of  Virginia  Medical 
School  for  over  37  years  and  had  been  responsible  for  recruitment  and 
training  of  73  residents  in  radiolog}\ 

Racliolog}^  is  a  highly  developed  medical  specialty  requiring  a  med- 
ical degree,  1  year  of  internship  and  4  years  of  radiological  training 
before  becoming  qualified  as  a  specialist.  In  its  rapidly  expanding 
scope,  radiology,  comprises  not  only  the  relatively  simple  diagnostic 
procedures,  but  also  very  complicated  maneuvers  such  as  passing  a 
catheter,  a  small  tube,  into  the  heart,  into  the  aorta,  into  the  kidney's, 
and  visualizing  the  vessels  of  the  brain. 

The  use  of  radioactive  materials  in  mapping  various  organs  and  the 
treatment  of  malignancy  by  cobalt  and  isotopes  are  also  covered  in 
this  training  program.    This,  then,  is  truly  the  practice  of  medicine, 
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not  a  function  of  a  nonmedical  organization  such  as  a  hospital.  All 
of  the  residents  in  our  department  are  trained  in,  and  personally  per- 
form, all  of  the  procedures  enumerated  and  many  others  too  numerous 
to  mention.  In  addition,  radiologists  treat  about  70  percent  of  all 
patients  with  cancer.  So  much,  then,  for  the  establishment  of  radi- 
ology as  a  medical  service,  not  as  a  hospital  service. 

My  grave  concern  is  over  the  increasing  difficulty  in  recruiting 
sufficient  numbers  of  high-class  medical  graduates  to  supply  this  ever- 
increasing  deficit  of  qualified  radiologists.  May  I  quote  from  the  tes- 
timony presented  by  the  American  College  of  Radiologj^  to  the  House 
Ways  and  Means  Committee  in  Februar^^  of  this  year. 

The  use  of  X-rays  in  the  diagnosis  and  treatment  of  disease  has  increased 
more  than  12  percent  annually.  At  the  same  time,  the  increasing  complexity  of 
new  procedures,  such  as  intricate  heart  examinations  and  the  other  examinations 
which  I  have  described,  makes  the  actual  annual  increase  in  X-ray  work  about  20 
percent. 

In  1963  only  three  out  of  four  openings  in  X-ray  training  programs  for 
physicians  were  filled. 

This  compares  with,  if  I  may  quote  some  more  statistics,  compares 
with  internal  medicine,  81  percent,  ophthalmology,  94  percent,  ortho- 
pedic surgery,  81  percent,  surgery,  general  surgery,  81  percent,  and  we 
were  able  to  recruit  only  7 6  percent. 

Thus,  only  about  500  new  radiologists  were  added  to  the  approximately  7,000 
specialists  already  practicing.  With  normal  attrition  of  deaths,  the  profession 
increases  its  numi)er  by  about  300  yearly,  less  than  5  percent.  Thus,  the  supply 
is  not  keeping  pace  with  the  need. 

Still  quoting  from  the  report : 

If  the  specialty  becomes  less  desirable  to  young  physicians  because  of  its 
segregation  as  a  hospital  service,  its  ability  to  recruit  needed  young  physicians 
will  be  seriously  impaired.  This  problem  will  be  compounded  if  proposals  in 
the  President's  Health  Message  urging  the  establishment  of  regional  centers  for 
diagnosis  and  treatment  of  cancer,  strokes  and  heart  disease  are  implemented. 

This  has  been  our  experience  in  my  institution.  It  is  difficult  to 
get  medical  students  and  young  physicians  interested  in  the  field  of 
radiology  when  they  feel  that  it  will  be  dominated  by  the  hospitals  and 
lay  boards  of  trustees. 

Under  such  circumstances,  financial  considerations  on  the  part  of 
lay  boards,  may  overshadow  medical  care  in  the  minds  of  these  boards. 
In  addition,  there  is  a  very  definite  loss  of  professional  dignity  when 
a  specialty  is  set  apart  in  this  way  from  other  physicians.  This  is 
really  the  voice  of  experience  speaking.  As  applied  locally,  my  com- 
ments date  to  the  distant  past,  up  to  1937,  to  be  exact,  not  to  the 
present,  but  this  can  and  does  happen  elsewhere  and  the  younger  men 
know  it. 

The  same  reasoning  undoubtedly  applies  to  the  specialties  of  pathol- 
ogy, anesthesiology  and  psychiatry,  but  I  speak  only  of  radiology  of 
which  I  have  had'  such  an  intimate  knowledge  over  so  long  a  time. 

In  closing,  mav  I  interpolate  that  on  the  basis  of  my  past  experiences 
over  a  long  period  of  time  with  all  forms  of  medical  practice  on  a  local, 
State,  and  National  level,  I  am  opposed  to  the  medical  sections  of 
H.K.  6675  as  p  whole,  and  the  basis  of  this  long  experience  dates  back 
to  rnv  war.  World  War  I,  in  which  I  was  a  first  sergeant,  then  ad- 
jutant of  a  general  hospital,  and  since  then  I  have  been  workmg  m 
an  institution,  the  University  of  Virginia  Hospital,  which  is  a  govern- 
mental institution,  and  medicine  is  not  practiced  quite  as  well  as  we 
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■would  like  to  see  it  practiced  due  to  man}'  interferences  by  go\'ern- 
mental  agencies. 

However,  if  this  bill  should  pass,  please  consider  the  irreparable 
ll    -damage  to  the  branch  of  the  medical  profession  of  ^Yhich  I  am  a  mem- 
1    ber  and  do  not  include  the  medical  services  of  the  radiologist  within 
j    the  hospital  benefits  section  of  this  bill. 
'       Thank  you,  sir. 

Senator  McCarthy.  Dr.  Archer,  is  there  any  reason  as  to  why 
radiologists  should  be  excluded  as  distinguished  from  the  other  three 
or  four  specialties  that  are  included  ? 

T)r.  Archer.  Xo,  sir:  they  all  belong  in  the  same  basket,  but  I  can 
speak  personally  only  from  the  standpoint  of  radiology,  because  I  am 
so  thoroughly  conversant  with  what  is  going  on  in  radiology. 

Senator  McCarthy.  Isn't  it  a  practice  in  many  hospitals  to  have  the 
jl  radiologist  on  some  kind  of  an  annual  salary  rather  than  to  have  him 
'    practicing  indejoendently  ? 

Dr.  Archer.  That  is  true,  that  in  a  great  many  hospitals  that  is 
li    true.    In  our  own  State,  however,  we  have  reviewed  the  contracts  of 
I    all  of  the  folks  in  the  hospitals  and  except  in  the  State  teaching  hos- 
pitals they  are  not  on  salary  but  are  either  on  a  percentage  or  bill  the 
•patients  independently,  separate  from  the  hospital  bill. 

Senator  McCarthy.  You  mean  they  receive  a  percentage  of  what 
;    the  hospital  charges  for  its  sendees  ? 

I       Dr.  Archer.  On  what  the  radiologists  charge.    The  radiologists 
I    in  Virginia,  the  whole  State  of  Virginia  set  the  charges  and  then  the 
1    Tiospital  gets  a  certain  percentage  of  the  collections. 
Senator  McCarthy.  I  see. 

Is  it  possible  that  you  could  distinguish  between  the  diagnostic  serv- 
I   ices  and  the  treatment  aspect  of  it  ? 
'  '     Dr.  Archer.  Yes,  sir,  it  is. 

Senator  McCarthy.  Would  it  be  possible  to  include  the  one  as  a 
;  part  of  the  hospital  charges  and  ha^'e  the  other  treated  as  having  a 
1   iprivate  practice  ? 

||  Dr.  Archer.  It  certainly  vrould,  the  same  as  thoracic  surgery  is 
L- -differentiated  from  neurosurgery,  but  this  argument  that  applies  to 
I  one  applies  to  the  others,  as  far  as  the  thing  I  am  interested  in,  and 
'   that  is  the  recruitment  of  futtire  radiologists. 

Senator  McCarthy.  I  have  no  m.ore  questions. 
I       Thank  you  ver^^  much. 

Dr.  Archer.  Thank  you,  sir. 

Senator  McCarthy.  William  A.  Callahan  of  the  International  As- 
'j    sociation  of  Industrial  Accident  Boards  and  Commissions. 

f   STATEMENT  OF  WILLIAM  A.  CALLAHAIT,  PEESIDENT,  THE  INTER- 
NATIONAL ASSOCIATION  OF  INDUSTRIAL  ACCIDENT  BOARDS  AND 
COMMISSIONS;  ACCOMPANIED  BY  JOSEPH  E.  McGUIRE,  COMMIS- 
SIONER, INDUSTRIAL  ACCIDENT  BOARD,  BOSTON,  MASS.;  JOHN 
jj       V.  KEANEY,  COMMISSIONER,  MAINE  INDUSTRIAL  ACCIDENT  COM- 
j        MISSION,  PORTLAND.  MAINE  :  AND  DANIEL  T.  DOHERTY,  CHAIR- 
t        MAN,  WORKMEN'S  COMPENSATION  COMMISSION,  BALTIMORE,  MD. 

Mr.  Callahax.  Mr.  Chairman,  my  name  is  William  A.  Callahan. 
I  am  a  Workmen's  Compensation  Commissioner  from  the  State  of 
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Oregon  and  am  president  of  the  International  Association  of  Indus- 
trial Accident  Boards  and  Commissions. 

I  have  with  me  Mr.  John  Keaney  on  my  immediate  left,  who  is  a 
commissioner  from  the  State  of  Maine,  and  is  the  vice  president  of 
our  international  association. 

On  my  right  hand  I  have  Mr.  Dan  Doherty,  chairman  of  the  Mary- 
land Workmen's  Compensation  Commission,  the  immediate  past  presi- 
dent of  our  international  association,  and  on  my  far  left,  I  have  Mr. 
Joseph  McGuire,  who  is  a  commissioner  from  the  State  of  Mas'sa- 
chusetts,  and  is  the  chairman  of  our  legislative  committee. 

Senator  MoCarthy.  How  do  you  have  so  many  Irishmen  in  con- 
trol of  this  organiztaion  ? 

Mr.  Callahan.  May  I  also  say,  Mr.  Chairman,  that  the  chairman 
could  also  be  an  Irishman. 

Senator  McCarthy.  It  could  be. 

Mr.  Callahan.  So  perhaps  we  are  among  friends. 

Senator  McCarthy.  Go  ahead. 

Mr.  Callahan.  As  president  of  the  International  Association  of 
Industrial  Accident  Boards  and  Commissions,  I  am  authorized  to  make 
this  request  by  vote  of  the  membership  at  the  last  convention. 

Membership  of  our  association  consists  of  the  workmen's  compen-  i 
sation  boards  and  commissions  of  48  of  the  States  of  our  N'ation,  plus 
the  provinces  of  Canada  and  other  nations.  The  members  of  these 
boards  and  commissions  are  actively  ens^aged  in  the  administration 
of  worlmien's  compensation  and  constitute  the  best  informed  group 
on  matters  of  workmen's  compensation. 

This  association  has  not  opposed  social  security,  nor  has  it  opposed 
the  medicare  program.    It  does  not  oppose  disability  pa^Tnents  | 
throu2:h  social  security  for  those  persons  disabled  from  nonoccupa- 
tional injuries,  nor  is  it  opposed  to  social  security  benefits  after  retire-  j 
ment  age  to  those  disabled  by  occupational  injuries. 

By  membership  vote,  this  association  has  opposed  the  encroachment  | 
of  social  security  into  the  field  of  workmen's  compensation.  As  ad- 
ministrators we  have  direct  knowledge  of  the  harm  beiusr  done.  It  is 
clear  to  us  that  this  is  detrimental  to  our  ^sTation.  As  citizens  we  feel 
compelled  to  respectfully  ask  vou  to  delete  that  part  of  section  30'3 
redefining  disability  from  H.E.  6675  and  consider  it  separately  on 
its  merits,  or  to  amend  that  section  to  eliminate  the  application  of  its^ 
provisions  to  workmen's  compensation  claimants. 

That  portion  of  section  303  is  not  relevant  to  the  medicare  program, 
and  if  deleted  the  medicare  program  would  not  be  affected.  This 
was  attached  to  the  popular  medicare  bill  very  late,  and  those  adversely 
affected  did  not  ha  ve  an  opportunity  to  be  heard. 

There  is  already  an  overlap  in  pavments  to  permanently  and  totally 
disabled  workmen's  compensation  claimants,  and  disabilitv  benefits  of 
social  security.  Parts  of  section  303  would  compound  this  problem 
bv  extending  the  overlap  into  payments  for  temporary  disability  by 
reco^Tiizing  any  disabilitv  of  more  than  6  months'  duration. 

Several  months  ago  the  lAIABC  agreed  to  cooperate  with  the 
Social  Security  Administration  in  a  joint  studv  of  overlapping  bene- 
fits. Recentlv  the  House  Wavs  and  Means  Committee  directed  the 
Social  Secui'ity  Administration  to  conduct  a  study  of  overlapping 
benefits.    A  few  weeks  ago  our  association  received  a  conununication 
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from  Coininissioner  Kobert  Ball  asking  for  the  association's  participa- 
i    tion  in  tliis  broader  study.    Our  association  has  agreed  to  do  this. 
I       We  respectfully  direct  your  attention  to  the  inconsistency  of  order- 
j    ing  a  study  and  before  such  a  study  is  made,  taking  action  on  the 
I   matter  under  study.    Our  association,  being  aware  of  the  adverse 
effects,  stands  ready  to  cooperate  in  the  study.   We  ask  that  you  at 
least  delay  action  until  the  study  is  made. 
I       Eehabilitation  of  occupationally  injured  workmen  is  an  integral 
part  of  workmen's  compensation  and  is  second  in  importance  only  to 
prevention  of  injuries.    When  overlapping  payments  exceed  wages, 
•efforts  to  rehabilitate  are  nullified.    It  is  astonishing  that  while  the 
Labor  Department  of  the  Federal  Govennnent  works  diligently  to 
I   xehabilitate  injured  workmen,  the  Social  Security  Administration, 
through  encroachment  into  workmen's  compensation,  makes  rehabili- 

I  tation  extremely  difficult. 

Workmen's  compensation  is  based  upon  the  doctrine  of  occupational 
;  injuries  being  a  cost  of  production  and  as  such  is  to  be  paid  for  by  the 
employing  entity.  This  was  the  theme  of  the  speeches  and  writings 
of  the  advocates  of  this  doctrine  during  the  time  when  State  v^ork- 
men's  compensation  laws  were  being  enacted.  The  pronomicement  of 
less  prominent  persons  have  been  lost,  but  those  of  Theodore  Roosevelt 
have  been  preserved  and  are  available  in  the  Theodore  Eoosevelt 
Cyclopedia,  which  must  be  available  in  the  Library  of  Congress.  He 
maintained  that  it  was  as  much  the  obligation  of  an  employer  to  pay 
for  costs  of  occupational  injuries  as  to  pay  for  repairs  to  broken  ma- 
chinery.   Workmen's  compensation  laws  implement  this  doctrine. 

Some  years  later  the  U.S.  Supreme  Court  in  Gudahy  Packing  Go.  of 
NetrasJca  v.  Parramore^  263  U.S.  418,  affirmed  the  same  precept.  The 
I:   United  States  Chamber  of  Commerce  in  its  yearly  publication  "An- 
il  alysis  of  Workmen's  Compensation  Laws",  on  page  3  of  the  1964 
edition,  conthiues  to  state  that  occupational  injuries  are  a  cost  of 
,    production.    ^^"0  one  disputes  this  doctrine. 

i|      Workmen's  compensation  is  financed  by  insurance  plans  that  provide 

I I  variable  premium  rates,  recognizing  the  comparative  hazard  of  the 
employer's  operations.  These  rates  are  further  modified  for  each 
employer  in  keeping  with  his  claim  costs,  which  reflect  the  efficiency 
of  his  safety  program. 

Thus  the  principle  of  insurance  is  carried  out,  the  risk  is  spread, 
and  each  employer  is  rew^arded  for  safety  efforts  or  penalized  for  lack 
of  safety. 

Incentives  are  pro^dded  to  install  safety  programs,  even  at  a  sub- 
stantial cost,  because  of  the  saving  in  workmen's  compensation  pre- 
iniimis.    History  proves  that  workmen's  compensation,  through  the 
incentives  provided,  has  been  the  greatest  single  force  in  the  reduction 
I  of  occupational  injuries. 

I   ^  It  is  claimed  that  State  workmen's  compensation  laws  do  not  fully 
^:   implement  the  doctrine  of  occupational  injuries  being  a  cost  of  pro- 
duction. 

I  In  many  cases  this  is  true  and  the  corrections  must  be  made  by 
upgrading  the  workmen's  compensation  laws  where  needed.  As  work- 
men's compensation  administrators  and  through  our  association,  we 
advocate  this.  Our  efforts  are  bearing  fruit,  as  attested  bv  the  up- 
gradmg  of  benefits  in  State  laws  this  year.    These  efforts  should  be 
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encouraged,  not  hampered  or  nullified  by  the  encroaclnnent  of  social 
security  into  the  field  of  workmen's  compensation.  • 

Social  security  funds  are  not  the  proper  source  from  which  to  make 
payments  for  occupational  injuries.    One-half  of  the  payments  to  . 
social  securiLY  is  deducted  from  workers'  pay  checks.    Thus  when  ' 
social  security  funds  are  used  to  pay  for  occupational  injuries,  the 
workers  are  required  to  pay  one-half  of  the  employers'  legitimate  obli- 
gation.   This  violates  the  basic  doctrine  of  workmen's  compensation. 

The  other  half  paid  by  employers  at  a  fixed  rate  regardless  of  the 
hazard  of  the  employment,  and  with  no  recognition  of  safety  effort, 
is  unjust  as  a  system  of  financing  the  cost  of  occupational  injuries  and 
also  violates  the  basic  doctrine  of  workmen's  compensation. 

Shifting  of  payment  for  occupational  injuries  from  workmen's  cora- 
pensation  to  social  security  is  fundamentally  wrong  and  can  only  be 
rationalized  by  the  end  justifying  the  means.    If  workmen's  compensa- 
tion is  deficient  it  should  be  upgraded,  not  supplemented  from  the  , 
wrong  source.    Two  wrongs  never  did  make  a  right. 

It  is  undeniable  that  social  security  funds  are  not  the  proper 
source  of  payment  for  occupa^tional  injuries.  There  being  no  incen- 
tive for  the  employer  to  promote  safety,  the  deterioration  of  safety 
programs  will  result  in  increased  human  sufferino-  as  well  as  economic 
loss. 

It  may  be  claimed  that  it  is  difficult  to  separate  occupational  in- 
juries from  those  of  nonoccupational  origin.    Administrative  dif- 
ficulty in  this  case  is  greatly  exaggerated,  and  even  if  the  difficulty 
existed  is  not  justification  for  charging  the  cost  to  the  wrong  source  | 
of  funds. 

May  I  digress  a  moment,  Mr.  Chairman,  in  workmen's  compensa- 
tion we  have  to  do  that  every  day  and  while  it  is  a  job  it  is  not  a  costly 
one.  We  have  to  do  it  right  along.  \ 

The  International  Association  of  Industrial  Accident  Boards  and 
Commissions  will  ever  strive  to  improve  and  upgrade  workmen's  i 
compensation  laws  so  that  the  doctrine  of  occupational  injuries  be-  j 
ing  a  cost  of  production  is  fully  implemented.    The  association  re- 
quests help  from  all  who  would  see  this  noble  purpose  accomplished. 

To  that  end  the  association  respectfully  requests  your  honorable 
body  to  delete  that  portion  of  section  303  redefining  disability  from 
H.R.  6675.  It  should  not  be  considered  until  the  study  ordered  by 
the  House  of  Eepresentatives  has  been  completed.  At  the  very  least, 
the  association  requests  that  section  303  be  amended  so  that  its  pro- 
visions do  not  apply  to  workmen's  compensation  claimants. 

Mr.   Chairman,  I  respectfully  submit  this  on  behalf  of  our 
association.  ' 

Senator  McCarthy.  Thank  you  very  much,  Mr.  Callahan. 

Do  either  of  the  other  men  wish  to  testify  or  are  they  just  here  to 
support  your  position  ? 

Mr.  Callahan.  No,  but  they  might  be  here  to  give  me  a  little  moral 
support  and  also  answer  some  questions  if  they  should  be  directed. 

Senator  McCarthy.  In  the  case  of  Oregon,  what  is  the  practice  with 
reference  to  the  time  in  which  you  begin  paying  disability  payments  ? 

Mr.  Callahan.  You  mean  the  first  payment  ? 

Senator  McCarthy.  How  long  must  a  man  be  disabled  before  he  is 
eligible  ?    Does  it  vary  

f 
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Mr.  Callahax.  The  record  as  of  very  late  is  7  and  a  fraction  days, 
and  we  have  no  limit  on  the  time  as  far  as  time  loss.    There  is  no 
limit  either  in  dollars  or  in  time. 

Senator  McCarthy.  How  long  does  the  average  disability  last? 
That  is,  compensable  disability  ? 

Mr.  Callahax.  The  average  disability,  of  course,  is  not  very  great. 
Of  course,  most  of  the  injuries  wouldn't  even  have  a  disability  at  all, 
most  of  them  are  very  minor.  I  couldn't  tell  you  exactly  how  long- 
but  the  ones  we  are  talking  about,  of  course,  are  the  important  ones, 
and  we  will  have  some  that  drag  on  for  several  months,  sometimes  even 
a  couple  of  years. 

Senator  McCarthy.  Not  many  would  go  beyond  6  months  ? 
Mr.  Callahan.  Not  too  many. 

Senator  McCarthy.  So  your  really  won't  have  much  overlap  since 
this  payment  doesn't  begin  until  6  months  have  elapsed  and  most  of 
the  people  under  the  State  plans  will  be  pretty  well  taken  care  of. 

Mr.  Callahan.  I  would  like  to  put  that  just  a  little  bit  differently. 
I  don't  believe  it  is  exactly  the  numbers  who  are  involved.  I  would 
prefer  to  put  it,  and  as  we  feel,  and  I  certainly  feel  that  way  myself, 
it  is  more  the  principle  that  is  involved  rather  than  the  numbers. 

Now,  I  don't  think  the  numbers  are  so  great,  but  it  is  the  principle 
that  is  involved,  and  as  you  probably  know  from  experience,  when  you 
have  trouble  spots  you  don't  have  to  have  very  many  of  them  to  cause 
much  trouble. 

Senator  McCarthy.  Well,  I  don't  really  think  I  need  press  it  any 
more.  I  understand  your  position.  This  I  think  is  the  key,  the  ques- 
tion of  the  overlapping :  whether  you  want  to  serve  the  more  general 
good  or  be  concerned  about  the  one  or  two  who  might  receive  special 
benefits.  It  has  been  proposed  that  we  impose  an  income  tax  on  dis- 
1  ability  payments  once  the  total  disability  payment  is  in  excess  of  what 
jj  the  man's  income  was  before  he  was  disabled.  Do  you  think  that  might 
be  helpful  in  keeping  alive  their  incentive  to  go  back  to  work  ? 

Mr.  Callahan.  Well,  I  hate  to  see  us  get  away  from  the  basic  prin- 
ciple on  which  workmen's  compensation  has  been  developed,  that  it 
1    is  a  cost  of  production,  and  I  believe  that  we  should  stick  with  it. 
I    I  believe  that  there  has  been  some  departure  made  already  which  has 
I    been  detrimental.    I  don't  know  whether  that  is  a  very  good  answer  to 
your  question  or  not. 

Senator  McCarthy.  We  are  glad  to  have  your  opinion  on  it  in  any 
i  case. 

I  have  no  more  questions. 
P       Thank  you  very  much. 

I  Mr.  Callahan.  Thank  you,  sir. 

Senator  McCarthy.  Mr.  Frank  Bane  of  the  Advisory  Conunission 

I I  on  Intergovernmental  Relations. 
1 1      You  may  proceed. 

STATEMENT  OF  ERAITK  BANE,  CHAIUMAN,  ADVISORY  COMMISSION 
j       ON  INTEEaOVEENMENTAL  RELATIONS;  ACCOMPANIED  BY  'WIL- 
LIAM G.  COLMAN,  EXECUTI'Vi:  DIRECTOR  OE  THE  COMMISSION: 
I       AND  PAGE  T.  INGRAHAM,  STAFF  MEMBER  OF  THE  COMMISSION 

Mr.  Bane.  Mr.  Chairman,  my  name  is  Frank  Bane,  Chairman  of 
the  Advisory  Commission  on  Intergovernmental  Relations  and  I  have 
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with  me  Mr.  William  Colman,  Executive  Director  of  the  Commission, 
and  Mr.  Page  Ingraham,  who  is  a  staff  member  of  the  Commission. 

I  appreciate  the  opportunity  of  appearing  before  your  committee 
to  present  the  views  of  the  Advisory  Commission  on  Intergovern- 
mental Relations  on  H.R.  6675,  the  social  security  amendments  of 
1965. 

The  Advisory  Commission  was  created  by  Public  Law  380  of  the 
86th  Congress  as  a  bipartisan  body  of  26  members  representing  all 
levels  of  Government.  It  is  charged  with  giving  continuing  study  and 
attention  to  the  relationships  among  the  National,  State,  and  local 
governments  and  with  developing  recommendations  for  improving 
these  relationships. 

Among  the  Commission's  specific  statutory  responsibilities  is  that 
prescribed  in  section  (3)  of  the  act — giving  "critical  attention  to  the 
conditions  and  controls  involved  in  the  administration  of  Federal 
grant  programs." 

It  was  pursuant  to  this  statutory  mandate  that  the  Conmiission 
undertook  a  study  of  the  statutory  and  administrative  controls  associ- 
ated with  Federal  Grants  for  public  asistance.  A  copy  of  the  Com- 
mission's report  adopted  in  May  1964,  is  submitted  herewith  for  the 
information  of  the  committee. 

Upon  the  completion  of  this  study,  which  focused  on  the  question  of 
intergovernmental  relations  in  the  administration  of  the  public  assist- 
ance program,  the  Commission  presented,  for  the  consideration  of  the 
Congress,  recommendations  designed  to  overcome  the  main  points 
of  intergovernmental  friction.  These  recommendations  propose  that 
the  public  assistance  titles  of  the  Social  Security  Act  be  amended  to — 

Provide  judicial  review  of  administrative  decisions  of  the  Secretary 
of  Health,  Education,  and  Welfare  regarding  the  conformity  of  State 
plans  under  the  act. 

Remove  the  prohibitions  against  Federal  Participation  in  public 
assistance  payments  to  mental  and  tubercular  patients. 

Grant  discretion  to  the  Secretary  of  Health,  Education,  and  Welfare 
to  waive  the  "single  State  agency"  requirement  for  the  public  assist- 
ance titles  so  that  States  could  organize  their  administrative  agencies 
in  a  manner  compatible  with  their  own  needs  so  long  as  the  pro- 
gram objectives  of  the  act  are  not  endangered. 

Provide  the  Secretary  of  Health,  Education,  and  Welfare  with 
the  discretion  to  declare  parts  of  a  State  plan  out  of  conformity  with 
the  Federal  act,  rather  than  have  to  reject  the  whole  plan,  because  of 
the  inadequacy  of  one  part. 

Establish  a  permanent  Public  Assistance  Advisory  Council  to  pro- 
vide a  voice  for  State  and  local  advice  to  the  Secretary  of  Health, 
Education,  and  Welfare  on  proposed  legislation,  administrative  reg- 
ulations, and  other  related  matters. 

We  are  gratified  that  provisions  which  will  cary  out  the  first  two  of 
these  recommendations  are  included  in  H.R.  6675  as  it  is  now  before 
you.  We  urge  the  retention  of  these  provisions  in  the  bill.  Attached 
to  our  statement  is  a  summary  of  the  reasons  for  their  inclusion. 

Suggested  amendments  to  the  public  assistance  titles  of  the  Social 
Security  Act  to  implement  the  three  additional  recommendations  made 
by  the  Commission  are  incorporated  in  H.R.  6241,  introduced  by  Con- 
gressman L.  H.  Fountain  of  North  Carolina.    We  recommend  that 
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H.E.  6675  be  amended  to  include  these  provisions.  Since  I  will  refer 
to  the  appropriate  sections  in  my  comments,  I  would  like  to  request 
that  the  text  "of  H.E.  6241  appear  as  an  attacliment  to  this  statement. 

Senator  ^^.IcCartht.  That  "vrill  be  done. 

(H.E.  6241  referred  to  follows :) 

[H.R.  6241,  89tli  Cong.,  1st  sess.] 

A  BILL  To  amend  the  public  assistance  provisions  of  the  Social  Security  Act  to  provide  for 

judicial  review  of  certain  administrative  decisions  of  the  Secretary  of  Health.  Education, 
and  Welfare,  to  enable  the  Secretary  to  Tvaive  the  "single  State  agency"  requirement, 
and  for  other  purposes 

Be  it  etiactecl  ty  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assemdJed,  That  (a)  title  VII  of  the  Social  Security  Act 
is  amended  by  adding  at  the  end  thereof  the  following  new  section: 

"jrDICIAL  EEYIEW  OF  CESTAIIs"  ADMIXISTEATr^'E  DETEEMIXATIO^s  S 

"Sec.  706.  (a)  (1)  TThenever  a  State  plan  or  an  amendment  to  a  State  plan 
is  submitted  to  the  Secretary  by  a  State  for  approval  under  title  I,  IV,  X, 
XIV,  or  XVI  of  this  Act  he  shall,  not  later  than  sixty  days  after  the  date  the 
plan  or  amendment  is  submitted  to  him,  make  a  determination  as  to  whether  it 
conforms  to  the  applicable  requirements  of  this  Act.  The  sixty-day  period  pro- 
vided herein  may  be  extended  but  only  by  written  agreement  of  the  Secretary 
and  the  affected  State. 

"(2)  Any  State  dissatisfied  with  a  determination  of  the  Secretary  with  respect 
to  such  a  plan  or  amendment  submitted  for  approval  may,  within  thirty  days 
after  it  has  been  notified  of  such  determination,  file  a  petition  with  the  Secretary 
for  reconsideration  of  the  issue  of  whether  such  plan  or  amendment  conforms 
to  the  applicable  requirements  of  this  Act.  Upon  receipt  of  such  a  petition,  the 
Secretary  shall  notify  the  State  of  the  time  and  place  at  which  a  hearing  will  be 
held  for  the  purpose  of  reconsidering  such  is>ue.  Such  hearing  shall  be  held  not 
less  than  twenty  days  nor  more  than  thirty  days  after  the  date  notice  of  such 
hearing  is  furnished  to  such  State,  unless  the  Secretary  and  such  State  agree  in 
writing  to  holding  the  hearing  at  another  time.  The  Secretary  shall  affirm, 
modify,  or  reverse  his  original  determination  within  thirty  days  of  the  conclusion 
of  the  hearing. 

'•(3)  Any  State  which  is  dissatisfied  with  a  determination  made  by  the  Secre- 
tary on  such  a  reconsideration  of  the  issue  of  whether  such  plan  or  amendment 
conforms  to  the  applicable  reciuirenients  of  this  Act  may  appeal  to  the  United 
States  Court  of  Appeals  for  the  circuit  in  which  such  State  is  located  by  filing 
with  such  court  a  notice  of  appeal.  Summons  and  notice  of  appeal  may  be  served 
at  any  place  in  the  United  States.  The  Secretary  shall  forthwith  certify  and 
file  in  the  court  the  transcript  of  the  proceedings  and  the  record  on  which  he 
based  his  action. 

'•(4)  The  findings  of  fact  by  the  Secretary,  unless  substantially  contrary  to 
the  weight  of  the  evidence,  shall  be  conclusive ;  but  the  court,  for  good  cause 
shown,  may  remand  the  case  to  the  Secretary  to  take  ftirther  evidence,  and 
the  Secretary  may  thereupon  make  new  or  modified  findings  of  fact  and  may 
modify  his  previous  action,  and  shall  certify  to  the  court  the  transcript  and 
record  of  the  further  proceedings.  Such  new  or  modified  findings  of  fact  shall 
likewise  be  conclusive  imless  substantially  contrary  to  the  weight  of  the  evidence. 

"(5)  The  court  shall  have  jurisdiction  to  affirm  the  action  of  the  Secretary 
or  to  set  it  aside,  in  whole  or  in  part.  The  decision  of  the  court  shall  be  subject 
to  review  by  the  Supreme  Court  of  the  United  States  upon  certiorari  or  certifi- 
cation as  provided  in  section  12-54  of  title  28  of  the  United  States  Code. 

•'(b)  Any  determination  of  the  Secretary  that  a  State  plan  approved  under 
title  I.  IV,  X.  XIV,  or  XVI  does  not  comply  with  the  applicable  provisions  of 
this  Act.  or  that  in  the  administration  of  such  plan  there  is  a  failure  to  comply 
substantially  with  any  such  provision,  shall  be  subject  to  review  as  provided  in 
subsection  (a). 

"(c)  In  any  case  where  a  determination  of  the  Secretary  under  subsection 
(a)  (1)  or  (b)  would,  in  the  absence  of  specific  or  further  action  by  the  State, 
result  in — 

"fl")  loss  of  the  State's  eligibility  for  payments  to  which  it  had  thereto- 
fore been  entitled  under  the  program  involved  or  reduction  in  the  amount 
of  such  payments,  or 
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"(2)  inability  of  the  States  to  become  eligible  for  payments  or  for 
increased  payments  under  the  program  involved,  where  such  payments  or 
increased  payments  have  been  made  generally  available  to  the  States  which 
qualify  therefor  under  such  program, 
the  State  may  secure  by  declaratory  judgment  proceedings  pursuant  to  section 
10  of  the  Administrative  Procedure  Act  (5  U.S.C.  1009)  a  decision  (A)  as  to 
whether  the  plan  or  amendment  involved  conforms  to  the  applicable  require- 
ments of  this  Act  (in  the  case  of  a  determination  made  under  subsection  (a)(1)) 
or  whether  there  is  a  failure  to  comply  with  the  applicable  provisions  of  this 
Act,  and  (B)  as  to  the  effect  of  the  nonconformity  or  noncompliance,  if  any, 
on  the  State's  continued  participation  in  the  program  involved. 

"(d)  Any  judicial  proceeding  pursuant  to  this  section  shall  be  entitled  to,  and 
upon  request  of  the  Secretary  or  the  State  shall  receive,  a  preference,  and  shall 
be  heard  and  determined  as  expeditiously  as  possible. 

"(e)  Any  notice  of  appeal  by  a  State  to  a  court  of  appeals  pursuant  to  this 
section  shall  be  Sled  with  such  court  within  thirty  days  from  the  date  of  the 
determination  of  the  Secretary  from  which  such  appeal  is  to  be  taken." 

(b)  The  amendment  made  by  subsection  (a)  shall  apply  only  with  respect 
to  determinations  made  by  the  Secretary  of  Health,  Education,  and  Welfare 
(as  described  in  subsections  (a)  (1)  and  (b)  of  section  706  of  the  Social  Secu- 
rity Act,  as  added  by  such  amendment)  on  and  after  the  date  of  the  enactment 
of  this  Act. 

Sec.  2.  (a)  Title  VII  of  the  Social  Security  Act  is  am.ended  by  adding  at  the 
end  thereof  (after  the  new  section  added  by  the  first  section  of  this  Act)  tlie 
following  new  section : 

"waiver  of  single  state  agency  requirement 

"Sec.  707.  Notwithstanding  section  2(a)(3),  402(a)(3),  1002(a)  (3)> 
1402(a)(3),  or  1602(a)(3),  the  Secretary  may,  upon  request  of  the  Governor 
or  other  appropriate  executive  or  legislative  authority  of  the  State  involved,^ 
waive  (with  respect  to  such  State)  the  requirement  of  such  section  that  the 
plan  of  such  State  approved  under  title  I,  IV,  X,  XIV,  or  XVI  (as  the  case  may 
be)  must  provide  that  a  single  State  agency  be  established  or  designated  to 
administer  or  supervise  the  administration  of  such  plan  (or,  in  the  case  of  title 
XVI,  to  administer  or  supervise  the  administration  of  the  portion  of  the  plan 
not  relating  to  blind  individuals),  and  may  instead  approved  another  admin- 
istrative structure  or  arrangement  if  he  determines  that  the  objectives  of  such 
title  will  not  be  endangered  by  the  use  of  such  other  structure  or  arrangement." 

(b)  Sections  2(a)  (3),  402(a)  (3),  1002(a)  (3),1402(a)  (3),  and  1602(a)  (3)  of 
such  Act  are  each  amended  by  striking  out  "either  provide"  and  inserting  in 
lieu  thereof  "subject  to  section  707,  either  provide". 

Sec.  3.  (a)  Section  4  of  the  Social  Security  Act  is  amended  to  read  as  follows : 

"operation  op  state  plans 

"Sec.  4.  If  the  Secretary,  after  reasonable  notice  and  opportunity  for  hearing 
to  the  State  agency  (or  agencies)  administering  or  supervising  the  administra- 
tion of  the  Sta  te  plan  approved  under  this  title,  finds — 

"(1)  that  the  plan  has  been  so  changed  that  it  no  longer  complies  with 
the  provisions  of  section  2,  or 

"(2)  that  in  the  administration  of  such  plan  there  is  a  failure  to  comply 
substantially  with  any  such  provision, 
the  Secretary  shall  notify  such  State  agency  (or  agencies)  that  further  pay- 
ments will  not  be  made  to  the  State  (or,  in  his  discretion,  that  payments  will 
be  limited  to  parts  of  the  State  plan  not  affected  by  such  failure)  until  the 
Secretary  is  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply. 
Until  he  is  so  satisfied  he  shall  make  no  further  payments  to  such  State  (or  shaU 
limit  payments  to  parts  of  the  State  plan  not  affected  by  such  failure)." 
(b )  Section  404 ( a )  of  such  Act  is  amended  to  read  as  follows  : 
"(a)  If  the  Secretary,  after  reasonable  notice  and  opportunity  for  hearing 
to  the  State  agency  (or  agencies)  administering  or  supervising  the  administra- 
tion of  the  State  plan  approved  under  this  title,  finds — 

"(1)  that  the  plan  has  been  so  changed  that  it  no  longer  complies  with 
the  provisions  of  section  402 ;  or 

"(2)  that  in  the  administration  of  such  plan  there  is  a  failure  to  comply 
substantially  with  any  such  provision. 
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the  Secretary  shall  notify  such  State  agency  (or  agencies)  that  further  pay- 
ments will  not  be  made  to  the  State  (or,  in  his  discretion,  that  payments  will  be 
limited  to  parts  of  the  State  plan  not  affected  by  such  failure)  until  the  Secre- 
tary is  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply.  Until 
he  is  so  satisfied  he  shall  make  no  further  payments  to  such  State  (or  shall  limit 
payments  to  parts  of  the  State  plan  not  affected  by  such  failure) ." 

(c)  Section  1004  of  such  Act  is  amended  to  read  as  follows  : 

''OPERATION   OF  STATE  PLANS 

"Sec.  1002.  If  the  Secretary,  after  reasonable  notice  and  opportunity  for 
hearing  to  the  State  agency  (or  agencies)  administering  or  supervising  the 
administration  of  the  State  plan  approved  under  this  title,  finds — 

"(1)  that  the  plan  has  been  so  changed  that  it  no  longer  complies  with 
the  provisions  of  section  1002  ;  or 

"(2)  that  in  the  administration  of  such  plan  there  is  a  failure  to  comply 
substantially  with  any  such  provision, 
the  Secretary  shall  notify  such  State  agency  (or  agencies)  that  further  pay- 
ments will  not  be  made  to  the  State  (or,  in  his  discretion,  that  payments  will 
be  limited  to  parts  of  the  State  plan  not  affected  by  such  failure)  until  the 
Secretary  is  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply. 
Until  he  is  so  satisfied  he  shall  make  no  further  payments  to  such  State  (or 
shall  limit  payments  ro  parts  of  the  State  plan  not  affected  by  such  failure)." 

( d )  Section  1404  of  such  Act  is  amended  to  read  as  follows  : 

"Opeeation  of  State  Plans 

"Sec.  1404.  If  the  Secretary,  after  reasonable  notice  and  opportunity  for 
hearing  to  the  State  agency  (or  agencies)  administering  or  supervising  the 
administration  of  the  State  plan  approved  under  this  title,  finds — 

"(1)  that  the  plan  has  been  so  changed  that  it  no  longer  complies  with 
the  provisions  of  section  1402  ;  or 

"(2)  that  in  the  administration  of  such  plan  there  is  a  failure  to  comply 
substantially  w^ith  any  such  provision, 
the  Secretary  shall  notify  such  State  agency  (or  agencies)  that  further  pay- 
ments will  not  be  made  to  the  State  (or,  in  his  discretion,  that  payments  wiU 
be  limited  to  parts  of  the  State  plan  not  affected  by  such  failure)  until  the  Secre- 
tary is  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply.  Until 
he  is  so  satisfied  he  shall  make  no  further  payments  to  such  State  (or  shall 
limit  payments  to  parts  of  the  State  plan  not  affected  by  such  failure)." 

(e)  Section  1604  of  such  Act  is  amended  by  inserting  "(or  agencies)"  after 
"State  agency"  each  place  it  appears. 

Sec.  4.  (a)  Subsections  (a),  (b),  and  (c)  of  section  1114  of  the  Social  Se- 
curity Act  are  amended  to  read  as  follows  : 

"(a)  In  administering  titles  I,  lY,  X,  XIV,  and  XVI  of  this  Act,  the  Secre- 
tary shall  consult  with  a  Public  Assistance  Advisory  Council  consisting  of  the 
Secretary  (or  his  designated  represenative) ,  who  shall  serve  as  Chairman  ex 
oflBcio,  and  eight  members  appointed  by  the  Secretary.  It  shall  be  the  purpose 
of  the  Council  to  advise  the  Secretary  in  the  performance  of  the  functions  and 
duties  vested  in  him  in  connection  with  the  public  assistance  programs  under 
such  titles,  and  particularly  to  assist  the  Secretary  in  ascertaining  the  impact, 
on  State  and  local  government  administration  of  such  programs,  of  the  pro- 
visions of  (1)  any  regulations  which  the  Secretary  proposes  to  issue  regard- 
ing such  administration  and  (2)  any  new  legislation  which  the  Secretary 
proposes  to  recommend  with  respect  thereto.  The  Council  may  make  such  reconi- 
[  mendations  to  the  Secretary  as  it  deems  appropriate. 

"(b)  The  Council  shall  be  initially  appointed  by  the  Secretary  not  later  than 
July  1,  1966.  The  members  shall  be  appointed  without  regard  to  the  civil  service 
laws.  Four  of  the  eight  appointed  members  shall  be  representatives  of  State 
agencies  concerned  with  the  administration  of  the  public  assistance  programs 
(and  at  least  one  of  them  shall  represent  a  State  agency  which  is  concerned 
with  a  State-supervised,  locally-administered  public  assistance  program)  :  two 
of  the  members  shall  represent  county  or  municipal  agencies  concerned  with  the 
administration  of  the  public  assistance  programs ;  and  the  other  two  members 
shall  be  persons  with  special  knowledge,  experience,  or  qualifiications  with  re- 
spect to  such  programs.  Each  appointed  member  shall  hold  oflice  for  a  term 
of  four  years,  except  that  any  member  appointed  to  fill  a  Vcicancy  occurring 
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prior  to  the  expiration  of  the  term  for  which  his  predecessor  was  appointed  sliall 
be  appointed  for  the  remainder  of  such  term,  and  the  terms  of  office  of  the  mem- 
bers first  talking  office  shall  expire,  as  designated  by  the  Secretary  at  the  time 
of  appointment,  two  at  the  end  of  the  first  year,  two  at  the  end  of  the  second 
year,  two  at  the  end  of  the  third  year,  and  two  at  the  end  of  the  fourth  year 
after  the  date  of  appointment.  An  appointed  member  shall  not  be  eligible  to 
serve  continuously  for  more  than  two  terms  but  shall  be  eligible  for  reappoint- 
ment if  he  has  not  served  immediately  preceding  his  reappointment.  The  Council 
shall  meet  as  frequently  as  the  Secretary  deems  necessary,  but  not  less  than 
once  each  year.  Upon  request  by  three  or  more  members,  it  shall  be  the  duty 
of  the  Secretary  to  call  a  meeting  of  the  Council. 

"(c)  The  Secretary  shall  make  available  to  the  Council  such  secretarial, 
clerical,  and  other  assistance  and  such  pertinent  data  prepared  by  the  Depart- 
ment of  Health,  Education,  and  Welfare  as  the  Council  may  require  to  carry 
out  its  functions." 

(b)  Effective  July  1,  1966,  subsection  (d)  and  (e)  of  section  1114  of  such 
Act  are  repealed  and  subsections  (f),  (g),  and  (h)  are  redesignated  (d),  (e), 
and  (f),  respectively. 

Mr.  Bane.  Section  2  of  H.B.  6241  permits  the  waiver  of  the  "single 
State  agency"  requirement.  This  requirement  is  based  larely  on  a 
historical  situation  that  has  little  relevance  today  and  has  become  a 
matter  of  controversy  in  a  number  of  States.  I  recall  that  during 
my  service  as  the  first  executive  director  of  the  old  Social  Security 
Board  some  States  did  not  then  have  a  welfare  department  or  com- 
parable agency  to  handle  public  assistance  programs. 

For  that  reason,  in  the  initial  years,  the  single  State  agency  require- 
ment served  to  introduce  an  element  of  order  into  State  administra- 
tion of  the  emerging  programs.  It  also  provided  one  agency  as  a 
single  point  of  contact  that  the  Federal  agency  could  deal  with  in 
administering  its  program. 

At  present,  however,  public  assistance  programs  are  well  established 
and  the  States  are  fully  experienced  in  their  administration. 

The  rigid  single  State  agency  requirement  imposes  undue  restric-  i 
tions  on  the  States  in  their  efforts  to  organize  the  executive  branch  of 
State  government  in  the  most  efficient  manner. 

The  Governors'  conference  has  been  particularly  concerned  with 
this  problem  and,  following  a  study  of  the  impact  of  these  restrictions 
on  States,  adopted  a  resolution  at  its  53d  annual  meeting  in  1961, 
which  stated  that — 

*  *  *  the  conference  deplores  the  tendency  of  Federal  agencies  to  dictate  the 
organizational  form  and  structure  through  which  the  States  carry  out  federally 
supported  programs. 

Section  2  of  H.R.  6241,  in  permitting  the  waiving  of  the  single 
State  agency  requirement,  upon  the  request  of  the  Governor  or  other 
appropriate  executive  or  legislative  authority  in  a  State,  fully  pro- 
tects national  objectives  by  providing  that  the  Secretary  can  waive 
the  requirement  if  he  finds  that  it  will  not  adversely  affect  his  own 
program. 

Another  element  of  inflexibility  in  the  administration  of  the  Federal 
public  assistance  program  is  the  lack  of  authority  for  the  Secretary 
to  find  parts  of  a  proposed  State  plan  not  in  conformity  with  the  re- 
quirements of  the  act.  At  present,  even  if  a  separable  part  of  a  plan 
is  all  that  is  in  question,  the  whole  plan  must  be  found  out  of 
conformity. 

Title  XVI  of  the  Social  Security  Act  adopted  in  1962  provides  for 
the  development  of  a  combined  plan  of  aid  to  the  aged,  blind,  or  dis- 
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abled.  It  specifically  authorizes  the  the  Secretary  to  find  only  part 
of  a  plan  out  of  conformity,  if  that  is  the  case. 

Section  3  of  H.E.  6241  gives  the  Secretary  similar  discreation  under 
the  other  public  assistance  titles  to  withhold  payments  only  for  those 
parts  of  a  State  plan  not  in  conformity.  In  addition  to  providing 
flexibility,  such  a  provision  would  also  simplify  the  judicial  review 
process  by  limiting  the  portion  of  a  plan  which  would  become  involved 
in  litigation. 

Finally,  in  order  to  provide  a  more  effective  mechanism  through 
which  State  and  local  officials  can  have  a  voice  in  the  formulation  of 
Federal  legislative  proposals  and  the  development  of  administrative 
requirements,  our  Commission  has  recommended  that  a  permanent 
Public  Assistance  Advisory  Council  be  established. 

Although  temporary  advisory  groups  have  been  appointed  from 
time  to  time  and  although  State  and  local  officials  are  consulted  by 
the  Secretary,  such  a  Council  would  facilitate  intergovernmental 
cooperation  in  this  important  field. 

S.  1891,  now  before  your  committee,  and  section  4  of  H.R.  6241 
make  a  similar  provision  for  such  a  Council. 

It  is  the  Advisory  Commission's  opinion  that,  if  legislation  is  en- 
acted incorporating  these  five  provisions,  a  number  of  sources  of  fric- 
tion between  the  Federal  Government  and  the  States  and  local 
government  will  be  eliminated,  while  cooperative  administration  of 
these  grant-in-aid  programs  will  be  facilitated.  We  therefore  urge 
their  adoption  by  the  committee  and  the  Congress. 

Thank  you  very  much  for  this  opportunity. 

(The  attachments  referred  to  follow :) 

Advisory  Commission  on  Intergovernmental  Relations,  May  19,  1965,  Com- 
ments ON  Sections  221  and  404  of  H.R.  6675 

JUDICIAL  REVIEW  OF  DETERMINATIONS  OF  THE  SECRETARY  OF  HEALTH,  EDUCATION, 
AND  WELFARE  REGARDING  STATE  PLANS  FOR  PUBLIC  ASSISTANCE 

At  present,  States  have  no  appeal  from  decisions  of  tlie  Secretary  of  Health, 
Education,  and  Welfare  declaring  a  State  plan  out  of  conformity  with  the  So- 
cial Security  Act.  The  Advisory  Commission,  in  recommending  provisions  for 
judicial  review,  expressed  the  feeling  that  the  lack  of  such  an  ultimate  recourse 
tends  to  hamper  initiative  on  the  part  of  the  States  and  thus  the  development 
of  new  approaches  in  the  administration  of  public  welfare  programs.  There  is 
ample  precedent  for  judicial  review  in  this  type  of  program  since  there  are 
such  provisions  in  at  least  12  other  present  grant-in-aid  programs  administered 
by  the  Secretary  of  Health,  Education,  and  Welfare,  as  summarized  in  the 
attachment  hereto.  In  several  instances,  the  provisions  were  included  in 
legislation  recommended  by  the  administration,  as  indicated  in  the  attachment. 

PUBLIC  ASSISTANCE  ELIGIBILITY  OF  MENTAL  AND  TUBERCULAR  PATIENTS 

Under  the  present  provisions  of  the  public  assistance  title  of  the  Social  Se- 
curity Act,  Federal  matching  funds  are  not  available  for  patients  in  general 
medical  institutions  as  a  result  of  a  diagnosis  of  psychosis  or  tuberculosis  or 
those  in  specialized  mental  or  tuberculosis  institutions,  except  that  Federal 
matching  is  available  for  up  to  42  days  for  the  care  of  such  patients  in  general 
medical  institutions.  In  making  its  recommendation  for  the  removal  of  such 
restrictions,  the  Commission  felt  that,  particularly  in  the  light  of  current  medi- 
cal practice.  Federal  matching  should  be  available  for  needy  mental  and  tuber- 
cular patients  as  it  is  to  other  public  assistance  recipients.  Furthermore,  there 
is  increasing  emphasis  on  the  treatment  of  mental  patients  to  the  extent  pos- 
sible in  general  medical  institutions  near  their  homes.  This  approach  to 
treatment  may  include  the  transfer  of  patients  in  mental  institutions  to  general 
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medical  institutions  when  the  condition  of  the  patient  permits.  The  present 
prohibitions  in  the  act  discourage  such  treatment.  In  fact,  the  42-day  limi- 
tation may  result  in  the  transfer  of  patients  from  general  medical  institutions 
to  mental  institutions,  even  though  the  patient's  condition  does  no  necessitate 
such  a  transfer. 

PROVISIONS    OF    FEDERAL    GRANT-IN-AID    PROGRAMS    HAVING    JUDICIAL    REVIEW  OF 

ADMINISTRATIVE  RULINGS 

Program :  Grants  to  States  for  practical  nurse  training. 
Citation  and  language :  20  U.S.C.  15cc(d) . 

(d)  (1)  If  any  State  is  dissatisfied  with  the  Commissioner's  action  un- 
der subsection  (c)  of  this  section,  such  State  may  appeal  to  the  United 
States  court  of  appeals  for  the  circuit  in  which  the  State  is  located.  The 
summons  and  notice  of  appeal  may  be  served  at  any  place  in  the  United 
States. 

(2)  The  findings  of  fact  by  the  Commissioner,  unless  substantially  con- 
trary to  the  weight  of  the  evidence,  shall  be  conclusive ;  but  the  court,  for 
good  cause  shown,  may  remand  the  case  to  the  Commissioner  to  take  fur- 
ther evidence,  and  the  Commissioner  may  thereupon  make  new^  or  modified 
findings  of  fact  and  may  modify  his  previous  action.  Such  new  or  modified 
findings  of  fact  shall  likewise  be  conclusive  unless  substantially  contrary 
to  the  weight  of  the  evidence. 

(3)  The  court  shall  have  jurisdiction  to  affirm  the  action  of  the  Com- 
missioner or  to  set  it  aside,  in  whole  or  in  part.  The  judgment  of  the  court 
shall  be  subject  to  review  by  the  Supreme  Court  of  the  United  States  upon 
certiorari  or  certification  as  provided  in  section  1254  of  title  28  *  *  *. 

Litigation:  None. 

Program:  Area  vocational  education. 

Citation  and  language :  20  U.S.C.  15eee(d) . 

Language  same  as  practical  nurse  training  program  above. 

Litigation:  None. 

Program :  Vocational  education  (administration  recommendation) . 
Citation  and  language :  Public  Law  88-210,  section  5(d). 

(d)  A  State  board  which  is  dissatisfied  with  a  final  action  of  the  Com- 
missioner under  subsection  (b)  or  (c)  may  appeal  to  the  United  States 
court  of  appeals  for  the  circuit  in  which  the  State  is  located,  by  filing  a 
petition  with  such  court  within  sixty  days  after  such  final  action.  A 
copy  of  the  petition  shall  be  forthwith  transmitted  by  the  clerk  of  the 
court  to  the  Commissioner,  or  any  officer  designated  by  him  for  that  pur- 
pose. The  Commissioner  thereupon  shall  file  in  the  court  the  record  of 
the  proceedings  on  which  he  based  his  action,  as  provided  in  section  2112 
of  title  28,  United  States  Code.  Upon  the  filing  of  such  i>etition,  the  court 
shall  have  jurisdiction  to  affirm  the  action  of  the  Commissioner  or  to  set 
it  aside,  in  whole  or  in  part,  temporarily  or  permanently,  but  until  the 
filing  of  the  record  the  Commissioner  may  modify  or  set  aside  his  action. 
The  findings  of  the  Commissioner  as  to  the  facts,  if  supported  by  substan- 
tial evidence,  shall  be  conclusive,  but  the  court,  for  good  cause  shown,  may 
remand  the  case  to  the  Commissioner  to  take  further  evidence,  and  the 
Commissioner  may  thereupon  make  new  or  modified  findings  of  fact  and 
may  modify  his  previous  action,  and  shall  file  in  the  court  the  record  of  the 
further  proceedings.  Such  new  or  modified  findings  of  fact  shall  like- 
wise be  conclusive  if  supported  by  substantial  evidence.  The  judgment  of 
the  court  affirming  or  setting  aside,  in  whole  or  in  part,  any  action  of  the 
Commissioner  shall  be  final,  subject  to  review  by  the  Supreme  Court  of 
the  United  States  upon  certiorari  or  certification  as  provided  in  section 
1254  of  title  28,  United  States  Code.  The  commencement  of  proceedings 
under  this  subsection  shall  not,  unless  so  specifically  ordered  by  the  court, 
operate  as  a  stay  of  the  Commissioner's  action. 

Litigation:  None. 

Program :  Public  library  services  for  rural  areas. 
Citation  and  language :  20  U.S.C.  356. 
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If  the  Commissioner  finds  after  reasonable  notice  and  opportunity  for 
hearing  to  the  State  agency  administering  or  supervising  the  administra- 
tion of  the  State  plan  approved  under  this  chapter,  that  the  State  plan 
has  been  so  changed  that  it  no  longer  complies  with  the  requirements  of 
this  chapter  or  that  in  the  administration  of  the  plan  there  is  a  failure  to 
comply  substantially  with  the  provisions  required  to  be  included  in  the 
plan,  he  shall  notify  such  State  agency  that  further  payments  will  not  be 
made  to  the  State  under  this  chapter  until  he  is  satisfied  tliat  there  is 
no  longer  any  such  failure  to  comply.  Until  he  is  so  satisfied,  he  shall 
make  no  further  certification  to  the  Secretary  of  the  Treasury  with  respect 
to  such  State:  Provided,  That  any  State  or  State  agency  is  entitled  to 
judicial  review  in  the  United  States  district  court  wherein  the  State  or 
State  agency  is  located  of  any  such  withholding  detennination  in  ac- 
cordance with  applicable  provisions  of  the  Administrative  Procedures  Act. 
( Jime  19, 1956,  c.  407,  7,  70  Stat.  295.) 

Litigation:  None. 

Program:  Library  services  and  construction  (administration 
recommendation) . 

Citation  and  langTiage :  Public  Law  88-269,  section  8. 

(d)  (1)  The  Commissioner  shall  not  finally  disapprove  any  State  plan 
submitted  under  this  Act,  or  any  modification  thereof,  without  first 
aftording  the  State  submitting  the  plan  reasonable  notice  and  opportunity 
for  a  hearing. 

(2)  If  any  State  is  dissatisfied  with  the  Commissioner's  final  action 
with  respect  to  the  approval  of  its  State  plan  submitted  under  title  I  or 
title  II,  or  with  respect  to  his  final  action  under  section  301,  such  State 
may  appeal  to  the  United  States  court  of  appeals  for  the  circuit  in  which 
the  State  is  located,  by  filing  a  petition  with  such  court  within  sixty  days 
after  such  final  action.  A  copy  of  the  petition  shall  be  forthwith  trans- 
mitted by  the  clerk  of  the  court  to  the  Commissioner  or  any  officer  desig- 
nated by  him  for  that  purpose.  The  Commissioner  thereupon  shall  file 
in  the  court  for  the  record  of  the  proceedings  on  which  he  based  his  action, 
as  provided  in  section  2112  of  title  28,  United  States  Code.  . 

(3)  Upon  the  filing  of  the  petition  referred  to  in  paragraph  (1)  of 
this  subsection,  the  court  shall  have  jurisdiction  to  affirm  the  action  of 
the  Commissioner  or  to  set  it  aside,  in  whole  or  in  part,  temporarily  or 
permanently,  but  until  the  filing  of  the  record  the  Commissioner  may 
modify  or  set  aside  his  order.  The  findings  of  the  Commissioner  as  to 
the  facts,  if  supported  by  substantial  evidence,  shall  be  conclusive,  but  the 
court,  for  good  cause  shown,  may  remand  the  case  to  the  Commissioner  to 
take  further  evidence,  and  the  Commissioner  may  thereupon  make  new 
or  modified  findings  of  fact  and  may  modify  his  previous  action,  and  shall 
file  in  the  court  the  record  of  the  further  proceedings.  Such  new  or 
modified  findings  of  fact  shall  likewise  be  conclusive  if  supported  by 
substantial  evidence. 

(4)  The  judgment  of  the  court  affirming  or  setting  aside,  in  whole  or 
in  part,  any  action  of  the  Commissioner  shall  be  final,  subject  to  review 
by  the  Supreme  Court  of  the  United  States  upon  certiorari  or  certification 
as  provided  in  section  1254  of  title  28,  United  States  Code.  The  com- 
mencement of  proceedings  under  this  subsection  shall  not,  unless  so 
specifically  ordered  by  the  court,  operate  as  a  stay  of  the  Commissioner's 
action. 

Litigation:  None. 

Program :  National  defense  education. 
Citation  and  language:  20  U.S. C.  585. 

(a)  If  any  State  is  dissatisfied  with  the  Commissioner's  final  action 
with  respect  to  the  approval  of  its  State  plan  submitted  under  this  Act, 
or  with  respect  to  his  final  action  under  section  584(c)  of  this  title,  such 
State  may,  within  sixty  days  after  notice  of  such  action,  file  in  the  United 
States  district  court  for  the  district  in  which  the  capital  of  the  State  is 
located,  a  petition  to  review  such  action.  The  petition  for  review  shall 
(1)  contain  a  concise  statement  of  the  facts  upon  which  the  appeal  is 
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based,  and  (2)  designate  that  part  of  the  Commissioner's  decision  sought 
to  be  reviewed. 

(b)  Notification  of  the  filing  of  the  petition  for  review  shall  be  given 
by  the  clerk  of  the  court  by  mailing  a  copy  of  the  petition  to  the  Commissioner. 

(c)  No  costs  or  docket  fees  shall  be  charged  or  imposed  with  respect  to 
any  judicial  review  proceedings,  or  appeal  therefrom,  taken  under  this  Act. 

(d)  Upon  receipt  of  the  petition  for  review  the  Commissioner  shall, 
within  twenty  days  thereafter,  certify  and  file  in  the  court  the  record  on 
review,  consisting  of  the  complete  transcript  of  the  proceedings  before  the 
Commissioner.  No  party  to  such  review  shall  be  required,  by  rule  of  court 
or  otherwise,  to  print  the  contents  of  such  record  filed  in  the  court. 

(e)  The  court  after  review  may  dismiss  the  petition  or  deny  the  relief 
prayed  for,  or  may  suspend,  modify,  or  set  aside,  in  whole  or  in  part,  the 
action  of  the  Commissioner,  or  may  compel  action  unlawfully  withheld. 
The  judgment  of  the  court  shall  be  subject  to  review  as  provided  in  sec- 
tions 1291  and  1254  of  title  28.  (Public  Law  85-864,  title  X,  1005,  Sept.  2, 
1958,  72  Stat.  1604.) 

Litigation:  None. 

Program:  School  construction  in  areas  affected  by  Federal 
activities. 

Citation  and  language :  20  U.S.C.  641. 

(a)  Whenever  the  Commissioner  of  Education,  after  reasonable  notice 
and  opportunity  for  hearing  to  a  local  educational  agency,  finds  (1)  that 
there  is  a  substantial  failure  to  comply  with  the  drawings  and  specifica- 
tions for  the  project,  (2)  that  any  funds  paid  to  a  local  educational  agency 
under  this  chapter  have  been  diverted  from  the  purposes  for  which  paid, 
or  (3)  that  any  assurance  given  in  an  application  is  not  being  or  cannot 
be  carried  out,  the  Commissioner  may  forthwith  notify  such  agency  that 
no  further  payment  will  be  made  under  this  chapter  with  respect  to  such 
agency  until  there  is  no  longer  any  failure  to  comply  or  the  diversion  or 
default  has  been  corrected  or,  if  compliance  or  correction  is  impossible, 
until  such  agency  repays  or  arranges  for  the  repayment  of  Federal  moneys 
which  have  been  diverted  or  improperly  expended. 

(b)  The  final  refusal  of  the  Commissioner  to  approve  part  or  all  of 
any  application  under  this  chapter,  and  the  Commissioner's  final  action 
under  subsection  (a)  of  this  section,  shall  be  subject  to  judicial  review 
on  the  record,  in  the  United  States  court  of  appeals  for  the  circuit  in 
which  the  local  educational  agency  is  located,  in  accordance  with  the  pro- 
visions of  the  Administrative  Procedure  Act.  (Sept.  23,  1950,  c.  995,  11, 
as  added  Aug.  12,  1958,  Public  Law  85-620,  title  I,  101,  72  Stat.  554.) 

Litigation:  One  case,  School  City  of  Gary  v.  Derthich  (C.A.  7, 
1959), 273  F.  2d  319. 

Program:  Vocational  rehabilitation  service  for  persons  injured  in  industry 
programs. 

Citation  and  Language:  29  U.S.C.  35(d). 

(d)  If  any  State  is  dissatisfied  with  the  Secretary's  action  under  sub- 
section (c)  of  this  section,  such  State  may  appeal  to  the  United  States 
district  court  for  the  district  where  the  capital  of  such  State  is  located 
and  judicial  review  of  such  action  shall  be  on  the  record  in  accordance 
with  the  provisions  of  the  Administrative  Procedure  Act. 

Litigation :  None. 

Program :  Construction  of  hospitals  and  other  facilities. 

Citation  and  language:  42  U.S.C.  291j(b). 

(d)  If  any  State  is  dissatisfied  with  the  Secretary's  action  under  sub- 
der  section  291h  or  291v  of  this  title,  the  State  agency  through  which  the 
application  was  submitted,  or  if  any  State  is  dissatisfied  with  the  Surgeon 
General's  action  under  subsection  (a)  of  this  section,  such  State  may  appeal 
to  the  United  States  court  of  appeals  for  the  circuit  in  which  such  State  is 
located.  The  summons  and  notice  of  appeal  may  be  served  at  any  place  in 
the  United  States.  The  Surgeon  General  shall  forthwith  certifv  and  file  in 
the  court  the  transcript  of  the  proceedings  and  the  record  on  which  he  based 
his  action. 
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(2)  The  findings  of  fact  by  the  Surgeon  General,  unless  substantially 
contrary  to  the  weight  of  the  evidence,  shall  be  conclusive ;  but  the  court,  for 
good  cause  sho\\Ti,  may  remand  the  case  to  the  Surgeon  General  to  take 
further  evidence,  and  the  Surgeon  General  may  thereupon  make  new  or 
modified  findings  of  fact  and  may  modify  his  previous  action,  and  shall 
certify  to  the  court  the  transcript  and  record  of  the  further  proceedings. 
Such  new  or  modified  findings  of  fact  shall  likewise  be  conclusive  unless  sub- 
stantially contrary  to  the  weight  of  the  evidence. 

(3)  The  court  shall  have  jurisdiction  to  afiirm  the  action  of  the  Surgeon 
General  or  to  set  it  aside,  in  whole  or  in  part.  The  judgment  of  the  court 
shall  be  subject  to  review  by  the  Supreme  Court  of  the  United  States  upon 
certiorari  or  certification  as  provided  in  sections  346  and  347  of  title  28. 

Litigation :  None. 

Program  :  Higher  education  facilities. 

Citation  and  language :  Public  Law  88-204,  section  111. 

Sec.  111.  (a)  If  any  State  is  dissatisfied  with  the  Commissioner's  final 
action  with  respect  to  the  approval  of  its  State  plan  submitted  under  section 
105(a)  or  with  his  final  action  under  section  110(b),  such  State  may  appeal 
to  the  United  States  court  of  appeals  for  the  circuit  in  which  such  State  is 
located.  The  summons  and  notice  of  appeal  may  be  seiwed  at  any  place 
in  the  United  States.  The  Commissioner  shall  forthwith  certify  and  file  in 
the  court  the  transcript  of  the  proceedings  and  the  record  on  which  he  based 
his  action. 

(b)  The  findings  of  fact  by  the  Commissioner,  if  supported  by  substantial 
evidence,  shall  be  conclusive ;  but  the  court,  for  good  cause  shown,  may  re- 
mand the  case  to  the  Commissioner  to  take  further  evidence,  and  the  Com- 
missioner may  thereupon  make  new  or  modified  findings  of  fact  and  may 
modify  his  previous  action,  and  shall  certify  to  the  court  the  transcript  and 
record  of  the  further  proceedings.  Such  new  or  modified  findings  of  fact 
shall  likewise  be  conclusive  if  supported  by  substantial  evidence. 

(c)  The  court  shall  have  jurisdiction  to  afiirm  the  action  of  the  Com- 
missioner or  to  set  it  aside,  in  whole  or  in  part.  The  judgment  of  the  court 
shall  be  subject  to  review  by  the  Supreme  Court  of  the  United  States  upon 
certiorari  or  certification  as  provided  in  title  28,  United  States  Code,  section 
1254. 

Litigation :  None. 

Program :  Mental  retardation  facilities  and  community  mental  health  centers 
construction  (administration  recommendation). 

Citation  and  language :  Public  Law  88-1  (>4,  section  404. 

Sec.  404.  If  the  Secretary  refuses  to  approve  any  application  for  a  proj- 
ect submitted  under  section  185  or  205,  the  State  agency  through  which  such 
application  was  submitted,  or  if  any  State  is  dissatisfied  with  his  action  un- 
der section  184(b)  or  204(b)  or  section  186  or  206,  such  State,  may  appeal 
to  the  United  States  court  of  appeals  for  the  circuit  in  which  such  State  is 
located,  by  filing  a  petition  with  such  court  within  sixty  days  after  such 
action.  A  copy  of  the  petition  shall  be  forthwith  transmitted  by  the  clerk 
of  the  court  to  the  Secretary,  or  any  officer  designated  by  him  for  that  pur- 
pose. The  Secretary  thereupon  shall  file  in  the  court  the  record  of  the  pro- 
ceedings on  which  he  based  his  action,  as  provided  in  section  2112  of  title 
28,  United  States  Code.  Upon  the  filing  of  such  petition,  the  court  shall 
have  jurisdiction  to  affirm  the  action  of  the  Secretary  or  to  set  it  aside,  in 
whole  or  in  part,  temporarily  or  permanently,  but  until  the  filing  of  the 
record,  the  Secretary  may  modify  or  set  aside  his  order.  The  findings  of 
the  Secretary  as  to  the  facts,  if  supported  by  substantial  evidence,  shall  be 
conclusive,  but  the  court,  for  good  cause  shown,  may  remand  the  case  to  the 
Secretary  to  take  further  evidence,  and  the  Secretary  may  thereupon  make 
new  or  modified  findings  of  fact  and  may  modify  his  previous  action,  and 
shall  file  in  the  court  the  record  of  the  further  proceedings.  Such  new  or 
modified  findings  of  fact  shall  likewise  be  conclusive  if  supported  by  sub- 
stantial evidence.  The  judgment  of  the  court  affirming  or  setting  aside, 
in  whole  or  in  part,  any  action  of  the  Secretary  shall  be  final,  subject  to 
review  by  the  Supreme  Court  of  the  United  States  upon  certiorari  or  certi- 
fication as  provided  in  section  12-54  of  title  28,  United  States  Code.  The 
commencement  of  proceedings  under  this  section  shall  not,  unless  so  specifi- 
cally ordered  by  the  court,  operate  as  a  stay  of  the  Secretary's  action. 

Litigation :  None. 
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Program:    Financial   assistance   to   elementary   and   secondary  education 
(administration  recommendation). 
Citation  and  language  :  Public  Law  89-10,  section  207. 

( (a)  If  any  State  is  dissatisfied  with  the  Commissioner's  final  action  with 
respect  to  the  approval  of  its  State  plan  submitted  under  section  203(a)  or 
with  his  final  action  under  section  206(b),  such  State  may,  within  sixty 
days  after  notice  of  such  action,  file  with  the  United  States  court  of  appeals  < 
for  the  circuit  in  which  such  State  is  located  a  petition  for  review  of  that  | 
action.  A  copy  of  the  petition  shall  be  forthwith  transmitted  by  the  clerk  of 
the  court  to  the  Commissioner.  The  Commissioner  thereupon  shall  file  in 
the  court  the  record  of  the  proceedings  on  which  he  based  his  action,  as 
provided  in  section  2112  of  title  28,  United  States  Code. 

(b)  The  findings  of  fact  by  the  Commissioner,  if  supported  by  substantial 
evidence,  shall  be  conclusive;  but  the  court,  for  good  cause  shown,  may 
remand  the  case  to  the  Commissioner  to  take  further  evidence,  and  the 
Commissioner  may  thereupon  make  new  or  modified  findings  of  fact  and 
may  modify  his  previous  action,  and  shall  certify  to  the  court  the  record  of 
the  further  proceedings.  Such  new  or  modified  findings  of  fact  shall  like- 
wise be  conclusive  if  supported  by  substantial  evidence. 

(c)  The  court  shall  have  jurisdiction  to  aflirm  the  action  of  the  Com- 
missioner or  to  set  it  aside,  in  whole  or  in  part.    The  judgment  of  the  court 
shall  be  subject  to  review  by  the  Supreme  Court  of  the  United  States  upon 
certiorari  or  certification  as  provided  in  section  1254  of  title  28,  United  ; 
States  Code. 

Senator  McCarthy.  Thank  you  very  much,  Mr.  Bane.    I  appre-  i 
ciate  your  coming  to  testify.  I 
I  have  no  questions,  Mr.  Bane. 

Dr.  William  Camp,  of  the  National  Association  of  State  Mental 
Health  Program  Directors.  | 

STATEMENT  OF  DK.  WILLIAM  CAMP,  COMMISSIONEE  OF  MENTAL  i 

HEALTH,  PEMiSYLVANIA  DEPAHTMENT  OF  PUBLIC  WELFARE,  j 

EEPEESENTING  THE  NATIONAL  ASSOCIATION  OF  STATE  MENTAL  ^ 

HEALTH  PEOaEAM  BIEECTOES  | 

Dr.  Camp.  Mr.  Chairman,  I  appear  before  your  committee  this 
morning  on  behalf  of  my  colleagues,  the  directors  of  progTams  for  the 
mentally  ill  in  the  50  States  and  the  territories,  to  present  facts  which 
we  hope  will  persuade  your  committee  to  eliminate  a  discriminatory 
provision  in  H.R.  6675,  as  passed  by  the  House  of  Hepresentatives. 

However,  before  I  discuss  the  one  provision  we  consider  to  be  dis- 
criminatory against  the  mentally  ill  aged,  I  wish  to  acknowledge  the 
many  provisions  in  the  bill  that  are  beneficial  to  the  mentally  ill  and 
retarded. 

For  the  mentally  ill  and  retarded  this  is  a  landmark  bill,  in  spite  of 
its  severe  discrimination  in  title  I. 

We  were  especially  gratified  to  see  the  House  adopt  and  incorporate  | 
in  H.R.  6675  what  we  in  the  States  have  been  calling  for  several  years  t 
the  "Long-Carlson  amendment."    This  provision  (pt.  3  of  title  II) 
removes  the  longtime  exclusion  of  public  mental  hospitals  as  recipients 
of  Federal  old-age-assistance  benefits  for  treatment  of  the  aged. 

For  years  we  have  supported  the  often  lonely  fight  made  on  this 
issue  by  two  of  your  most  distinguished  committee  members,  who  over 
many  years  and  in  many  instances,  back  home  in  their  States,  and 
here  in  Washington,  have  proven  to  be  genuine  friends  of  sufferers 
from  mental  illness — Senator  Russell  Long,  of  Louisiana,  and  Senator 
Frank  Carlson,  of  Kansas. 
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"We  also  note  with  gratification  the  extension  of  grants  for  imple- 
mentation of  mental  retardation  plannmg.  In  most  States  this,  too, 
IS  a  program  administered  by  our  members. 

Another  outstanding  feature  of  H.R.  6675  is  part  I  of  title  II 
which  provides  $325  million  in  neiY  grant  money  for  various  child-care 
programs,  includuig  mentally  retarded  children. 

In  all,  this  is  truly  an  outstanding  piece  of  proposed  legislation  as 
far  as  the  mentally  ill  and  retarded  are  concerned. 

We  do,  however,  come  before  you  with  one  grave  reservation,  which 
we  hope  in  the  wisdom  of  this  committee  will  be  corrected. 

I  speak  of  the  cliscrimmatory  language  on  page  24  of  the  bill,  which 
prohibits  benefits  to  aged  persons  treated  in  a  mental  hospital. 

Chairman,  my  initial  statement  Avill  be  brief  and  I  hope  you 
will  put  questions  to  me,  reflecting  whatever  doubts  exist  in  the  minds 
of  the  committee  members,  so  that  I  may  have  an  opportunity  to  dispel 
in  open  discussion  whatever  unspoken  or  unwritten  suspicion  exist 
concerning  treatment  of  the  mentally  ill  aged  m  mental  hospitals. 

I  sa}'  ''unspoken  or  unwritten"'  because,  while  payment  for  care  of 
the  mentally  ill  aged  in  a  mental  hospital  is  specifically  forbidden 
under  part  A  of  the  **Health  Insurance''  section  ("Hospital  Insurance 
Benefits  for  the  Aged*')  we  can  thus  far  find  no  statement,  no  facts, 
no  argument  by  either  branch  of  Congress  in  justification  of  such 
discr iminat ory  a ction . 

We  find  /only  that,  m  lieu  of  coverage  m  the  logical  place  in  the 
bill — that  is  part  A — "Hospital  Insurance  Benefits'' — limited  benefits 
are  allowed  for  treatment  of  a  mentally  ill  aged  person  in  a  mental 
hospital  in  another  paix  of  the  bill.  We  find  that  mental  hospital 
benefits  are  available  only  if  an  aged  person  has  sig-ned  up  for  the 
"Yoluntar)^  Supplementary  Plan"  (pt.  B) . 

Thus,  under  part  B,  for  $3  a  month  out  of  his  pocket  the  aged 
person  gets  a  lunited  amount  of  mental  hospital  protection.  Whereas, 
at  no  cost,  he  gets  extensive  hospital  coverage  tmder  part  A  for  any 
organic  illness ;  that  is,  any  illness  that  is  not  mental. 

The  House  of  Representatives,  neither  m  its  committee  report  nor 
m  floor  debate,  saw  fit  to  explam  the  reason  for  these  severely  re- 
stricted benefits  and  discriminatory  action  against  the  mentally  ill 
aged. 

Unlike  your  action.  Mr.  Chairman,  when  the  directors  of  State 
mental  health  programs  petitioned  the  House  committee  for  an  oppor- 
tunity to  appear  and  present  the  facts  on  mental  hospital  treatment 
of  the  aged,  that  request  was  denied. 

Thus  we  come  before  you  today  with  our  first  opportunity  to  raise 
the  question  of  discrimination  against  the  mentally  ill  in  H.R.  6675, 
but  without  knowing  the  congressional  basis  for  this  discrimmation. 

We  can  only  ask,  in  view  of  the  foregomg,  that  the  discrimination 
be  removed. 

It  is  our  recommendation  that  your  committee  delete  from  H.R. 
6675  the  language  beginning  on  line  24  of  page  66 — "Notwithstanding 
the  precedmg"  *  ^'     and  so  forth,  and  ending  on  line  8  of  page  67. 

The  foregoing  language  is  a  sentence  that  discriminates  against  the 
mentally  ill  by  excluding  from  the  definition  of  "Hospital"  (sec. 
1861(e)),  "any  mstitntion  which  is  primarily  for  the  care  and  treat- 
ment of  mental  diseases 
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Mr.  Chairman,  let's  review  several  sets  of  facts  in  connection  with 
treatment  of  the  mentally  ill  aged  in  public  mental  hospitals. 

1.  The  278  State  mental  hospitals,  supervised  by  the  members  of 
our  association,  treat  more  mentally  ill  aged  than  any  other  hospital 
system  in  the  country — perhaps  the  world. 

2.  It  is  not  true — despite  long-held  notions — that  the  mentally  ill 
aged  cannot  be  quickly  (within  30  to  60  days)  restored  to  family  and 
community.    Tliey  can. 

3.  It  is  not  true  that  in  our  State  mental  hospitals  today  a  newly 
admitted  aged  person  is  most  likely  to  spend  the  rest  of  his  life  in  that 
hospital. 

4.  It  is  a  fact  that  when  the  dollars  and  personnel  are  available  and 
the  aged  mentally  ill  are  submitted  to  intensive  treatment  they  respond 
in  almost  the  same  proportions  as  persons  of  other  ages. 

5.  It  is  also  a  fact  that  in  many  of  our  State  hospitals  we  are  caring 
for  aged  who  do  not  belong  there. 

Many  of  the  aged  cared  for  in  State  hospitals  are  not,  strictly 
speaking,  "mentally  ill."  Frequently  they  are  persons  who  need  med- 
ical attention — but  not  necessarily  in  a  mental  hospital.  These  per- 
sons can  be  treated  or  cared  for  in  specialized  geriatric  facilities.  We 
are  not  proposing  that  benefits  be  available  under  part  A  ("Hospital 
Insurance  Benefits")  for  treatment  of  persons  who  do  not  belong  in 
public  mental  hospitals. 

ISTow,  having  established  certain  premises  (on  which  I  would  be 
most  happy  to  have  you  interrogate  me)  let  me  take  a  moment  to 
discuss  with  you  just  two  or  three  typical  programs  in  the  States  for 
care  of  the  mentally  ill  aged. 

In  Baton  Eouge,  La.,  the  Baton  Eouge  Mental  Health  Center,  under 
the  direction  of  Dr.  Bill  Addison,  has  under  active  treatment  an 
average  of  80  to  120  aged  mentally  ill.  Many  of  these  persons  are 
severely  psychotic. 

Few  of  these  persons  ever  become  hospitalized  as  inpatients  (that 
is,  requiring  24:-hour  bed  care) . 

On  an  average  Dr.  Addison  may  have  to  send  five  or  six  of  these 
patients  into  full-time  hospital  care.  The  others  are  treated  within 
60  days  and  live  at  home. 

The  important  point  here  is  that  the  aged  mentally  ill  treated  at  Dr. 
Addison's  center  respond  to  intensive  treatment  in  the  same  proportion 
as  43-year-olds  or  28-year-olds. 

They  do  not  automatically  become  "custodial"  cases  as  so  many 


The  same  kind  of  evidence  can  be  obtained  at  Southeast  Louisiana 
State  Hospital  (at  Mandeville,  La.) ,  where  Dr.  Tom  Fulmer  provides 
intensive  treatment  for  the  aged  mentally  ill  and  gets  them  back  to 
their  homes  in  ISTew  Orleans  as  fast  as  patients  30  years  younger.  The 
concept  that  mentally  ill  persons  should  be  discriminated  against 
because  they  are  "aged"  is  incomprehensible  to  these  two  distinguished 
State  hospital  physicians. 

Here  is  a  verbatun  report  from  the  director  of  the  Department  of 
Mental  Health  for  the  State  of  Oklahoma  describing  a  new  program 
he  has  initiated  for  mentally  ill  aged  in  two  of  his  State  hospitals. 
This  brief  report,  by  Albeit  Glass,  M.D.,  was  prepared  especially  for 
submission  before  your  committee. 
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At  two  of  our  hospitals,  we  have  established— 
this  is  quoting  from  Dr.  Glass — 

intensive  diagnostic  and  treatment  units  for  admissions  who  are  65  years  and 
older. 

These  patients  represent,  by  and  large,  a  mixture  of  the  physical  disease 
aspects  of  growing  old,  and  the  psychological— usually  depressive— aspects  of 
aging,  and  the  socioeconomic  difficulties  involved  in  the  aging  process. 

We  have  found  that  if  a  strong  effort  is  made,  particularly  to  hold  on  to  the 
family  and  accomplish  remedial  work  on  patients  such  as  relief  of  malnutrition, 
anemia,  cardiac  decompensation,  control  of  diabetes,  removal  of  cataracts,  or 
any  other  amelioration  of  disease,  many  of  these  patients  can  be  returned  to 
their  homes  within  a  3-month  period. 

At  times,  if  surgery  is  needed,  the  time  period  may  be  somewhat  longer — 4 
or  5  months. 

A  number  of  the  elderly  patients  have  such  severe  physical  illness;  that  is, 
vascular  disease  of  the  brain,  heart,  etc.,  that  they  require  mainly  physical 
nursing  care.   These  patients  are  referred  to  nursing  homes  in  their  community. 

A  time  difficulty  is  often  involved  in  many  of  these  cases  because  they  or  their 
families  are  unable  to  afford  a  private  nursing  home.  For  this  reason,  such 
cases  are  submitted  to  the  department  of  public  welfare  for  eligibility  under 
old-age  assistance  which  requires  a  good  deal  of  time. 

In  both  of  these  pilot  projects,  if  we  could  have  eliminated  the  time  difficulty 
of  placement  in  nursing  homes,  three-fourths  of  total  admissions  could  be  dis- 
charged from  the  hospital  either  to  their  own  homes  or  to  nursing  homes  within 
the  3-month  period. 

In  a  few  instances,  death  occurred  within  the  first  3  months. 

In  brief— 

and  this  is  Dr.  Glass  of  Oklahoma  speaking — 

it  is  our  firm  belief  that  75  percent  of  geriatric  admissions,  either  because  of 
active  treatment  and/or  nursing  home  placement,  could  leave  the  State  mental 
hospitals  within  a  3-month  period. 

In  a  report  made  only  a  few  days  ago  the  Mental  Health  Commis- 
sioner for  North  Carolina,  Eugene  Hargrove,  M.D.,  focused  on  the 
very  problem  we  are  discussing  here  today — that  is:  discrimination 
against  the  mentally  ill  aged. 

Dr.  Hargrove  says : 

Many  of  the  geriatric  population  do  not  really  belong  In  a  State  psychiatric 
hospital.    They  are  not  mentally  ill.  *  *  * 

He  calls  these  patients  "misplaced  persons." 

Dr.  Hargrove  then  makes  the  point  that  Avith  more  improved  medi- 
cal and  neurological  evaluation  of  m-coming  geriatric  patients  and 
with  more  improved  intensive  care  treatment  and  rehabilitation  pro- 
grams for  the  aged  it  is  possible  to  drastically  reduce  the  length  of 
stay  of  aged  patients  in  mental  hospitals. 

Dr.  Hargrove  cites  the  new  treatment  programs  at  Dorothea  Dix 
State  Hospital  at  Raleigh,  N.C.,  and  how  they  have  speeded  up  the 
return  of  aged  persons  to  their  homes  and  commimities. 

Dr.  George  Ulett,  the  Director  of  the  Division  of  Mental  Disease 
for  the  State  of  Missouri,  reports  that  at  the  Malcolm  Bliss  Mental 
Health  Center,  which  is  a  State  hospital  in  St.  Louis,  the  average  stay 
of  patients  over  65  years  of  age  has  been  44  days. 

These  patients  had  been  provided  intensive  treatment. 

Mr.  Chairman,  each  of  the  50  States  could  tell  you  in  great  detail 
of  its  programs  for  successful  trearmerit  of  the  mentalh'  ill  aged.  Be- 
cause of  my  time  limitations  I  have  cited  only  a  few. 

Eveiy  State  is  making  enormous  progress  in  this  direction — all  the 
more  reason  why  we  should  not  be  discriminated  against  m  H.R.  6676. 
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First  of  all — giant  steps  are  being  made  everywhere  to  shift  from 
State  mental  hospitals  the  geriatric  patients  who  do  not  belong  there, 
but  who  are  now  there  for  a  multitude  of  reasons  that  have  little  to 
do  with  mental  illness. 

For  example :  a  recent  study  by  the  Mental  Health  Department  in 
the  State  of  Georgia  showed  that,  out  of  3,048  aged  State  mental  ho<s- 
pital  patients,  1,220  should  be  in  nursing  homes  or  specialized  geriatric 
hospitals.  They  are  not  mentally  ill. 

The  old  notion  that  a  State  mental  hospital  provides  custodial  care 
for  aged  persons  with  a  variety  of  physical  and  social  problems  is 
passe.    The  States  all  acknowledge  this. 

And  this  notion  should  not  be  perpetuated  by  a  discriminatory  pro- 
vision in  part  1(a)  of  title  I  of  H.R.  6675. 

Second — in  the  State  mental  hospital  programs  great  strides  are 
being  taken  to  provide  intensive  treatment  for  aged  who  are  men  tall  v 
ill. 

And  where  this  is  being  done  the  aged  are  being  returned  to  their 
communities,  their  homes,  their  jobs  with  the  same  speed  as  any  other 
age  group. 

Again,  this  is  a  reason  not  to  discriminate  against  treatment  of  these 
people. 

It  is  our  estimate  that  the  aged  can  be  given  intensive  treatment  in 
the  State  mental  hospital  programs  for  $17  per  day. 

In  the  case  of  an  intensive  day  treatment  program  like  that  run  by 
the  Baton  Rouge  Mental  Health  Center,  where  very  few  of  the  aged 
persons  ever  receive  inpatient  treatment,  the  cost,  would  average  a 
few  dollars  a  day. 

Each  year  there  are  27,000  first  admissions  of  persons  over  65  years 
of  age  to  State  mental  hospitals. 

If  each  one  of  these  new  admissions  were  eligible  for  benefits  under 
H.R.  6675  and  were  treated  and  discharged  after  44  days — ^the  average 
treatment  period  at  the  Malcolm  Bliss  State  facility  in  St.  Louis,  Mo. — 
then  the  cost  would  be  $748  per  patient,  or  $20  million  for  all  the 
mentally  ill  aged  new  admissions  to  State  hospital  in  1  year.  How- 
ever, low  as  that  figure  is^ — ^compared  to  the  estimated  $2  billion  for 
the  "Hospital  insurance"  or  "Basic  plan"  program  in  1967 — the  actual 
cost  of  coverage  will  be  much  lower. 

The  reason  for  this  is :  Under  section  1861  (pp.  67-68)  of  H.R.  6675, 
"Definition  of  Services,"  eligible  patients  can  be  treated  only  in  hos- 
pitals accredited  by  the  Joint  Commission  on  Accreditation  of  Hos- 
pitals. In  the  United  States  there  are  only  85  public  mental  hospitals 
"accredited"  with  a  total  of  215,235  beds. 

The  cost  figure  I  just  cited  was  based  on  the  total  number  of  public 
mental  hospitals  in  the  United  States — 275 — with  about  500,000  beds. 
However,  27  States  do  not  have  any  accredited  public  mental  hospitals, 
and  most  other  States  are  only  partially  accredited  at  this  time. 

Thus,  under  the  most  liberal  estimates,  it  is  unlikely  that  the  ex- 
penditures under  part  1(A)  for  treatment  of  the  aged — mentally  ill 
in  public  mental  hospitals,  would  exceed  $10  million  annually. 

Mr.  Chairman,  this  is  not  an  excessive  figure  when  compared  to  the 
whole  program  you  are  considering. 

Mr.  Chairman,  we  have  presented  here  certain  facts  and  evidence 
which  we  hope  will  be  given  sympathetic  attention  by  your  committee. 
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Perhaps  in  its  wisdom  your  committee  will,  as  a  result,  perceive  that 
H.R.  6675,  as  it  now  stands  discriminates  without  justification  against 
one  group  of  sick  aged — that  is  the  mentally  ill. 

The  mentally  ill  aged  are  being  successfully  treated  and  rapidly  re- 
turned to  their  homes.  And  they  are  so  being  beneficially  treated  in 
public  mental  hospitals. 

The  cost  of  such  treatment  will  not  be  an  excessive  addition  to  the 
hospital  insurance  program. 

For  these  reasons,  we  hope  that  you  will  strike  from  H.R.  6675  the 
unfair  language  contained  in  lines  24  and  25  on  page  66  and  lines  1 
through  8  on  page  67. 

That  concludes  my  statement  for  the  National  Association  of  State 
Mental  Health  Program  Directors. 

Mr.  Chairman,  with  your  permission,  I  would  like  to  introduce  a 
sheet  of  interesting  material  from  the  State  of  Delaware  bearing  on 
this  same  question  into  the  record.  I  will  not  read  this  material,  but 
it  shows  that  the  average  hospital  stay  in  mental  hospitals  as  reflected 
in  Blue  Cross  claims  for  mental  and  nervous  illnesses  in  Delaware  in 
1964  was  41.7  days  for  the  aged  65  to  74,  and  only  36.8  days  for  the 
aged  75  and  up. 

Thank  you,  Mr.  Chairman,  very  much, 

(The  information  referred  to  follows :) 


Delaware  Blue  Gross  mental/nervous  claims  hy  type  of  institution,  1964,  incurred, 

all  certificates 


Number 
of  cases 

Percent 
of  total 

Actual 

stay 

Percent  in 
mental  in- 
stitution; 
in  general 
hospital 

1,  lu  mental  institutions: 
Age  class: 

24  

56 
80 
115 
103 
62 
34 
28 

11.7 
16.7 
24.1 
21.5 
13.0 
7.1 
5.9 

41.8 
40.3 
41.5 
40.6 
44.6 
41.7 
36.8 

25  to  34.  

35  to  44  

45  to  54  

55  to  64  

65  to  74_  

75  and  up                                _  - 

Total  

478 
492 
970 

100.0 

41.3 

49.3 
50.7 
100.0 

2.  In  general  hospitals:  Total  ______         _  _ 

3.  In  all  institutions  

Senator  McCarthy.  Senator  Douglas  ? 
Senator  Douglas.  No  questions. 

Senator  McCarthy.  The  estimates  that  you  give  are  the  number  of 
beds  in  public  mental  hospitals. 

Do  you  have  any  estimates  or  comit  as  to  the  number  of  beds  that 
might  be  available  in  nonpublic  mental  hospitals  or  are  none  of  them 
accredited  ? 

Dr.  Camp.  No  ;  several  of  them  are  accredited.  I  caimot  give  ^'ou 
the  figure  today,  jNIr.  Chairman. 

Of  course,  it  is  very,  very  much  lower  than  that. 

Senator  McCarthy.  I  assmne  there  are  two  reasons  for  this  exclu- 
sion :  one,  the  costs  and  the  other  the  fact,  as  you  say,  that  27  States 
do  not  have  an  accredited  mental  hospital.  I  suppose  those  same 
States  probably  do  not  have  accredited  nonpublic  or  private  hospitals. 
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Dr.  Camp.  That  is  largely  true. 

Senator  McCarthy.  I  assume  this  would  he  the  reason  for  provid- 
ing benefits  for  the  aged  mentally  ill  person  in  half  the  States  and  not 
in  the  other  half  of  the  States. 

Dr.  Camp.  Quite  possible. 

Senator  McCarthy.  Thank  you  very  much. 

Dr.  Camp.  Thank  you. 

Senator  McCarthy.  Mr.  Paul  Barnhart. 

All  right,  you  may  proceed. 

STATEMENT  OF  PAUL  BAENHAET,  CONSULTING  ACTUAEY 

Mr.  Barnhart.  Mr.  Chairman,  and  Senator  Douglas,  my  name  is 
E.  Paul  Barnhart  of  St.  Louis,  Mo.  I  am  an  independent  health  in- 
surance actuary  known  nationall}^  as  a  professional  expert  in  the 
health  insurance  field. 

I  render  actuarial  services  both  to  insurance  carriers  and  also  to 
consumers,  such  as  labor  unions  and  employee  welfare  plans. 

I  am  not  here  to  testify  as  a  representative  of  the  health  insurance 
business,  or  of  any  other  specific  interest;  the  people  I  seek  to  repre- 
sent are  millions  of  Americans  who  are  already  protected  under  life- 
time health  insurance  programs  of  one  kind  or  another. 

I  am  convinced,  after  careful  analysis  of  H.E.  6675,  that  unless 
amendments  are  made  in  this  bill,  it  will  cause  massive  harm  and  in- 
justice to  millions  of  Americans  who  are  now  covered  by  lifetime 
voluntary  plans.  Let  me  be  quite  clear  that  I  do  not  testify  in  oppo- 
sition to  the  bill  as  such ;  my  purpose  is  rather  to  urge  your  consid- 
eration of  certain  amendments  which,  in  my  professional  judgment, 
will  correct  serious  defects  in  the  bill  as  now  written. 

H.R.  6675  will  seriously  damage  the  legal  rights  and  equities  which 
millions  of  Americans  have  acquired  in  private  health  insurance  plans, 
operating  as  a  penalty  on  the  prudence  of  all  these  people. 

The  reason  for  this  is  that  duplication  of  existing  hospital  and 
medical  expense  protection  will  be  created  on  a  mammoth  scale  by  the 
enactment  of  the  bill.  ISTot  only  does  this  represent  a  fantastic  public 
Avaste,  but  it  will  cause  actual  harm  of  massive  dimensions.  If  our 
Nation  is  to  acliieve  the  goals  our  President  has  set  before  it,  it  cannot 
afford  such  vast  waste  and  damage. 

First,  the  bill  threatens  to  destroy  the  very  real  financial  equity  that 
every  person  has  who  has  ow^ied,  for  several  years,  a  lifetime  guar- 
anteed health  policy  with  premium  rates  based  on  his  original  age  of 
purchase.  This  is  a  real  equity,  Avhich  can  be  roughly  measured  by 
the  difference  in  the  rate  still  being  paid,  based  on  the  policyholder's 
original  age,  and  the  premium  that  would  be  payable  if  the  person 
bought  the  same  plan  today,  at  his  present  age. 

Let  me  illustrate,  using  the  rates  of  an  actual  comprehensive  life- 
time plan  which  pays  benefits  up  to  as  high  as  $20,000,  after  deduct- 
ible, for  almost  any  kind  of  necessary  medical  expense  and  is  guaran- 
teed renewable  for  life. 

For  a  man  and  wife  at  the  husband's  age  25,  the  cost  of  this  plan 
is  $9.85  monthly,  about  $5  monthly  for  each  person. 

At  original  age  50  it  becomes  $20.08,  about  $10  monthly  for  each 
person. 
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At  original  a,2:e  65  the  rate  is  $27.81,  about  $14  monthly  for  each 
person.  By  the  time  the  husband  reaches  65,  therefore,  a  couple  who 
bought  their  insurance  at  age  50  have  acquired  an  equity  which  is 
worth,  each  and  every  month,  the  difference  as  comj)ared  to  issue 
age  65,  or  about  $8  per  month;  more  than  $90  every  year.  For  a  hus- 
band originally  age  25  at  time  of  purchase,  the  equity  by  the  time  he 
attains  age  65  is  worth  $18  each  month,  or  more  than  $215  every  year. 

H.R.  6675  jeopardizes  the  legal  guarantees  and  financial  equities 
of  these  millions  of  policyholders,  because  it  forces  them  either  to 
abandon  policies  in  which  they  have  faithfully  invested  premium  pay- 
ments, many  of  them  for  years,  or  else  to  continue  paj^ment  for  policies 
which  are  in  large  measure  duplicated  by  a  Federal  program. 

Many  of  these  people  have  comprehensive  coverage  which  is  easily 
superior  to  the  benefits  provided  under  the  bill.  If  these  Americans 
are  forced  to  abandon  these  volmitary  plans,  they  can  only  revert  to  a 
Federal  plan  that  will  give  less  protection  than  they  already  have. 
Nearly  all  comprehensive  plans  cover  private  nursing,  drugs,  and 
medicines  outside  the  hospital,  and  go  far  beyond  the  60  days  of  hos- 
pitalization provided  under  the  bill. 

Many  plans  provide  a  100-percent  rate  of  coverage  for  surgical  and 
medical  expenses,  which  are  to  be  covered  only  at  an  80-percent  rate  by 
the  supplementary  plan  in  the  bill.  Many  plans  apply  no  deductible 
to  hospital  expenses,  which  under  the  bill  will  be  subject  to  a  $40 
deductible,  or  to  doctor  benefits,  which  under  the  bill  are  to  be  stibject 
to  a  $50  deductible. 

Yvliolesale  abandomnent  of  such  existing  vokmtary  programs  will 
not  represent  social  progress.  It  will  be  the  worst  kind  of  social 
regression,  all  the  more  distasteful  because  it  is  imnecassary. 

Consider  further  the  gross  inequity  that  results  from  the  fact  that 
the  bill  ignores  these  millions  of  lifetime  policies.  As  I've  said,  no 
allowance  is  made  in  the  bill  for  the  substantial  equity  these  people 
have  accumulated  in  their  contracts.  It  does  the  same  thing  for  them 
that  it  does  for  the  person  who  has  never  invested  one  cent  in  health 
insurance.  This  is  manifestly  unfair.  Let  me  draw  an  outrageous 
parallel. 

Suppose  I  have  deposited  $20  every  month  in  a  savings  accotmt  and 
have  now  saved  $2,000.  My  neighbor,  Mr.  Jones,  has  never  saved  a 
pemiy.  Then  Congress  enacts  a  law  which  confiscates  every  dime  of 
my  savings  account.  But  I  am  told  to  relax,  because  the  Government 
will  now  deposit  $1,500  back  into  my  account  and  also  set  up  a  $1,500 
account  for  Mr.  Jones.  I  am  told  I  have  not  been  hurt ;  mstead  Mr. 
Jones  has  been  helloed. 

The  injustice  of  this  absurd  arrangement  is  obvious,  and  the  Amer- 
ican public  would  be  outraged  at  such  a  law.  Yet  this  is  exactly  the 
sort  of  inequity  that  the  bill  creates.  Equities  built  up  through  years 
of  premium  payments  under  individual  lifetime  policies  are  rendered 
worthless,  while  everyone  age  65  or  over  is  offered  the  same  Federal 
plan  on  the  same  terms,  in  many  instances  less  comprehensive  than 
what  is  so  unjustly  replaced. 

A  similar  situation  exists  for  j)ersons  covered  under  lifetime  retire- 
ment provisions  of  group  policies.  Some  months  ago  I  developed  such 
a  plan  for  the  employees  of  a  large  Texas  corporation.  They  noAv 
enjoy  comprehensive  retirement  medical  coverage,  broader  by  far  than 
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H.R.  6675,  at  a  monthly  cost  of  only  $2.50.  These  people  gain  nothing 
from  the  bill,  because  it  would  cost  them  $3  per  month  just  to  enroll  for 
the  supplementary  plan.  And  what  about  their  employer?  He  is 
voluntarily  shouldering  most  of  the  cost,  but  this  bill  offers  him  no 
relief  at  all  from  the  additional  taxes  he  must  pay  for  a  duplicating 
though  less  adequate,  Federal  plan. 

The  vast  duplication  which  the  bill  will  create  is  in  direct  conflict 
with  the  progress  made  by  the  States  in  combating  wasteful  duplica- 
tion which  enables  many  persons  to  profit  from  multiple  coverage. 
New  model  antiduplication  legislation  has  recently  been  developed  by 
the  National  Association  of  (State)  Insurance  Commissioners.  But 
if  H.R.  6675  becomes  law,  without  some  changes,  the  Federal  Govern- 
ment itself  will  more  than  undo  all  that  the  States  have  gained,  creat- 
ing overnight  the  most  extensive  duplication  of  coverage  we've  ever 
seen. 

The  bill  is  tragically  at  fault  in  completely  and  unjustly  ignoring  the 
contractual,  legal  rights  and  equities  that  more  than  50  million  Amer- 
icans of  all  ages  have  in  insurance  contracts  providing  some  kind  of 
lifetime  benefits.  It  is  a  duty  of  government  to  protect  the  people  in 
the  maintenance  and  exercise  of  their  legal  rights  under  private 
contracts. 

But  this  legislation  represents  an  unjustified  attack  on  a  massive 
scale  by  the  Federal  Government  against  the  legal  rights  and  contrac- 
tual equities  of  literally  millions  of  people.  If  rights  and  equities 
under  millions  of  legal  contracts  of  health  insurance  can  be  thus  im- 
paired by  Government  today,  what  other  legal  rights  and  values  will 
be  assaulted  by  unjust  legislation  in  a  different  realm  tomorrow? 

Now,  what  changes  will  convert  the  bill  into  sound  and  constructive 
legislation?  The  time  allowed  for  verbal  testimony  does  not  permit 
me  to  cover  this  in  detail,  so  I  have  prepared  a  written  supporting 
statement  describing  the  amendments  I  recommend  to  your  committee. 

Briefly,  I  propose  that  the  optional  supplementary  benefits  package 
be  deleted,  and  in  its  place  a  different  kind  of  option  provided. 

The  supplementary  plan  should  be  deleted  because  this  optional 
provision,  for  which  enrollees  must  pay  a  premium,  serves  no  clear 
purpose  which  cannot  be  achieved  by  voluntary  private  insurance,  and 
merely  injects  the  Government  into  mifair,  subsidized  competition 
against  private  plans.  The  provision,  moreover,  is  confusing,  and 
those  who  are  eligible  will  need  to  be  educated  to  the  fact  that  only 
part  of  the  program  is  automatically  provided  under  payroll-tax 
financing.  Those  who  enroll  will  benefit  from  a  subsidy  which  will 
be  lost  to  others  who,  through  ignorance,  misunderstanding  or  un- 
willingness or  inability  to  pay  premiums,  do  not  enroll.  Any  medicare 
plan  which  is  really  justified  should  be  a  unified,  single  plan  under 
payroll-tax  financing. 

The  kind  of  option  that  should  be  in  the  bill  is  one  permitting  any 
person  coverd  under  a  group  or  individual  lifetime  plan  to  continue 
his  voluntary  plan  in  lieu  of  coverage  under  the  Federal  benefits.  He 
would  still  pay  the  tax,  but  upon  electing  to  continue  in  a  voluntary 
plan  he  would  receive  a  Federal  subsidy  toward  his  premium  payments 
after  age  65,  having  a  value  equivalent  to  the  value  of  the  benefits 
under  the  Federal  plan. 
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Such  an  option  is  actuarially  sound  if  properly  administered  as 
described  in  my  supporting  statement.  This  would  make  the  bill  a 
constructive  piece  of  legislation,  helping  those  who  need  Federal  as- 
sistance, while  also  encouraging  the  continued  expansion  of  voluntary 
lifetime  plans  and  at  the  same  time  protecting  the  people  in  their  legal 
rights  and  equities  mider  voluntary  policies. 

Let  me  digress  briefly,  Mr.  Chairman,  from  the  prepared  text  to 
strongly  emphasize  this  fact.  My  proposed  amendment  will  result  in 
greater  net  benefit  to  the  public  at  less  eventual  cost  and  without  in- 
justice to  those  now  covered  under  voluntary  lifetime  plans.  I  have 
not  consulted  at  all  with  insurance  organizations  or  with  representa- 
tives of  the  medical  profession  as  to  their  views  on  this  recommended 
amendment  because  I  wanted  to  present  independent,  tmprejudiced 
testimony  expressing  only  my  own  professional  opmion. 

I  assume  that  those  now  opposed  to  H.5.  6675  in  its  entirety  will 
remain  opposed  even  if  this  amendment  is  included. 

However,  I  am  certam  they  will  remain  opposed  only  temporarily. 
Eventually  I  think  they  will  change  their  minds,  and  because  of  this 
amendment  will  eventually  become  favorable  to  this  legislation.  The 
amendment  I  suggest  will  do  a  better  job  for  the  ptiblic,  and  eventtiaily 
also  gain  support,  in  my  opinion,  from  doctors  and  from  msuring 
-organizations. 

Tliank  you,  Mr.  Chairman,  for  your  courtesy  in  hearing  me. 
(The  attachment  referred  to  follows :) 

KECOMilEXDED  A:iIEXDMEXTS   TO  H.K.  6675 

Delete  the  •'Voluntary  Supplementary  Plan''  provided  in  the  bill  and  substitute 
the  following  optional  prog-ram  : 

I.  '"Qualitied"  voluntary  plans  would  be  recog-nized  under  the  law  as  follows  : 
Any  individual  policy  which  is  guaranteed  renewable  for  life,  or  any  group 

certificate  in  force  under  a  guaranteed  continuable  retirement  provision  of  a 
•group  master  policy,  which  provides  benefits  equal  to  or  greater  than  the  follow- 
ing minimum  benefits  : 

(a)  Benefits  in  the  aggregate  amount  of  at  least  $750  for  any  one  injury  or 
illness.  Such  minimum  $750  may  be  allocated  in  any  reasonable  manner,  provided 
that: 

(1)  Daily  hospital  room  and  board  allowance  must  be  at  least  $10; 

(2)  Daily  hospital  room  and  board  must  be  covered  at  least  31  days  ; 

(3)  At  least  $100  of  ancillary  hospital  services  must  be  covered. 

(&)  If  the  plan  has  a  deductible,  the  minimum  $750  aggregate  benefit  of  item 
■(a)  is  increased  by  8  times  the  amount  of  such  deductible  (e.g.,  with  deductible 
of  $50,  the  minimum  aggregate  benefit  becomes  $1,150) . 

(c)  Covered  expenses  qualifying  toward  the  minimum  aggregate  may  include, 
in  addition  to  hospital  room  and  services  coverage,  any  of  the  following :  sur- 
geons' and  doctors'  expense,  nursing  care,  nui-sing  home  and  convalescent  home 
•care,  diagnostic  expense,  drugs  and  medicines. 

(d)  A  qualified  plan  may  not  contain  any  "impairment  exclusion"  which  ex- 
■cepts  coverage  with  respect  to  specified  impairments  or  histories  of  covered 
persons  and  which  would  apply  after  .July  1, 1966. 

II.  (a)  Any  individual  eligible  for  benefits  tinder  the  law  will  be  entitled 
to  make  an  election  at  one  time  only  to  be  covered  imder  one  or  more  qualified 
voluntary  plans.  If  he  later  chooses  to  withdraw  from  the  qtialified  program, 
he  may  reenter  the  Federal  program  but  may  not  thereafter  elect  again  to  be 
covered  under  a  voluntary  program. 

(h)  When  such  an  election  of  a  voluntary  plan  is  made,  the  individual  will 
make  such  request  through  the  voluntary  carrier.  Such  carrier  will  notify  the 
Social  Security  Administration,  supplying  il^  an  afild-ivit  tliat  rhe  plan  is 
"qualified",  and  (2)  information  as  to  the  amnniit  of  premium,  which  must  be 
on  a  monthly  payment  basis. 
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III.  (a)  The  Social  Security  Administration  will  render  premium  payments 
in  behalf  of  eligible  persons  electing  coverage  under  "qualified"  plans. 

The  Administration  will  subsidize  such  payments  up  to  $10  monthly  per  eligible 
person  (the  approximate  value  of  the  basic  plan  in  H.R.  6675).  Any  excess  of 
the  premium  over  $10  per  person  will  be  deducted  from  monthly  Social  Security 
pension  checks,  or  otherwise  charged  against  whatever  old  age  assistance  or 
other  program  covers  the  individual. 

( This  method  will  assure  that  the  plan  does  not  lapse  and  will  give  equivalent 
Federal  aid  to  both  Federal  plan  and  voluntary  plan  enrollees. ) 

(&)  If  the  qualified  plan  is  a  group  retirement  plan  of  an  employer,  the  em- 
ployer will  be  entitled  to  monthly  F.I.C.A.  tax  credits  each  month  equal  to  the 
difference,  if  any,  between  $10  per  person  covered  and  such  lesser  amount  as  is 
charged  to  each  covered  retired  person,  but  in  no  case  shall  the  employer  recover 
more  than  his  actual  share  of  the  cost  of  the  plan. 

Example :  A  group  retii'ement  health  expense  plan  is  provided  under  a  con- 
tribution rate  of  $4  per  month  per  person.    Total  cost  exceeds  $10  per  month. 

The  Social  Security  Administration  pays  the  plan  the  full  $4  per  month  per 
person  contribution  rate  ($8  for  man  and  wife)  and  in  addition  the  employer 
is  granted  a  further  monthly  credit  against  his  F.I.C.A.  tax  of  $6  per  month  per 
person  ( $12  for  man  and  wife ) . 

This  proposed  amendment  is  actuarially  sound.  It  will  minimize  and  stabilize 
the  cost  to  the  Federal  Government,  because  in  every  case  where  persons  elect 
voluntary  plans  the  Government's  share  is  specifically  limited.  Excess  costs  are 
borne  by  the  voluntary  carriers.  Even  if  the  remainder  who  elect  the  Federal 
plan  should  eventually  prove  to  be  only  uninsurable  persons  who  cannot  obtain 
voluntary  coverage,  the  Government's  cost  is  still  minimized,  since  the  Federal 
plan  would  cover  such  persons  in  any  case,  with  or  without  the  proposed 
amendment. 

The  possibility  of  persons  repeatedly  electing  to  transfer  back  and  forth  between 
Federal  and  voluntary  plans,  in  order  to  maximize  their  benefits  under  various 
circumstances,  is  eliminated  by  the  strict  rule  as  to  number  of  elections. 

The  definition  of  "qualified"  plan  is  flexible,  thus  allowing  a  wide  area  of 
competitive  variation  among  carriers  and  permitting  qualification  of  any  reason- 
able plan  of  coverage.    The  law  should  avoid  rigid  definitions  of  qualification.. 

Senator  McCarthy.  Tha^nk  you  very  much,  Mr.  Barnhart. 

I  am  sure  you  know  that  the  same  points  you  have  raised,  namely 
equity  and  justice  and  the  charge  of  confiscation,  that  all  of  these  were 
raised  by  the  private  insurance  people  when  social  security  was 
proposed. 

Mr.  Barnhart.  I  was  not  aware  from  what  I  had  read  in  trade 
journals  and  the  press  that  this  particular  point  had  been  raised. 

Senator  McCarthy.  Essentially  the  same  arguments  were  mada 
against  social  security :  that  is  was  confiscatory ;  that  is  was  denying 
the  equity  of  people  who  had  been  saving  money  and  investing  in  a 
retirement  program;  that  it  would  discourage  thrift  on  the  part  of 
people.  INTone  of  those  fears  have  been  borne  out  in  30  years  of  history 
of  social  security. 

Mr.  Barnhart.  You  are  referring  to  the  original  social  securitj^ 
legislation. 

Senator  McCarthy.  That  is  right. 

Mr.  Barnhart.  Well,  I  think  this  is  very  essentially  different,  be- 
cause now  we  are  talking  about  the  reimbursements  for  charges  for 
medical  care  and  here  you  have  a  direct  duplication,  you  see,  of  cover- 
age which  I  do  not  think  5^ou  have  if  you  are  merely  providing  cash 
pension  benefits. 

Senator  McCarthy.  Well,  yo\i  don't  have  any  policy  of  not  selling 
more  than  one  medical  or  health  insurance  policy  to  the  same  client,, 
do  you  ?    A  man  can  be  insured  in  three  or  four  companies. 
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Mr.  Barnhart.  Most  companies  do  not  do  this  deliberately.  For  ex- 
ample, a  person  may  become  covered  under  group  insurance  and  then 
he  will  buy  an  individual  policy. 

Senator  McCarthy.  If  a  man  comes  to  your  company,  you  don't  say, 
"Have  you  got  another  health  insurance  policy  with  another  com- 
pany?" and  if  he  says  he  has,  you  don't  say,  "We  don't  want  you  to  be 
duplicating  this." 

Mr.  Barnhart.  Of  course,  I  don't  represent  one  company  but  most 
of  the  ones  I  have  worked  with  will  ask  this  question  and  then  endeavor 
to  underwrite  

Senator  McCarthy.  Will  they  suggest  that  they  will  not  sell  hun 
two? 

Mr.  Barnhart.  Many  will  say,  "You  are  not  eligible  under  our 
plan  because  you  are  covered  in  another." 

Senator  McCarthy.  You  are  assuming  that  people  are  largely  pay- 
ing for  these  benefits,  so  it  is  not  such  a  serious  matter  if  they  do  receive 
more  in  return  in  the  way  of  benefits  under  an  insurance  program  than 
their  actual  costs,  if  they  had  paid  for  it. 

Mr.  Barnhart.  Well,  this  has  been  a  problem,  I  think,  very  specifi- 
cally recognized  by  the  National  Association  of  Insurance  Commis- 
sioners, that  even  though  paying  for  duplicate  coverage  is  definitely 
a  social  evil,  because  it  permits  certain  people  to  profit  from  duplicate 
collection  of  benefits,  and  those  who  pay  the  costs,  of  course,  are  the 
premium  paying  policyholders. 

Senator  McCarthy.  You  assume,  though — at  lea-st  as  you  work  it 
out  on  an  actuarial  basis — that  each  man  you  cover  is  making  his 
contribution:  that  one  man  gets  sick  and  the  other  man  doesn't. 

Mr.  Barnhart.  Well,  in  spite  of  this,  I  think  it  is  almost  universally 
.agreed  that  nonduplication  provisions  are  highly  desirable  and  basi- 
cally necessary  in  insurance  legislation.  Both  on  a  group  and  individ- 
ual basis,  the  National  Association  of  Insurance  Commissioners  has 
now  adopted  antiduplication,  you  know,  recommended  antiduplica- 
tion,  legislation  to  prevent  this  overlapping  of  coverage. 

I  might  say  that  my  argument  is  not  here  intended  to  suggest  that 
the  Federal  plan  would  discourage  thrift.  All  I  am  trying  to  point 
out  here  is  that  there  would  be  a  discrimination  between  people  who 
have  chosen  to  invest  in  lifetime  plans  and  those  who  have  not,  and 
the  effects  of  the  bill  would  be  to  impair  or  destroy  their  equity. 

It  isn't  a  matter  of  discouraguig  their  thrift.  It  is  a  matter  of 
.actually  injuring  their  equity. 

Senator  McCarthy.  How  does  it  destroy  their  equity  ? 

Mr.  Barnhart.  Because  since  they  will  now,  you  see,  become  eligible 
for  the  Federal  plan,  they  will  be  faced  with  the  alternative  of  either 
abandoning  the  plan  in  which  they  have  invested  premiums  or  also 
continuing  to  carry  it  in  duplication. 

Senator  McCarthy.  They  will  be  better  off  than  they  were  before. 
It  seems  to  me  the  argument  you  are  making  is  this :  If  you  have  A 
and  B,  that  you  would  prefer  to  have  A  be  relatively  better  off  than  B, 
than  to  have  both  A  and  B  be  absolutely  better  off'  but  to  have  the 
gap  narrowed. 

Mr.  Barnhart.  Well,  I  don't  think  both  A  and  B  would  be  abso- 
lutely better  off,  because  in  many  cases  A,  the  man  who  is  now  insured, 
would  be  abandoning  his  one  plan. 
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Senator  McCarthy.  Why  would  he  abandon  it  if  what  we  are  pro- 
posing it  not  as  good  as  what  he  has  got?  This  would  be  a  mistake 
on  his  part,  but  it  would  not  be  our  fault. 

Mr.  Barnhart.  Because  he  may  feel  that  because  of  the  subsidy  or 
the  fact  that  the  basic  plan  

Senator  McCarthy.  Yes,  he  might  "feel,"  but  we  can't  take  respon- 
sibility for  that.  It  is  not  built  into  the  law  that  we  are  proposing. 
Many  people  buy  the  wrong  insurance. 

Mr.  Barnhart.  It  is  not  built  in  but  I  think  it  would  be  an 
inevitable  result  of  the  law,  and  I  think  that  the  committee  should  try 
to  avoid  this  if  at  all  possible. 

Senator  McCarthy.  Thank  you  very  much.  Do  you  have  any 
questions.  Senator? 

Senator  Gore.  No. 

Senator  McCarthy.  The  next  witness  is  Mr.  Coleman. 

STATEMENT  OE  RALPH  P.  COLEMAH,  JE.,  PBESIDENT,  HEVIEW 

PUBLISHHilG  CO. 

Mr.  Coleman.  My  name  is  Ralph  P.  Coleman,  Jr.,  of  Jenkintown,, 
Pa.  I  am  president  of  Review  Publishing  Co.,  a  publisher  of  financial 
periodicals,  and  of  Review  Management  Corp.,  manager  of  an  invest- 
ment trust. 

May  I  compliment  the  Senate  Committee  on  Finance  on  its  decision 
to  hold  public  hearings  on  social  security  bill,  H.R.  6675.  Such  a 
decision  shows  clear  recognition  of  the  historic  implications  of  the  bill 
and  a  deep  respect  for  tlie  democratic  process  which  makes  such 
hearings  possible. 

It  is  highly  appropriate  that  it  is  the  Committee  on  Finance  that  is 
conducting  deliberations  on  H.R.  6675.  For  at  heart  the  proposed 
social  security  amendments  represent  a  radical  reshaping  of  the  per- 
sonal finances  of  millions  upon  millions  of  U.S.  citizens,  both  living 
and  unborn,  and  of  medical/health  institutions  throughout  the  N'ation. 
As  Senator  Carl  T.  Curtis  pointed  out  in  floor  debate  in  1964  this 
program  "will  be  permanent."  The  Senator  succinctly  commented: 
"Every  time  we  add  to  the  social  security  system,  we  set  in  motion 
something  that  will  continue  into  the  future." 

I  have  carefully  read  and  reread  H.R.  6675,  all  296  pages  of  it,  and 
the  thing  that  haunts  me  is  the  "open  end"  nature  of  the  financial  obli- 
gations to  which  the  bill  commits  the  Federal  Government. 

It  is  a  cruel  pla.ying  with  words  to  describe  title  I — health  insurance 
for  the  aged  and  medical  assistance — as  representing  simple  amend- 
ments to  the  present  social  security  system.  True,  the  social  security 
structure  would  be  used  to  collect  the  taxes  for  the  proposed  health 
insurance  program.  However,  there  are  vast  and  vital  differences  be- 
tween the  present  social  security  system  and  the  proposed  medicare 
program  in  that  area  which  has  equal  fiscal  significance  with  that  of 
collecting  the  taxes  for  the  program.  Tliat  area  is  the  "outgo"  side 
of  the  ledger — the  financial  payments  which  must  be  made  from  the 
proposed  Federal  hospital  insurance  trust  fund. 

No  less  an  authority  than  Representative  Cecil  R.  King,  cosponsor 
of  the  King- Anderson  medicare  bill,  has  freely  admitted  in  his  intro- 
duction of  the  bill  on  January  4,  1965,  that  "Social  security  hospital 
insurance  would  have  no  fixed  dollar  benefits  that  get  out  of  date." 
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That  definition  may  sound  fine  to  the  recipients  of  such  benefits  but 
for  those  of  us  concerned  Avith  the  financing  of  such  benefits  it  pre- 
sents a  situation  fraught  with  the  greatest  of  dangers. 

Put  another  way,  what  Representative  King  is  saying  is  that  his 
hospital  insurance  proposals  make  payments  on  the  basis  of  services 
rendered  rather  than  on  the  basis  of  fixed  cash  payments.  That  makes 
medicare  vastly  difierent  in  kind,  rather  than  degree,  from  Old- Age, 
Survivors  and  Disability  Insurance  with  its  precisely  developed  sched- 
ules of  fixed  dollar  payments  to  recipients. 

The  sustained  and  unremitting  advance  in  hospital  costs  in  recent 
years  was  clearly  substantiated  by  medicare's  senatorial  sponsor,  Sen- 
ator Clinton  P.  Anderson,  who  noted  on  January  6,  1966,  in  introduc- 
ing bill  S.  1  before  the  Senate : 

"Since  1946,  the  average  cost  for  one  day  of  hospital  care  has  risen 
from  $9  to  nearly  $40." 

By  the  Senator's  own  figures,  that  represents  an  increase  of  344 
percent  in  less  than  20  years. 

Now,  consider  carefully  the  deadly  combination  of  factors  which 
makes  the  cost  components  of  the  proposed  medicare's  hospital  care 
programs  so  utterly  incalculable. 

On  the  one  hand,  we  have  proposed  a  program  that  recognizes  no 
dollar  limit  on  its  expenditures  and  that  pays  only  for  services  ren- 
dered. Now  let's  look  at  the  services  rendered.  They  are  hospital 
and  medical  services  that  are,  according  to  such  experts  as  Senator 
Anderson  and  the  Advisory  Council  on  Social  Security,  among  the 
most  rampantly  inflationary  segments  of  the  entire  consumer  price 
structure  in  the  United  States.  And  there  seems  to  be  ample  evidence 
that  this  inflationary  price  trend  in  medical  costs  will  continue  mto 
the  foreseeable  future. 

I  submit,  gentlemen,  that  this  represents  a  situation  laden  with  the 
seeds  of  financial  disaster — the  Federal  Government  convenanting 
with  its  citizens  to  provide  them  with  benefits  of  a  highly  personal 
and  necessary  nature  and  being  uncertain  in  the  extreme  as  to  what 
those  benefits  will  cost.  It  is  simply  beyond  the  ken  of  even  Federal 
experts  to  know  just  how  many  people  will  utilize  the  services  of  the 
proposed  hospital  insurance  program ;  and  how  man}^  days  of  service 
and  types  of  services  which  these  people  will  require. 

A  greater  demand  for  hospital/medical  services,  which  would  cer- 
tainly be  unleashed  by  H.R.  6675  becoming  law,  is  bound  to  sharph^ 
increase  the  costs  of  all  medical  and  hospital  services,  when  one  con- 
siders the  relatively  static  supply  of  such  services.  As  prices  for  hos- 
pital services  continue  to  rise  one  must  recognize  the  possibility  of 
pressures  from  both  the  Federal  Government  and  the  beneficiaries  of 
medicare  for  governmental  price  control  over  medical  services  and 
supplies. 

In  his  statement  issued  on  January  5,  1965,  entitled  "Hospital  In- 
surance for  the  Aged — The  Conservative  Approach,"  Hon.  Wilbur  J. 
Cohen,  U.S.  Under  Secretary  of  Health,  Education  and  Welfare, 
commented : 

The  Social  Security  financing  system  is  based  on  the  idea  that  the  individual 
will  contribute  part  of  the  cost  of  his  protection.  It  thus  stresses  contributory 
participation  against  tlie  "free"  or  general  revenue  or  welfare  ax>proach  em- 
bodied in  the  Kerr-Mills  program. 
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Yet  in  H.K.  6675,  the  very  bill  that  Mr.  Cohen's  Department  en- 
dorses, we  have  an  unparalleled  example  of  the  "free"  or  general 
revenue  approach  which  is  completely  contradictory  to  the  basic 
principles  of  social  security.  I  refer  to  that  section  of  H.R.  6675 
which  would  provide  benefits  for  about  2  million  aged  persons  not 
covered  by  the  present  social  security  insurance  program  and  whose 
benefits  would  be  financed  entirely  by  appropriations  from  general 
tax  revenues. 

Section  103  is  completely  candid  and  generous  in  admitting  to  hos- 
pital insurance  benefits  anyone  not  eligible  for  social  security  benefits. 
The  requirements,  as  I  understand  them,  are  rather  simple.  He  must 
be  65  years  of  age ;  he  must  be  a  resident  of  the  United  States  and  a 
citizen;  or  he  must  be  an  individual  who  has  resided  in  the  United 
States  continuously  during  the  past  10  years.  My  reasoning  from  the 
latter  provision  would  be  that  aliens  who  have  been  in  the  country  for 
10  years  or  more  would  be  eligible  for  the  same  hospital  insurance 
benefits  as  U.S.  citizens.  Surely  no  alien  should  be  entitled  to  health 
insurance  benefits  if  he  has  not  at  least  formally  petitioned  for  U.S. 
citizenship. 

Section  1801  of  title  XVIII — Health  Insurance  for  the  Aged — is 
entitled  "Prohibition  Against  Any  Federal  Interference."  The  sec- 
tion reads : 

Nothing  in  this  title  shall  be  construed  to  authorize  any  Federal  officer  or 
employee  to  exercise  any  supervision  or  control  over  the  practice  of  medicine 
or  the  manner  in  which  medical  services  are  provided,  or  over  the  selection, 
tenure  or  compensation  of  any  officer  or  employee  of  any  institution,  agency,  or 
person  providing  health  services ;  or  to  exercise  any  supervision  or  control  over 
the  administration  or  operation  of  any  such  institution,  agency,  or  person. 

Even  a  cursory  reading  of  H.E.  6675  will  reveal  the  total  hypocrisy 
of  this  section.  Without  attempting  to  catalog  the  scores  of  specific 
instances,  the  following  examples  are  offered  in  support  of  my  strong 
belief  that  H.H.  6675  will  result  in  truly  sweeping  Federal  Govern- 
ment advances  into  the  very  vitals  of  the  American  medical  profession 
and  the  related  institutions  which  serve  the  health  needs  of  our  iSTaticn. 

Section  1802  gives  a  strong  portent  of  thmgs  to  come : 

Any  individual  entitled  to  insurance  benefits  under  this  title  may  obtain 
health  services  from  any  institution,  agency,  or  persons  qualified  to  participate 
under  this  title. 

And  who  does  the  "qualifying"  of  such  institution,  agency,  or  per- 
son ?  Primarily,  the  Secretary  of  the  Department  of  Health,  Educa- 
tion, and  Welfare,  aided  by  various  "accrediting  groups,"  such  as  the 
Joint  Commission  on  the  Accreditation  of  Hospitals.  It  is  rather 
illuminating  to  learn  that  fewer  than  half  of  U.S.  hospitals  are  ac- 
credited and  that,  of  the  20,000  nursing  homes  in  the  United  States, 
only  500  are  hospital  affiliated. 

What  a  vast  arena  for  the  Federal  Government  to  discriminate  be- 
tween those  institutions  which  it  feels  are  "qualified"  and  those  which 
are  not  "qualified". 

l¥hat  of  the  potential  power  of  the  Health  Insurance  Benefits  Ad- 
visory Council,  all  16  members  of  whom  would  be  appointed  by  the 
Secretary  of  HEW,  who  would  receive  up  to  $100  per  day,  who  would 
meet  "as  frequently  as  the  Secretary  deems  necessary,"  and  whose 
purpose  would  be  "advising  the  Secretar}^  on  matters  of  general  policy 


SOCIAL  SECURITY 


1059 


in  the  administration  of  this  title  (Health  Insurance  for  the  Aged) 
and  in  the  formulation  of  Regulations  under  this  title." 

^Yila.t  of  the  potential  power  of  the  National  Medical  Review  Com- 
mittee, all  nine  members  of  whom  would  be  appointed  by  the  Secretary 
of  HEW,  who  would  receive  up  to  $100  per  day,  and  whose  purpose 
would  be  "to  study  the  utilization  of  hospital  and  other  medical  care 
and  services  for  which  payment  may  be  made  under  this  title  with 
a  view  to  recommending  any  changes  which  m^ay  seem  desirable." 

Are  we  naive  enough  to  believe  that  any  of  the  individuals  serving 
on  these  two  powerful  bodies  could  be  any  person  who  disagreed  with 
the  Secretar}^  of  HEW?  With  the  Secretary  of  HEW  doing  all  of 
the  appointing  that  would  appear  to  be  a  very  unlikely  development. 

Certainh^,  some  provision  should  be  made  so  that  representatives 
from  such  recognized  professional  groups  as  the  American  Medical 
Association  and  the  American  Hospital  Association  would  be  auto- 
matically entitled  to  serve  on  the  Advisory  Council  and  the  Review 
Committee,  such  representatives  to  be  elected  or  appointed  by  the 
associations  rather  than  to  be  appointed  by  the  Secretary  of  HEW. 

The  crucial,  central  role  of  the  Secretary  of  HEW  in  the  future 
medical/hospital  life  of  the  Nation  imder  H.R.  6675  is  made  crystal 
clear  in  many  sections  of  the  bill  such  as  section  1815  : 

Tlae  Secretary  shall  periodically  determine  the  amount  wliich  would  be  paid 
under  this  part  to  each  provider  of  services  (hospital,  extended  care  facility,, 
home  health  agency)  with  respect  to  the  services  furnished  by  it,  and  the  pro- 
vider of  services  shall  be  paid,  at  such  time  as  the  Secretary  believes  appropriate. 

In  regard  to  the  recipients  of  health  insurance  benefits  the  Secretary 
is  in  an  equally  commanding  position  as  evidenced  by  section  1869 : 

The  determination  of  whether  an  individual  is  entitled  to  benefits  under  part  A 
OT  part  B  shall  be  made  by  the  Secretary  in  accordance  with  regulations  pre- 
scribed by  him. 

Surelv.  if  this  doesn't  make  of  the  Secretarv  of  HEW  a  medical 
czar  it  at  least  makes  of  him  a  medical  crown  prince. 

The  coercive  character  which  is  integral  to  the  successful  operation 
of  a  bill  so  broad  and  so  deep  as  H.R.  6675  is  most  dramatically 
delineated  in  the  relationship  of  the  Secretary  of  HEW  to  the  various 
States  concerning  "Grants  to  States  for  medical  assistance  programs." 

The  authoritarian  "comply  or  else"  position  of  the  HEW  Secretary 
in  regard  to  the  development  of  such  progTams  is  shown  in  section 
1903(3)  : 

The  Secretary  shall  not  make  payments  under  the  preceding  provisions  of 
this  section  to  any  State  unless  the  State  makes  a  satisfactory  showing  that 
it  is  making  efforts  in  the  direction  of  broadening  the  scope  of  the  care  and 
services  made  available  under  the  plan  and  in  the  direction  of  liberalizing  the 
eligibility  requirements  for  medical  assistance,  with  a  view  toward  furnishing 
by  July  1,  1975,  comprehensive  care  and  services  to  substantially  all  individuals 
who  meet  the  plan's  eligibility  standards. 

Here  is  a  plain  case  where  the  HEW  Secretary  "cracks  the  whip" 
and  the  States  "jump"  or  lose  the  Federal  payments  which  would  be 
a  key  part  of  their  medical  assistance  programs. 

I  believe  there  is  something  extremely  monopolistic  and  possiblj 
illegal  about  section  1842(b)  (1)  which  concerns  the  use  of  carriers, 
such  as  Blue  Cross,  for  the  administration  of  benefits  under  the  pro- 
posed Supplementary  Health  Insurance  Program  for  the  Aged  (part 
B ) .  This  section  reads : 
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Contracts  with  carriers  under  subsection  (a)  may  be  entered  into  without 
regard  to  section  3709  of  the  Revised  Statutes  or  any  other  provision  of  law 
requiring  competitive  bidding. 

I  understand  by  this  section  that  the  Secretary  of  HEW  can  simply 
decide  to  give  to  a  carrier  of  his  choosing  large  administration  con- 
tracts without  going  through  the  competitive  bidding  process  which 
has  been  devised  over  the  years  as  the  fairest  way  known  for  the  Fed- 
eral Government  to  deal  with  private  groups  bidding  for  public 
business.  I  believe  such  an  exemption  is  contrary  to  governmental 
concepts  which  prohibit  monopoly  and  foster  free  competition,  as 
exemplified  by  the  antitrust  laws. 

Finally,  I  must  deplore  the  fact  the  passage  of  H.E.  6675  would 
represent  another  giant  step  toward  centralization  of  more  and  more 
of  our  national  life  in  Washington.  Hospital  and  medical  care  is  a 
very  personal  type  of  relationship.  As  such,  regional  and  local  pat- 
terns of  living  must  be  observed  if  such  care  is  to  be  most  effective. 
Ways  of  doing  things  and  of  grouping  people  in  hospitals  and  nursing 
homes  that  might  be  completely  satisfactory  in  one  part  of  the  coun- 
try, with  its  particular  set  of  customs  and  mores,  might  cause  difficult 
social  relationships  if  applied  in  other  sections  of  the  Nation  where 
the  customs  and  mores  are  different.  But  H.R.  6675  makes  no  pro- 
vision for  varying  local  and  regional  traditions — it  will,  in  effect, 
"nationalize"  all  hospital  care — at  least  for  the  aged — ^^to  one  concept 
and  one  standard  developed  in  Washington. 

In  view  of  the  antagonisms  and  strife  that  have  been  fermenting  in 
our  Nation  for  many  years  in  the  area  of  human  relations  I  think  sober 
consideration  should  be  given  to  any  Federal  proposals  that  would 
accelerate  rather  than  inhibit  such  fermentation. 

Thank  you  for  your  kindness  in  listening  to  my  comments  on  H.R. 
6675. 

Senator  Gore  (presiding) .  Thank  you,  Mr.  Coleman. 
This  concludes  the  public  hearings  on  the  bill. 
The  committee  will  commence  executive  consideration  of  the  bill  , 
on  Tuesday,  May  25. 
We  stand  adjourned. 

(By  direction  of  the  chairman,  the  following  is  made  a  part  of 
the  record :) 

Statement  of  National  Pharmaceutical  Council,  Inc.,  New  York,  N.Y. 
(Submitted  by  Newell  Stewart) 

Mr.  Cbairman  and  members  of  the  committee,  The  National  Pharmaceutical 
Council,  Inc.,  is  an  organization  composed  of  25  companies  engaged  principally 
in  the  manufacture  of  prescription  drugs.  It  was  created  to  assure  the  public 
of  high-quality  pharmaceuticals  by  promoting  optimum  professional  standards 
at  the  manufacturing,  distributing,  and  dispensing  levels.  The  council  adheres 
to  the  principle  that  the  physician's  prerogative  to  perscribe  a  precise  drug  for  his 
patient  be  held  inviolate,  and  one  of  its  aims  is  to  assure  proper  methods  and 
procedures  so  that  a  patient  vrill  receive  the  specific  drug  or  brand  of  drug  that 
is  ordered  by  his  physician. 

The  council  respectfully  urges  that  (1)  the  definition  of  the  term  "drugs"  and 
the  term  "biologicals"  as  presently  set  forth  in  section  1806(j)  of  S.  1  be  changed 
and  (2)  the  provisions  concerning  the  determination  of  cost  of  services  in  section 
1809(b)  be  amended  for  the  reasons  and  in  the  manner  set  forth  below. 

It  is  the  firm  belief  of  the  National  Pharmaceutical  Council  that  legislation 
should  not  interfere  in  any  way  with  the  practice  of  medicine  or  the  manner  in 
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whicli  medical  services  are  provided.  Section  1801  of  S.  1  recognizes  this  principle 
5by  stating : 

"Nothing  in  this  title  shall  be  construed  to  authorize  any  Federal  officer  or 
-employee  to  exercise  any  supervision  or  control  over  the  practice  of  medicine 
or  the  manner  in  which  medical  services  are  provided  *  *  *  or  to  exercise  any 
I      supervision  or  control  over  the  administration  or  operation  of  any  such  hospital, 
facility,  or  agency." 

The  National  Pharmaceutical  Council  further  believes  that  a  corollary  of 
1  this  principle  is  that  a  physician's  determination  of  the  drug  to  be  administered 
to  his  patient  should  be  made  on  the  basis  of  what  he  believes  to  be  the  best, 
I  specific  medication  for  his  patient  and  not  by  the  predetermined  availability  of  a 
I  limited  number  of  drugs  listed  in  a  compendium  of  drugs  or  selected  by  a 
i  committee  of  other  physicians,  nor  should  the  physician's  determination  of  the 
I  drug  to  be  administered  be  influenced  by  the  amount  of  reimbursement  to  be 
jj     made  to  the  provider  of  services. 

For  these  reasons  the  council  urges  that  section  1806(j)  be  changed  to  read  as 
'     follows : 

j  "(j)  The  term  'drugs'  and  the  term  'biologicals',  except  for  purposes  of  subsec- 
tion (g)  (5)  of  this  section,  include  such  drugs  and  biologicals  as  are  ordered 
or  prescribed  by  the  attending  physician  on  the  medical  staff  of  a  hospital  having 
an  agreement  in  effect  under  section  1810."  and  that  section  1809(b)  be  amended 
by  adding  the  following  words  immediately  following  the  first  sentence  of  this 
section  which  ends  with  the  word  "agencies"  ;  "Except  as  provided  in  subsection 
(c)  (1)  of  this  section,  costs  for  items  or  services  furnished  a  patient  shall  be 
deemed  to  be  reasonable  if  they  are  ordered  or  prescribed  by  the  patient's  physi- 

1  cian  for  medical  reasons,  and  if  such  costs  do  not  exceed  the  amount  customarily 
charged  by  the  provider  of  services  to  persons  not  subject  to  this  title." 


Federation  of  Citizens  Associations  of  the  District  of  Columbia 

il 

'i  ( Submitted  by  John  R.  Immer,  President) 

The  health  committee  of  the  Federation  of  Citizens  Associations  on  February  23, 

\  1965,  voted  unanimously  in  expressing  opposition  to  medicare  for  the  aged 

I  under  Social  Security  because  its  members — only  one  of  them  a  physician — ■ 

|i  believe  that  under  this  sort  of  regime  medical  care  would  be  extremely  costly 

Ij  and  would  unnecessarily  increase  payroll  deductions  far  beyond  current  rates. 

i  It  believes  that  under  State  and  locally  administered  programs,  with  Federal 
jj  help,  those  actually  in  need  would  be  better  served  and  the  quality  of  medical 
I  service  would  be  better.    It  therefore  adopted  the  following  resolution  : 

ii  "Be  It  Resolved  That  the  Federation  of  Citizens  Associations  of  the  District  of 
ji  -Columbia  does  support  and  approve  the  bill  H.R.  3727  introduced  by  Congressmen 

Herlong  and  Curtis  and  known  as  the  eldercare  bill,  for  the  following  reasons : 
"1.  No  elderly  person  needing  health  care  shall  be  denied  because  of  inability 
i    'to  pay. 

"2.  It  is  appropriate  that  Government  revenues  be  used  to  finance  health  care 
when  other  resources  have  been  found  to  be  inadequate. 
'       "3.  Every  level  of  government — municipal,  county.  State,  and  Federal — should 
assume  a  responsible  share  in  financing  such  programs. 

"4.  The  health  care  provided  by  the  programs  should  be  adequate  and  should  be 
I    e<iual  in  quality  to  that  available  to  those  who  can  pay. 

"5.  Maximum  use  should  be  made  of  voluntary  prepayment  and  insurance 
j;  mechanisms. 

!  "6.  Administration  of  such  a  program  should  be  the  responsibility  of  State 
governments.  Participating  States  should  be  required  to  meet  adequate  stand- 
ards of  administration  in  order  to  qualify  for  Federal  funds. 

^  "7.  Eligibility  requirements  for  benefits  should  be  fair,  realistic,  uncomplicated, 
and  practical. 

"8.  Any  such  health  care  program  should  provide  funds  only  and  not  direct 
I  services. 

'  "9.  Funds  for  such  programs  should  come  from  general  tax  revenues  and  not 
from  Social  Security." 

Approved  by  the  federation  February  25, 1965. 

Dr.  Edward  A.  Kane, 
Hanson  T.  Perkins,  M.D., 
I  Cochairmen,  Health  Committee. 

(  Mrs.  Edward  B.  Morris,  Secretary. 

i 
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Texas  Academy  of  General  Practice,  Tarrant  County  Chapter,  Fort  Worth^ 
Tex.,  in  Opposition  to  Compulsory  Social  Insurance  Medicine 

Whereas  in  June  1961  the  American  Medical  Association  House  of  Delegates 
passed  the  Bauer  statement  which  reads  as  follows  : 

"The  House  of  Delegates  believes  that  the  medical  profession  will  see  to  it 
that  every  person  receives  the  best  available  medical  care  regardless  of  his  ability 
to  pay  ;  and  it  further  believes  that  the  profession  will  render  that  care  according 
to  the  system  it  believes  is  in  the  public  interest ;  and  that  it  will  not  be  a  willing 
party  to  implementing  any  system  which  we  believe  to  be  detrimental  to  the 
public  welfare." 

Whereas  it  has  become  apparent  that  compulsory  social  insurance  medicine 
will  be  a  part  of  whatever  omnibus  health  care  or  social  security  bill  is  offered 
this  Congress ;  and 

Whereas  the  built-in  controls  in  any  such  system  would  make  hospitals, 
patients,  and  physicians  subordinate  to  the  Secretary  of  Health,  Education,  and 
Welfare ;  Therefore  be  it 

Resolved  That  each  of  the  members  of  the  Tarrant  County  Academy  of  General 
Practice  is  urged  to  refuse  to  be  a  party  to  any  such  regimentation;  and  be  it 
further 

Resolved  That  the  membership  is  also  urged  to  call  this  resolution  to  the  atten- 
tion of  colleagues,  hospital  administrations,  and  the  public. 
Passed  in  regular  meeting  March  17, 1965. 


Association  of  Minnesota  Internists  Resolution  and  Letter 

Minneapolis,  Minn,,  March  24, 1965. 

Senator  Walter  F.  Mondale, 
U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Mondale  :  Thank  you  very  much  for  your  thoughtful  reply  to 
my  letter  some  time  back  in  reference  to  the  proposal  on  national  health  legisla- 
tion by  the  Association  of  Minnesota  Internists.  You  may  be  interested  to  know 
that  the  House  of  Delegates  of  the  American  Society  of  Internal  Medicine  (the 
society  is  comprised  of  8,000  physicians )  wholeheartedly  approved  our  resolution 
even  though  it  was  accused  by  one  member  of  being  socialistic  (I  am  sure  you 
are  aware  it  is  not  a  program  for  socialized  medicine  even  though  it  does  contain 
a  comprehensive  proposal  for  health  care  for  catastrophic  illness  for  the  entire 
population).  We  now  face  the  difficult  task  of  getting  our  proposal  accepted 
by  the  American  Medical  Association  which,  as  you  know,  is  committed  to  the 
support  of  the  so-called  eldercare  bill.  We  do  feel  our  proposals,  frankly,  are 
superior  to  either  or  both  the  Herloug-Curtis  and  the  King-Anderson  bill,  and 
although  it  is  obviously  true  we  are  extremely  late  with  our  proposal,  we  still 
feel  that  we  would  be  amiss  if  we  did  not  try.  We  will  be  extremely  grateful  to 
you  if  you  will  ask  your  colleagues  in  the  Senate  what  they  think  of  our  proposals, 
and  let  us  know  their  suggestions.  We  feel  we  are  in  an  unusual  position  to  help 
influence  medical  opinion,  but  before  we  embark  on  an  intensive  program  of  so 
doing,  we  want  to  be  sure  that  our  proposals  are  workable. 
Sincerely, 

C.  E.  Lindemann,  M.D., 
Chairman,  Medical  Liaison  Committee, 

Association  of  Minnesota  Internists. 

Resolution  1,  Association  of  Minnesota  Internists  To  Be  Presented  at  the 
1965  ASIM  National  Convention 

Whereas  legislation  is  presently  pending  in  the  Congress  of  this  Nation  which 
will,  if  passed  into  law,  drastically  affect  the  practice  of  medicine ;  and 

Whereas  the  overwhelming  preponderance  of  practicising  physicians  in  this 
country  have  indicated  their  dissatisfaction  with  some  principles  embodied  in  the 
aforesaid  legislation ;  and 

Whereas  the  Association  of  Minnesota  Internists  embarked  on  a  program  of 
evaluation  of  national  health  legislation  approximately  9  months  ago,  for  the 
purpose  of  proposing  action  on  the  part  of  ASIM  during  1965 :  Therefore,  be  it 

Resolved,  That  the  American  Society  of  Internal  Medicine  proceed,  with  the 
utmost  diligence,  to  formulate  its  own  policy  as  to  national  health  legislation, 
with  such  policy  to  embody  all  parts  of  the  following  recommendations  which, 
after  additional  careful  study  on  a  national  level,  are  proven  to  be  workable  in 
solving  the  Nation's  health  problems. 


SOCIAL  SECURITY 


1063 


RECOMMENDATIONS 

1.  National  health  legislation  policies  can  be  soundly  formulated  only  througti 
careful  correlative  studies,  involving,  at  the  very  least,  representatives  of  the 
Goverenment,  the  insurance  industry,  and  the  medical  profession.  Because  of 
this,  it  is  deemed  advisable  that — 

(a)  Representatives  of  ASIM  seek  liaison  w^ith  interested  individuals  in  other 
fields  related  to  the  problems  concerned  in  the  further  development  of  all  im- 
portant concepts. 

(&)  The  American  Medical  Association  encourages  the  study  and  formulation 
of  ideas  on  the  matter  among  members  of  the  profession.  Because  of  this,  the 
American  Society  of  Internal  Medicine  has  the  unparalleled  opportunity  of  using 
its  unique  concentration  on  socioeconomic  matters  toward  solving  the  biggest 
problem  of  the  medical  profession  during  the  20th  century.  Once  formulated,  the 
findings  and  conclusions  of  ASIM  should  be  submitted  to  the  governing  bodies  of 
the  AMA  in  a  timely  manner,  in  order  that  organized  medicine  can  utilize  what 
is  meritorious  therein  in  presenting  its  case  to  Congress  and  the  American  people. 

(c)  It  is  specifically  recommended  that  Members  of  Congress  be  enjoined  to 
hold  a  national  conference  on  health  legislation,  with  representatives  from  all 
involved  groups  present,  prior  to  the  passage  of  any  pending  legislation  on  health 
insurance,  in  order  that  such  can  embody  the  experiences  of  each. 

2.  Whereas  the  target  of  most  national  health  legislation  proposals  has  been 
those  Americans  over  an  arbitrarily  selected  age,  the  real  problem  created  by 
the  advances  in  medical  science  consists  in  the  overwhelming  costs  of  protracted, 
severe  illness  wherever  it  may  strike.  In  order  for  a  solution  to  this  problem 
to  be  truly  effective,  it  cannot  direct  its  efforts  tow^ard  a  part  of  the  problem ;  it 
must  seek  to  protect  all  Americans  when  catastrophe  strikes.  As  a  consequence, 
ASIM  should  depart  from  the  existing  pattern,  and  seek  a  national  policy  of 
medical  insurance  for  all  who  fall  victim  to  overwhelming  medical  expense. 

3.  In  a  like  sense,  there  is  no  wisdom  in  affording  protection  in  situations  where 
need  is  nonexistent.  Doing  so  would  be  open  invitation  to  overusage.  There  is 
no  evidence  that,  in  the  United  States,  there  is  a  need  for  Federal  legislation 
;to  provide  for  medical  expense  coverage  for  either  short-term  medical  care,  or 
for  the  ordinary  routine  care  of  the  common  chronic  illnesses.  The  indigent  are 
-covered  by  existing  Federal  and  State  laws,  and,  if  any  such  need  exists,  it  can 
most  efficaciously  be  taken  care  of  by  extending  them.  New  health  legislation 
should  be  directed  toward  major  medical  expense  alone,  and  ASIM  should  pursue 
such  a  direction. 

4.  At  the  present  time,  private  health  insurance  is  available  which  protects 
its  beneficiaries  from  medical  expenses  beyond  a  minimal  deduction  and  up  to 
maximums  of  $10,000  to  $15,000.  Such  coverage  would  appear  to  characterize 
the  real  needs  of  the  American  people  generally. 

While  it  is  not  within  the  province  of  a  group  of  physicians  alone  to  set  the 
deductible  amount  which  the  overwhelming  preponderance  of  Americans  could 
sustain  in  a  short  time,  such  a  figure  would  appear  to  be  between  $300  and  $500. 
Coverage  of  the  above  type,  for  a  family  of  two  adults  and  two  children,  covering 
an  illness  for  a  period  up  to  3  years,  would  cost  the  average  wage  earner  about 
iy2  percent  of  his  monthly  income. 

Since  the  goal  of  this  program  is  to  include  all  people,  some  of  whom  may  not 
be  eligible  under  existing  coverage  through  private  insurers,  the  Government 
must  assume  some  fiscal  responsibility  for  collection  and  distribution  of  premiums. 

5.  The  relationships  between  the  degree  of  governmental  regulatory  control  of 
medical  facilities  and  medical  costs  has  a  long  record  of  direct  proportionality. 
Because  costs  of  government  at  all  levels  are  approaching  their  limits  of  tolerance, 
and  because  medical  expenses  on  a  national  basis  could  severely  aggravate  such 
a  condition,  it  would  appear  to  be  sound  policy  to  limit  the  role  of  the  Federal 
Government  to  that  minimal  one  commensurate  with  success  of  the  plan.  In  our 
opinion,  this  role  v\^ould  include  the  following  : 

(a)  In  order  to  get  all  people  into  the  program,  it  appears  necessary  that  sub- 
scription be  compulsory.  The  Government  is  best  equipped  to  accomplish  this 
through  the  use  of  the  income  tax  agencies.  Along  with  tax  payments,  payments 
can  be  made  for  health  insurance.  The  simplest  method  of  allowing  individuals 
to  procure  their  own  insurance  thereafter  would  appear  to  be  the  return  to  the 
taxpayer  (or  income  tax  return  filer)  of  a  certificate  from  the  Internal  Revenue 
Bureau,  which  he  could  use  to  procure  his  choice  of  private  major  medical  insur- 
ance. As  will  be  seen  later,  such  a  choice  can  be  of  considerable  impoilance  in  a 
plan  covering  citizens  of  all  ages. 
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(&)  A  special  fund,  perhaps  labeled  as  the  "tax  insurance  fund,"  would  be  set 
up  nationally  as  a  depository  for  healtli  insurance  payments  made  to  the  Govern- 
ment, with  premiums  paid  from  such  funds  to  insurance  carriers  as  health  plan 
certificates  are  turned  in  by  them.  This  fund  would  be  under  governmental 
control.  It  seems  possible  that,  during  an  initial  adjustment  period,  moneys 
from  the  general  fund  would  be  needed  as  supplements  to  the  tax  insurance  fund, 
until  experience  ratings  determined  the  true  costs  involved.  After  an  experience 
period,  the  tax  increment  paid  by  individuals  would  equal  the  value  of  certificates, 
plus  an  additional  amount  needed  to  cover  insurance  company  losses  in  providing 
such  coverage. 

(c)  In  turn,  private  insurance  companies  participating  in  the  program  would 
establish  a  reinsurance  pool  amongst  themselves.  This  pool  would  be  ad- 
ministered, collectively,  by  them,  and  the  companies,  individually  and  collec- 
tively, would  report  to  and  share  in  the  experience  of  the  reinsurance  pool  on 
all  coverage  provided  under  the  proposal. 

If  benefit  payments  plus  expenses  of  the  private  insurers,  as  reflected  in  the 
operation  of  the  reinsurance  pool,  exceed  the  premiums  collected,  the  Government 
would  subsidize  the  reinsurance  pool  from  moneys  held  in  the  tax  insurance 
fund  (or  taken  from  the  general  fund).  As  experience  under  the  program 
emerges  over  a  period  of  years,  the  individual  contribution  level  would  be 
adjusted  to  reflect  the  actual  benefit  costs  plus  administrative  expenses  incurred 
in  providing  the  coverage. 

6.  In  order  to  prevent  overutilization  of  medical  service  after  payment  of  the 
initial  deductible  amount,  it  would  appear  wise  to  include  a  coinsurance  feature 
in  all  coverage.  Such  a  feature  would  entail  payment  by  the  insured  of  a  sm.all 
part  of  additional  costs.  How  such  payments  should  be  applied  might  best 
await  the  development  of  this  concept  by  insurance  experts.  As  an  example, 
however,  the  individual  might  be  expected  to  pay  20  percent  of  the  cost  of  the 
first  thousand  dollars ;  10  percent  of  the  cost  of  the  next  thousand,  etc. 

7.  Coordination  between  the  compulsory  major  medical  program  and  other 
aspects  of  private  health  insurance  as  presently  established  is  a  factor  of  con- 
siderable significance  in  the  formulation  of  such  a  program. 

(a)  Private  industrial  corporations  have  already  established  extensive  group 
health  insurance  plans  for  their  employees.  Where  such  plans  exist,  major 
medical  premiums  under  the  above  plan  can  be  used  to  supplement  them :  either 
by  extending  such  coverages  or  otherwise. 

(h)  By  combining  compulsory  major  medical  with  other  types  of  coverage, 
private  carriers  could  continue  to  maintain  a  competitive  relationship  with  each 
other,  to  the  public's  benefit. 

8.  From  the  standpoint  of  what  medical  services  would  be  included  in  the 
coverage  of  major  medical  insurance,  a  number  of  factors  are  of  importance. 
These  include  the  following : 

(a)  It  would  appear  reasonable  to  cover  charges  by  qualified  physicians,  both 
in  the  hospital  and  out  of  it.    This  is  true  because — 

(1)  While  most  ofiice  charges  would  be  unlikely  to  exceed  the  deductible 
amount,  followup  care  after  discharge  from  a  hospital  would  be  in  excess 
of  the  deduction. 

(2)  Under  currently  existing  private  health  care  plans,  there  is  an  un- 
deniable waste,  due  to  the  fact  that  hospitalization  occurs  so  that  patients 
may  be  covered  by  their  insurance.  Were  coverage  for  office  charges  to 
be  a  part  of  such  plans,  the  public  would  be  saved  the  cost. 

(3)  There  is  a  real  possibility  that,  if  Government-sponsored  and  other 
insurance  plans  were  to  cover  the  hospital  but  not  the  office,  private  prac- 
titioners would  be  forced  to  forfeit  income  to  hospitals,  and  patient  care 
would  degenerate  through  substitution  of  the  hospital-employed  doctor  for 
the  private  physician. 

(b)  Hospital  and  nursing  home  care,  which  comprise  the  greatest  expense 
among  modern  medical  costs,  would  necessarily  be  covered  under  the  plan. 

(c)  Home  nursing  care,  properly  supervised  and  developed,  can  readily  serve 
as  a  means  of  precluding  hospitalization.  They  should  be  included  and  en- 
couraged as  part  of  the  health  care  plan. 

(d)  The  costs  of  drugs  and  appliances  prescribed  by  physicians  outside  of  the 
hospital  should  probably  be  included  in  the  plan,  though  such  might  well  need 
more  careful  study  and  regulation  than  other  aspects  of  care. 

9.  Utilization  review  boards,  on  a  hospital  staff  basis,  are  becoming  a  significant 
factor  in  the  practice  of  medicine,  and  are  a  healthy  development  when  kept 
within  the  profession,  whether  connected  with  Government-sponsored  health 
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insurance  or  not.  They  should  be  developed  within  the  profession,  and  cannot 
logically  include  lay  people,  who  cannot  judge  the  merit  of  medical  procedures, 
and,  therefore,  could  only  add  confusion  to  the  functioning  of  such  groups. 

10.  In  strict  contrast,  provisions  in  pending  legislation  in  Congress  provide  for 
granting  certain  powers  of  discretion  as  to  utilization  to  the  Secretary  of  HEW 
and,  through  him,  to  State  health  agencies.  They  also  provide  for  the  creation 
of  a  Hospital  Insurance  Advisory  Council  to  assist  the  Secretary.  It  would 
appear  that  such  powers  and  appointments  are  both  inadvisable  and  unnecessary 
under  our  proposed  plan  for  the  following  reasons : 

(a)  The  primary  purpose  of  national  health  legislation  at  this  time  is  to 
alleviate  financial  disasters  to  people  created  through  medical  expenses.  There 
is  no  indication  that  existing  regulations,  within  the  profession  and  outside  of 
it,  are  not  adequate  for  tlie  policing  of  the  care  doctors  are  giving  their  patients. 

(&)  If  overutilization  is  a  matter  for  consideration,  a  serious  look  at  its 
presence  or  absence  in  Government-sponsored  institutions  should  serve  as  a 
guide  to  the  capabilities  of  Government  agencies  in  this  regard. 

(c)  The  presence  of  a  deductible  amount  and  of  a  coinsurance  clause  in 
Government-sponsored  health  coverage,  such  as  is  recommended  in  our  pro- 
posal, is  far  more  effective  in  curbing  overutilization  than  are  Government 
boards  and  councils  devoted  to  this  matter. 

11.  Summary :  The  prime  target  of  national  health  legislation  should  be  de- 
termined initially  before  such  legislation  is  passed  into  law.  It  is  our  contention 
that  this  target  must  be  the  amelioration  of  financial  disasters,  following  in  the 
wake  of  catastrophic  illness,  and  that  previously  recommended  concepts  have 
been  aiming  v^^ide  of  the  mark.  Our  recommendations  have  been  made  with  the 
thought  of  covering  the  need,  the  whole  need,  and  nothing  but  the  need.  It  is 
our  opinion  that,  if  such  a  policy  is  adhered  to,  in  any  consideration  as  to  health 
legislation,  the  public  welfare  will  be  maximally  benefited  and  minimally  harmed. 


Geo.  a.  Hoemel  &  Co., 
Austin,  Minn.,  April  8, 1965. 

Re  H.R.  6675  (medicare) . 
Senator  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 
Senate  Office  Building  ,Washington,  D.G. 

Dear  Senator  Byrd  :  This  bill,  as  reported  out  of  the  House  Ways  and  Means 
Committee,  contains  a  provision  which  we  regard  as  unwise.  We  bring  the 
matter  to  your  attention  since,  after  passage  by  the  House,  the  bill  will  doubtless 
be  considered  by  your  committee. 

As  you  know,  the  present  social  security  law  provides  for  the  payment  of 
benefits  to  coverd  individuals  who  have  been  disabled  for  a  period  of  6  months 
and  v/ho  are  determined  to  be  permanently  disabled.  H.R.  6675  would  make 
these  payments  available  without  any  determination  of  permanent  disability. 

Our  company,  through  union  negotiation,  has  made  provisions  to  pay  disabled 
employees  70  percent  of  base  pay  for  up  to  a  full  year.  Other  companies  have 
similar  provisions.  In  fact,  in  the  packing  industry  generally  benefits  of  this 
nature  are  payable  for  a  period  of  time  equal  to  2  weeks  for  each  year  of  service. 

After  the  first  6  months  of  disability,  if  an  employee  is  able  to  receive  not  only 
70  percent  of  his  base  pay  but  also  disability  pay  under  the  social  security  system, 
he  has  almost  no  incentive  to  return  to  work.  In  our  view  this  is  a  most  un- 
desirable result.  It  could  be  avoided  completely  by  the  maintenance  of  the 
present  requirement  of  a  determination  of  permanent  disability  before  the  em- 
ployee becomes  entitled  to  disability  benefits  under  the  social  security  law. 

We  urge  your  careful  consideration  of  this  particular  proposal  to  change  the 
social  security  law.    We  think  it  is  a  far-reaching  change,  the  full  implications 
of  which  are  easily  overlooked. 
Yours  very  truly, 

I.  J.  HoLTON,  Secretary. 


The  Page  Milk  Co., 
Merrill,  Wis.,  April  10, 1965. 

Senator  Harry  F.  Byrd, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd:  It  has  come  to  our  attention  that  a  provision  was 
inserted  in  H.R.  6675  in  the  House  Ways  and  Means  Committee  without  public 
discussion,  and  probably  without  too  much  information  being  released  in  regard 
to  it.    I  have  reference  to  the  liberalized  definition  of  "total  disability". 
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As  I  understand  this  matter,  the  new  H.R.  6675  provides  that  disability  pay- 
ments may  be  made  to  an  insured  worker  who  has  been  disabled  for  at  least  6 
calendar  months,  even  though  there  is  every  reason  to  believe  that  he  will 
recover  in  the  reasonably  near  future.  I  believe  the  provision  also  is  such  that 
the  disability  payments  would  be  made  to  him  even  though  the  disability  arose 
out  of  employment  and  he  was  being  paid  workmen's  compensation. 

Aside  entirely  from  all  other  aspects  of  H.R.  6675,  I  would  urgently  request 
that  you  and  your  committee  take  action  to  remove  this  measure  liberalizing 
this  total  disability  but,  at  the  very  least,  I  would  urge  that  disability  benefits 
not  be  applicable  where  the  worker  receives  vv^orkmen's  compensation  benefits. 

I  would  further  raise  the  question  about  the  provision  in  this  bill  as  to  who 
determines  the  disability  and  how  and  when  determination  can  be  made  at  the 
end  of  disability. 

In  summary,  this  provision  in  the  bill  provides  an  undesirable  liberalization  of 
permanent  disability,  distorting  it  entirely  out  of  reality.  The  provision  opens 
the  door  to  a  very  dangerous  dual-benefit  situation,  which  can  result  in  greater 
incentive  to  the  employee  to  malinger  and,  at  the  same  time,  it  can  result  in 
serious  weakening  of  State  workmen's  compensation  law  as  we  know  it  today. 

Again,  I  would  urge  that  you  and  your  committee  remove  this  provision  from 
the  bill  while  it  is  before  you. 
Yours  very  truly, 

Geo.  B.  Page. 


Associated  Baby  Services,  Inc., 

New  York,  N.Y.,  April  12, 1965. 

Re :  Section  303,  H.R.  6675 

Hon.  Harry  F.  Byrd, 

Senate  Office  Building,  Washington,  D.O. 

Sir:  The  above  section  relative  to  disability  benefits  should  be  eliminated 
unless  workmen's  compensation  benefits  are  offset  against  disability  benefits 
under  the  social  security  program. 

The  amendment  would  create  two  "monsters,"  one  of  idleness  and  one  or 
unnecesarily  increased  payroll  tax  and  insurance  costs  to  be  borne  by  the 
employer. 

The  loss  of  incentive  to  return  to  work  on  part  of  the  disabled  person  which 
would  surely  result  from  receipt  of  benefits  in  excess  of  his  normal  net  pay 
would  be  a  great  loss  to  the  community. 
Very  truly  yours, 

Richard  H.  Krakaur,  Controller. 


DoArER,  Ohio,  April  11,  1965. 

Senator  Harry  Flood  Byrd, 
Washington,  D.G. 

Dear  Senator  :  As  the  long-standing  watchman  over  our  purse  I  wish  to  make 
a  few  comments  to  you  regarding  the  current  health  bill. 

First  of  all  I  see  no  need  for  governmental  aid  even  to  people  over  65  unless 
they  are  in  need.  As  treasurer  of  a  local  nonprofit  hospital  of  about  150  beds 
I  know  that  already  about  70  percent  of  people  over  65  have  provision  made 
for  their  health  needs  through  Blue  Cross,  insurance,  or  workmen's  compensation. 
And  at  least  until  the  cost  is  indicated  by  a  trial  on  those  who  need  help,  I 
leel  we  should  go  slow  lest  we  undertake  something  that  will  cost  too  much. 

Secondly,  as  treasurer  of  a  hospital  I  am  concerned  with  the  solvency  of 
hospitals  under  the  current  plan.  Unless  payment  to  hospitals  covers  deprecia- 
tion, obsolescence  and  something  for  bad  bedts  as  well  as  direct  costs,  the  hos- 
pitals will  be  in  trouble.  Depreciation — as  hospitals  must  be  constantly  rebuilt. 
Obsolescence — because  with  the  rapid  changes  in  medical  technology  equipment 
must  be  dropped  and  new  purchased  to  properly  serve  the  public.  And  part  of 
the  bad  debts — for  with  individuals  having  to  meet  the  first  $40  of  $50  of  the 
bill,  hospitals  will  stand  a  loss  on  much  of  that  amount.  A  substantial  part  of 
hospital  loss  is  from  inability  to  collect  the  small  balance  due  from  Blue  Cross 
patients,  and  the  difference  between  the  patient's  insurance  and  billed  charges. 

Also  consider  how  the  bill  would  alfect  people  carrying  Blue  Cross  to  cover 
his  family  when  the  patient  is  over  65,  but  wife  and  children  younger. 
Very  truly, 

Thomas  L.  Kane, 
Treasurer  Union  Hospital  Board. 
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Cambridge,  Mass.,  April  13, 1905. 

Senator  Harry  Flood  Byrd, 

Chairman,  Senate  Committee  on  Finance,  Senate  Office  Building,  Washington, 
D.C.  ' 

Dear  Senator  Byrd:  I  am  writing  to  you  with  regard  to  H.R.  6675  which 
passed  the  House  of  Representatives  a  few  days  ago.  The  following  comments 
are  on  H.R.  6675  as  introduced  by  Mr.  Mills.  I  am  assuming  that  the  bill 
passed  by  the  House  is  essentially  the  same  as  that  which  was  introduced  by 
Mr.  Mills.  I  would  like  to  comment  on  two  titles:  (1)  amendments  proposed 
as  new  title  XIX  entitled  Grants  to  States  for  Medical  Assistance,  pages  124- 
146;  and  (2)  title  II  of  H.R.  6675,  Other  Amendments  Related  to  Health  Care. 

NEW  TITLE  XIX  I  GRANTS  TO  STATES  FOR  MEDICAL  ASSISTANCE  PROGRAMS,  PAGES 

124-146 

In  general  may  I  say  that  I  am  glad  H.R.  6675  does  extend  medical  assistance 
to  children  and  families  that  come  under  "aid  to  families  with  dependent  chil- 

cireu"  title  IV  of  the  Social  Security  Act — as  well  as  the  aged,  the  blind,  and 

the  disabled.  Since  returning  to  my  native  State  of  Massachusetts,  I  have 
had  an  opportunity  as  chairman  of  the  Massachusetts  Committee  on  Children 
and  Youth  to  learn  a  good  deal  about  what  happens  to  children  under  the 
Social  Security  Act  programs.  We  are  making  some  pilot  studies  in  two  areas 
of  the  health  supervision  and  medical  care  that  are  received  by  children  and 
it  is  our  intention  in  the  not-too-far-distant  future  to  make  more  extensive 
studies  in  this  field.  I  am,  however,  convinced  that  much  can  be  done  to 
improve  the  scope  and  quality  of  the  health  supervision  and  medical  care 
provided  for  these  who  are  some  of  our  most  deprived  children. 

One  of  the  major  problems,  as  I  review  the  situation  here  and  elsewhere 
in  the  country,  is  that  programs  in  most  States  do  not  provide  for  a  well- 
worked-out  organized  program  and  plan  of  providing  health  supervision  and 
medical  care  for  these  families.  Until  such  an  organized  program  is  developed 
in  each  State  to  which  the  mothers  of  these  families  can  turn  for  advice  and 
help  whether  their  children  are  well  or  sick,  it  is  not  to  be  expected  that  good 
preventive  care,  as  well  as  good  treatment,  will  be  made  available. 

I  am  writing  to  you  now  to  urge  you  to  make  appropriate  amendments  to 
proposed  title  XIX  of  the  Social  Security  Act — Grants  to  States  for  Medical 
■  Assistance  programs — that  will  assure  that  responsibility  for  the  administra- 
tion of  medical  assistance  programs  to  persons  receiving  public  assistance 
under  the  Social  Security  Act  will  be  placed  in  the  State  department  of  public 
health.  This  will,  I  believe,  require  amendments  to  section  1902  of  the  pro- 
posed title  XIX  (pages  125-129)  ofiH.R.  6675. 

Specifically,  I  am  not  satisfied  that  the  provision  of  section  1902(a)  (5)  is 
the  best  method  of  administration  of  a  medical-care  program  for  people  receiv- 
ing public  assistance  under  the  Social  Security  Act.  I  w^ould  recommend  that 
a  new  subsection  be  substituted  that  will  "provide  that  the  State  Department 
of  public  health  shall  administer  or  supervise  the  administration  of  the  State 
plan  for  medical  assistance."  This  would  mean  that  each  State  health  depart- 
ment would  administer  this  program  and  (as  provided  in  section  1902(a)  (9) ) 
would  "provide  for  the  establishment  or  designation  of  a  State  authority  which 
shall  be  responsible  for  establishing  and  maintaining  standards  for  private 
or  public  institutions  in  which  recipients  of  medical  assistance  under  the  plan 
may  receive  care  or  services." 

If  the  State  departments  of  public  health  are  established  as  the  State  agencies 
to  administer  the  State  plans  for  medical  assistance,  provision  should  be  made 
in  the  bill  requiring  the  State  departments  of  public  welfare  (or  other  State 
departments  that  now  administer  titles  I,  IV,  X,  XIV,  or  XVI)  to  certify  to 
the  State  department  of  public  health  for  medical  care  all  persons  receiving 
public  assistance  or  general  relief  under  these  programs.  I  believe  that  all 
other  eligible  individuals  (not  on  public  assistance)  who  are  unable  to  pay  the 
costs  of  medical  care  should  be  in  a  position  to  apply  directly  to  the  State 
department  of  public  health  for  their  medical  care. 

I  am  not  satisfied  that  the  provision  under  section  1902(a)  (4)  at  the  bottom 
of  page  125  and  the  top  of  page  126  for  "utilization  of  professional  medical 
personnel  in  the  administration  and,  where  administered  locally,  supervision 
of  administration  of  the  plan"  would  be  a  sufllcient  safeguard  for  the  provi- 
sion of  high-quality  medical  care  to  the  recipients  of  public  assistance.  If  this 
47-140— 65— pt.  2  35 
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program  of  medical  assistance  is  to  be  of  high  quality,  its  direction  and  super- 
vision should  be  in  the  hands  of  medical  authorities  from  the  top  administrators 
down  to  the  localities  where  care  is  given.  It  is  for  this  reason  I  think  that 
the  State  departments  of  public  health  should  be  given  the  full  administrative 
responsibility  for  these  programs. 

Since  the  public  assistance  titles  of  the  Social  Security  Act  are  under  the 
administrative  authority  of  the  Secretary  of  Health,  Education,  and  Welfare, 
it  would  seem  to  me  quite  possible  that  he  could  work  out  appropriate  respon- 
sibilities for  the  Public  Health  Service,  the  Children's  Bureau,  and  the  Bureau 
of  Family  Services  for  the  administration  of  this  medical  assistance  title  of 
the  act.  The  Children's  Bureau  has  the  know-how  with  respect  to  mothers 
and  children  and  the  experience  in  administering  from  the  Federal  level  pro- 
grams of  medical  care ;  the  Public  Health  Service  has  much  information  and 
knowledge  with  regard  to  the  medical  needs  of  the  aged ;  the  Bureau  of  Family 
Services  has  the  past  experience  of  providing  the  financing  for  medical  care 
of  the  aged  through  the  MAA  program  and  the  other  public  assistance  titles. 
Clearly  the  Public  Health  Service  and  the  Children's  Bureau  together  could 
prepare  appropriate  programs  and  methods  of  administering  this  proposed  new 
medical  assistance  program. 

TITLE  II  :   OTHER  AMENDMENTS  RELATING  TO  HEALTH  CARE 

Part  1:  Maternal  and  child  health  and  crippled  children's  services  (pp.  146-151) 
Section  201  and  section  202. — I  am  in  entire  accord  with  the  provision  to  in- 
crease the  authorization  for  appropriations  for  maternal  and  child  health 
services  and  crippled  children's  services.  I  am  also  in  accord  vv'ith  the  proposal 
that  these  services  be  extended  within  each  State  with  a  view  to  making  them 
available  by  July  1, 1975,  to  children  in  all  parts  of  the  State. 

I  am  assuming  that  this  latter  provision  for  the  statewide  extension  of  the 
services  will  call  for  a  clear  definition  of  what  these  services  should  be.  It 
seems  clear  to  me  that  the  Secretary  under  his  power  to  make  rules  and  regula- 
tion should  outline  the  standards  for  "maternal  and  child  health  services"  and 
"crippled  children's  services"  giving  their  scope,  extent,  character,  and  quality 
of  service  expected. 

I  note  that  in  sections  201(a)  and  202(a)  the  language  originally  proposed 
to  make  the  authorization  for  the  appropriation  for  these  two  services  open 
ended  has  been  deleted  and  a  ceiling  of  $60  million  for  the  fiscal  year  ending 
June  30,  1970,  and  succeeding  fiscal  years  substituted.  I  do  not  believe  that 
such  a  fixed  amount  is  compatible  with  the  provision  for  extending  the  services 
to  children  in  all  parts  of  the  state  by  July  1,  1975.  If  the  latter  provision  is 
to  be  implemented,  and  I  hope  it  will  be,  then  the  authorization  for  appropria- 
tions will  have  to  be  open  ended. 

Section  203. — Training  of  professional  personnel  for  the  care  of  crippled  chil- 
dren.  I  am  in  entire  accord  with  this  proposal. 

Section  204- — ^Specific  project  grants  for  health  of  school  and  preschool 
children  (pp.  149-152). 

On  page  151,  lines  6  to  13,  there  is  a  condition  that  says,  "*  *  *  and  no  such 
project  for  children  and  youth  of  school  age  shall  be  considered  to  be  of  a  com- 
prehensive nature  for  purposes  of  this  section  unless  it  includes  (subject  to  the 
limitation  in  the  preceding  provisions  of  this  sentence)  at  least  such  screening, 
diagnosis,  preventive  services,  treatment,  correction  of  defects,  and  aftercare 
as  may  be  provided  for  in  regulations  of  the  Secretary."  I  do  not  understand 
why  this  condition  is  limited  to  children  and  youth  of  school  age  and  omits 
preschool  children.  I  would  like  to  suggest  that  an  insert  be  added  to  page 
151  that  says,  "and  preschool  children." 

Part  2:  Implementation  on  mental  retardation  planning 

I'm  happy  that  H.R.  6675  provides  for  the  extension  of  section  1701  of  the 
Social  Security  Act  authorizing  planning  to  combat  mental  retardation. 

With  kindest  regards,  I  am, 
Yours  sincerely, 

Martha  M.  Eliot,  M.D. 
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Cambridge,  Mass.,  May  IS,  1965. 

Senator  Harry  F.  Byrd, 

Chairman,  Senate  Committee  on  Finance, 

Senate  Office  Building,  Washington,  B.C. 

Dear  Senator  Syrd  :  Thank  you  for  your  letter  of  April  15,  1965,  in  response 
to  mine  of  April  13  in  which  I  made  comments  on  H.K.  6675  and  proposed 
certain  admendments. 

I  am  writing  now  to  suggest  another  amendment  that  I  regard  as  very  impor- 
tant. 

I  would  strongly  recommend  amending  H.R.  6675,  section  205,  which  provides 
for  special  projects  grants  for  health  of  school  and  preschool  children  by  insert- 
ing on  page  150,  either  in  line  13  after  the  comma  or  in  line  15  after  the  comma, 
the  following  phrase  :  "and  to  any  school  of  public  health." 

I  believe  it  is  urgent  that  our  schools  of  public  health  as  well  as  our  medical 
schools  be  eligible  to  receive  funds  under  these  projects  so  that  the  maternal 
and  child  health  divisions  or  departments  in  such  schools  may  provide  adminis- 
trative leadership  of  high  quality  to  such  projects  under  the  new  section  532  of 
the  Social  Security  Act. 

With  others  here  in  Massachusetts,  including  the  State  department  of  public 
health,  the  Massachusetts  Committee  on  Children  and  Youth,  of  which  I  am 
chairman,  is  examining  the  question  of  how  one  or  more  projects  under  this 
new  program  may  be  established  so  that  comprehensive  health  protection  and 
medical  care  of  truly  high  quality  may  be  made  available  to  the  children  eligible 
for  care  under  the  proposed  program.  I  believe  that  schools  of  public  health 
should  be  named  in  the  bill  as  well  as  medical  schools  as  I  have  suggested  above. 

With  kind  regards,  I  am. 
Yours  sincerely, 

Martha  M.  Eliot,  M.D. 


Southern  Calieornia  Cancer  Center, 

Los  Angeles,  Calif.,  April  1^,  1965. 

The  Hon.  Harry  F.  Byrd, 

Senate  Office  Building,  Washington,  B.C. 

Dear  Senator  Byrd  :  The  Southern  California  Cancer  Center  is  a  nonprofit 
organization  approved  by  the  U.S.  G-overnment  and  local  governments.  It  is 
very  much  interested  in  the  new  medicare  bill  which  is  now  being  proposed, 
H.R.  6675. 

As  a  nonprofit  organization,  one  of  many  in  this  country  approved  by  the 
Federal  G-overnment,  it  seems  logical  that  these  organizations  should  be  included 
if  we  are  to  have  a  medicare  program.  These  nonprofit  organizations  give  treat- 
ment for  many  conditions  and  do  not  necessarily  put  the  patient  to  the  expense 
that  is  encompassed  by  going  to  a  hospital  unless  hospitalizeation  is  necessary. 

I  am  writing  you  to  ask  you  if  you  believe  it  would  be  feasible  to  include  non- 
profit organizations  in  this  new  bill. 

This  letter  is  written  at  the  suggestion  of  our  local  Representative,  the  Honor- 
able Edward  R.  Roybal. 
Sincerely  yours, 

Hugh  F.  Hare.  M.D. 
Victoria,  Tex..  April  11. 1965. 

Senator  Harry  Byrd. 

IJ.S.  Senate,  Washington.  B.C. 

Dear  Senator  Byrd  :  The  Six  Flags  Pharmaceutical  Association  representing 
all  registered  pharmacists  of  Victoria,  Calhoun,  Goliad,  De  Witt  and  Lavaca 
Counties  has  passed  a  resolution  which  states  our  opposition  to  the  House-passed 
H.R.  6675  in  its  present  form. 

Objection  Xo.  1  lies  in  the  fact  that  all  persons  65  years  or  over  would  be 
covererl  for  hospital,  nursing  care,  drugs  and  doctor  fees,  etc..  even  though  many 
of  these  could  well  afford  to  pay  their  own  way.  This  places  a  burden  on  the 
taxpayer  which  should  not  be  there. 

Objection  No.  2  lies  in  the  fact  that  the  cost  of  a  7-percent-across-the-board 
increase  in  social  scurity,  plus  increases  that  will  more  than  double  in  the  years 
to  come  will  also  spiral  the  burden  on  the  taxpayer  and  employers. 


1070 


SOCIAL  SECURITY 


These  increases  in  the  social  security  payroll  tax  on  the  individual  must  also 
be  met  by  the  employer,  thus  making  him  raise  his  prices  to  offset  this  increase 
in  overhead.    This  only  adds  to  the  already  existing  inflation  of  our  economy. 

We  do  therefore  urge  that  you  use  your  influence,  position,  and  vote  to  alter 
or  defeat  H.R.  6675  in  its  present  form  and  find  a  more  economical  plan  of  caring 
for  our  elderly  who  actually  need  help. 
Sincerely  yours, 

William  O.  Moore,  R.  Ph.,  Secretary-Treasurer. 

Six  Flags  Pharmaceutical  Association. 


St.  Louis  8,  Missouri,  April  I4,  1965. 

Senator  Harky  Byrd, 

Senate  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  The  Missouri  State  Medical  Association  just  completed 
its  107th  Annual  Convention  and  passed  with  slight  modification  and  without 
opposition  the  enclosed  resolution.  The  accompanying  statement  with  minor 
changes  was  made  in  support  of  the  resolution  and  when  presented  in  subcom- 
mittee met  with  enthusiastic  endorsement.  This  attitude  represents  a  great 
change  in  thinking  among  physicians  as  a  whole  and  portends  a  more  cooperative 
and  constructive  attitude  in  the  future. 

The  representation  of  physicians  in  the  AMA  has  tended  to  represent  the  hard 
core  conservative  element,  which  has  dominated  local  medical  politics,  rather 
than  the  mass  of  physicians  who,  as  in  all  groups,  lie  mostly  in  the  middle 
between  left  and  right. 

We  do  believe,  however,  that  medicare  is  a  bad  bill  since  it  covers  the  entire 
society  over  a  certain  age  without  concern  for  need.  The  experience  of  the 
British  has  been  so  costly,  it  has  been  suggested  that  a  means  test  be  introduced 
to  prevent  bankruptcy  of  their  plan.  The  administration  of  such  a  national 
plan  will  be  horribly  expensive  and  establish  a  new  empire  in  Washington.  It 
is  the  greatest  step  toward  a  socialized  society  yet  to  be  made  and  assuredly 
will  be  only  the  first. 

Enclosed  is  a  clipping  ^  from  the  AMA  news  on  a  survey  of  public  opinion  by 
the  Opinion  Research  Corp.,  Princeton,  N.J.  What  a  shame  to  plunge  forward 
into  the  beginning  of  a  fantastic  change  in  our  society  that  has  never  been 
demonstrated  to  be  the  will  of  the  people.  Being  a  Democrat  and  wanting 
medicare  are  by  no  means  synonymous. 

The  Curtis-Herlong  bill  is  a  much  gentler  entry  into  a  new  field.  With  all 
the  spending  that  is  now  being  approved  and  the  present  crush  of  taxes  which 
has  contributed  to  our  national  disease  of  anxiety,  I  urge  you  to  oppose  the 
medicare  bill. 

I  am  writing  to  you  rather  than  my  own  Congressmen  because  I  think  you  are 
more  openminded  and  the  only  person  with  sufficient  stature  to  resist  Presidential 
pressure. 

Thought  you  might  also  be  interested  in  the  enclosure  from  Roch  Labs,  which 
arrived  today. 

Yours  very  truly, 

Edward  D.  Kinsella,  M.D. 
Proposed  Resolution 

Whereas  over  the  years  the  American  Medical  Association  has  frequently 
been  blamed  and  criticized  for  a  national  image  of  reactionary  opposition  to 
federally  sponsored  public  health  plans ;  and 

Whereas  the  AMA  is  frequently  accused  of  failure  to  represent  the  opinion 
of  the  majority  of  physicians :    Now,  therefore,  be  it 

Resolved,  That  v^'e  of  the  MSMA  publicly  endorse  the  basic  precepts 
enunciated  by  the  AMA  in  its  opposition  to  these  plans,  currently  and  specifically 
medicare,  and  reaffirm  our  support  of  the  American  Medical  Association ;  be  it 
further 

Resolved,  That  regardless  of  the  outcome  of  pending  health  care  legislation, 
the  AMA  be  encouraged  to  exhibit  a  progressive  imaginative  leadership  in  the 
study  and  furthering  of  attractive  alternatives  to  a  socialized  system  of  medicine 


1  Not  inserted  in  the  record. 
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which  will  otherwise  follow  in  the  evolutionary  sequence  of  events ;  and  be  it 
further 

Resolved,  That  notification  of  this  action  be  forwarded  to  the  AMA  and 
all  State  Medical  Societies. 
Reasons  for  this  motion  are  : 

1.  To  exhibit  unity  of  opinion  and  support  of  AMA  opposition  to  measures 
which  sanction  or  promote  socialized  medicine. 

2.  To  express  a  large  body  of  medical  opinion  which  favors  a  leadership  inter- 
ested not  only  in  opposition  but  one  leading  the  way  in  constructive  alternative 
proposals  that  will  block  the  evolution  of  socialized  plans. 

3.  To  see  the  AMA  become  identified  with  progress  not  counter  reaction. 

4.  To  imply  the  belief  that  an  attitude  of  persistent  opposition  eventuates  in 
a  greater  loss  of  desired  ends  than  does  active  participation  in  planning  to  mold 
the  future. 

5.  By  taking  positive  action,  to  prevent  a  massive  spirit  of  defeatism  that  will 
split  physicians  into  two  groups  and  weaken  medical  doctor  opposition  to 
socialized  medicine. 

6.  The  AMA  has  come  out  with  eldercare  only  because  they  have  been  forced 
into  a  last  ditch,  defensive  position  and  not  as  a  result  of  forward  looking  leader- 
ship. It  is  this  approach  to  planning  that  should  be  changed.  Eldercare,  how- 
ever, does  represent  constructive,  national,  health  care  planning  by  the  AMA  and 
for  this  the  AMA  is  to  be  praised.  There  must  be  continued  planning  on  a 
national  level. 

It  is  not  possible  to  maintain  the  status  quo  in  our  changing  society  and 
physicians  must  become  identified  with  energetic  leadership.  Physicians  are 
by  nature  a  laissez  faire,  conservative  group  which  has  succeeeded  around  the 
world  in  losing  its  stature  in  the  morass  of  socialized  medicine.  We  are  as 
vehemently  opposed  to  this  as  any  among  you  with  strong  feelings  but  do  believe 
the  way  to  avoid  socialized  medicine  is  to  endorse  a  leadership  with  imagination 
for  alternative  changes  in  keeping  with  the  demands  of  our  restless  society. 

Old-age  legislation  is  only  the  first  step.  The  next  has  already  been  introduced, 
namely,  to  cover  the  young.  And  who  is  to  say  that  the  needy  in  betw^een  the 
young  and  the  old  should  not  also  be  covered  by  a  national  health  plan?  Are 
physicians  going  to  sit  back  and  wait  to  be  told  what  to  do  or  again  hope  for 
a  last  minute  alternative,  or  will  they  plan  a  better  plan  to  block  the  call  for 
an  extension  of  socialized  medicine. 

8.  You  have  seen  yourselves  evolve  from  the  position  of  refusing  to  accept 
Government  money  for  your  services  to  the  point  where  the  AMA  through  elder- 
care now  proposes  precisely  such  a  plan.  Here  we  are  introducing  payment  of 
doctors'  fees  on  a  Federal  level.  You  criticize  medicare  as  "hospicare"  because 
it  left  out  doctor  care.  Apparently,  many  Washington  legislators  were  shocked 
and  so  were  many  physicians.  The  views  of  the  rigid  right  have  become  strangely 
quiet  and  one  senses  already  some  spirit  of  defeatism. 

9.  The  reactionary  attitude  that  has  typified  our  body  and  the  AMA  is  engulfed 
in  the  natural  consequence  of  its  own  rigidity.  When  a  reactionary  opposition 
is  beaten,  it  is  through,  and  its  voice  becomes  weak.  But,  if  we  help  plan  for 
the  future  and  can  inculcate  a  new  enthusiasm  for  imaginative  leadership  in  the 
AMA  then  the  prospects  for  our  future  and  a  continuation  of  the  best  medical 
care  of  our  patients  wiill  be  ever  so  much  brighter. 

It  is  not  too  late  except  for  defeatists  and  for  those  who  would  hold  the  line. 

10.  This  is  the  philosophy  of  progress  that  should  be  carried  into  the  presidency 
of  the  AMA. 

Edward  D.  Kinsella.  M.D.. 

St.  Louis. 


Submitted  by  Mrs.  Joseph  Willen,  President,  National  Council  of  Jewish 
Women,  Inc.,  New  York,  N.Y. 

The  National  Council  of  Jewish  Women  urges  early  favorable  action  by  the 
Senate  Finance  Committee  on  H.R.  6675,  the  Social  Security  Amendments  of 
1965.  We  believe,  with  President  Johnson,  that  this  bill  is  indeed  a  "landmark" 
in  social  legislation,  providing  for  the  first  time  in  our  country's  history  medical 
care  for  the  elderly  and  disabled  under  social  security. 

The  position  of  the  National  Council  of  Jewish  Women  was  reconfirmed  at 
our  national  biennial  convention  last  month  "to  work  for  a  social  security  pro- 
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gram  which  will  provide  social  insurance  as  the  basic  method  for  financing  the 
costs  of  medical  care  for  the  aged  and  disabled." 

This  current  statement  of  our  view,  adopted  by  elected  delegates  representing 
our  329  afiiliated  local  units  across  the  country,  has  developed  naturally  from 
our  history  of  support  of  the  principles  of  social  security  dating  back  to  1935 
and  from  our  work  with  the  elderly. 

For  the  past  decade  we  have  been  working  with  older  people  through  some 
200  varied  service  projects  across  the  Nation.  We  know  from  them  and  from  a 
survey  of  medical  costs  among  members  of  council  golden  age  recreation  centers, 
that  fear  of  illness  and  anxiety  about  meeting  large  medical  bills  is  widespread 
and  constant.  Since  only  a  small  percentage  of  Americans  are  able  to  save 
enough  during  their  working  lives  to  sustain  the  cost  of  protracted  or  catastrophic 
illness  in  old  age,  medical  care  financed  through  social  security  is  the  program 
most  likely  to  meet  health  needs  and  remove  a  primary  cause  of  poverty  among 
the  growing  group  of  elderly  in  our  population. 

The  National  Council  of  Jewish  Women  considers  medical  care  financed 
through  social  security  the  best  way  to  meet  these  acknowledged  needs.  We 
still  believe,  as  we  stated  in  May  1962,  that  "Far  from  being  an  infringement 
of  freedom,  it  enables  the  individual  to  preserve  his  dignity  *  *  *.  Unlike  plans 
through  which  the  Government  appropriated  public  funds  to  pay  for  medical 
care  for  people  who  can't  afford  it,  a  social  insurance  plan  keeps  the  Government 
out  of  the  medical  field  by  enabling  each  individual  to  provide  for  himself." 


The  Mary  Fletcher  Hospital, 

Burlington,  V t.,  April  16,  1965. 

Hon.  Winston  L,  Peouty, 
Senate  Office  Building, 
Washington,  D.G. 

Dear  Win  :  Hospital  board  members  and  administrators  have  requested  me 
to  express  to  you  our  united  and  vigorous  opposition  to  the  exclusion  of  the 
professional  services  of  radiologists,  pathologists  and  anesthesiologists  from  the 
definition  of  hospital  services  as  contained  in  H.R.  6675  "Social  Security  Amend- 
ments of  1965."  This  provision  means  that  these  professional  services  must  be 
billed  for  separately  from  the  hospital  bill. 

In  Vermont,  the  hospital  is  the  base  for  all  X-ray  diagnosis  and  treatment 
performed  by  radiologists.  The  hospital  is  the  base  for  practically  all  laboratory 
tests  done  on  patients.  The  patient  expects  these  X-ray,  laboratory,  and  anes- 
thesia services  to  be  part  of  the  hospital  services  and,  in  practically  every  case, 
one  bill  covers  the  services  of  both  doctor  and  hospital. 

Exclusion  of  the  services  of  the  pathologists  from  the  hospital  bill,  for  ex- 
ample, would  completely  upset  the  relationship  worked  out  over  a  long  period 
of  time  between  the  Vermont  College  of  Medicine  and  its  primary  teaching  hos- 
pital in  respect  to  pathology  and  laboratory  service  by  the  12  pathologists  on 
the  college  faculty.  These  pathologists  have  voluntarily  limited  their  personal 
income  under  a  three-way  agreement  in  order  to  aid  the  teaching  and  research 
program  of  the  college. 

Patient  care  is  bound  to  suffer  if  this  inequity  is  not  corrected.  In  the  teaching 
hospitals,  where  many  residents  are  trained,  the  anesthesiologists  have  agree- 
ments with  the  hospitals  and  their  income  is  not  dependent  upon  whether  a 
patient  is  rich  or  poor.  Thus  a  ward,  or  service  patient  receives  the  level  of 
skilled  anesthesia  indicated  by  the  seriousness  of  his  condition,  whether  he  can 
pay  or  not.  We  do  not  like  to  think  that  the  excellence  of  anesthesia  could  be 
pegged  to  the  size  of  the  patient's  pocketbook. 

In  Vermont  43  percent  of  the  people  are  covered  by  Blue  Cross  v>^hich  covers 
practically  all  X-ray  and  laboratory  costs.  If  the  radiologists'  and  pathologists' 
compensation  is  excluded  from  the  hospital  bill,  the  entire  Blue  Cross-Blue  Shield 
arrangement  will  be  shattered  after  25  years  of  long  service  to  the  public.  This 
will  create  a  chaotic  condition  which  people  will  just  not  understand. 

Exclusion  of  payment  for  the  services  of  hospital-based  specialists  from  the 
hospital  bill  is  bound  to  increase  the  cost  to  those  people  not  under  provisions 
of  H.R.  6675.  Many  under  this  act  undoubtedly  cannot  or  will  not  pay  the 
doctors  fees  as  billed  by  the  specialists.  That  means  increase  in  charges  to 
others  to  offset  the  losses.  The  paperwork  involved  in  separate  billing  for 
laboratory  and  X-ray  would  be  enormous  and  increase  the  cost  of  doing 


SOCIAL  SECURITY 


1078 


business  at  a  time  when  we  are  all  concerned  about  the  continuing  rise  of 
hospital  and  medical  care. 

There  are  certain  facts  that  we  must  face.  The  radiologist,  the  pathologist, 
and  the  anesthesiologist  have  a  captive  practice  because  the  hospital  is  there 
and  the  patients  are  admitted  by  other  physicians.  The  patient  has  no  choice 
of  radiologist,  pathologist,  or,  generally,  the  anesthesiologist,  nor  can  he  bar- 
gain on  charges  for  the  reason  that  these  specialties  are  monopolistic.  Under 
existing  practices,  the  hospital  governing  body  exerts  a  certain  measure  of  con- 
trol over  charges  and  is  definitely  concerned  about  quality  of  practice.  The 
governing  board  has  the  legal  obligation  to  protect  the  patient's  welfare.  We 
should  not  lose  these  checks  and  balances  that  have  worked  so  well  for  so 
many  years. 

The  seemingly  inocuous  section  which  excludes  the  services  of  hospital-based 
specialists  from  the  definition  of  hospital  services  would  revamp  our  entire 
system  as  it  would  not,  perhaps  could  not,  be  limited  to  medicare  alone.  Is  that 
what  is  really  intended? 

Win,  I  hope  you  will  do  all  in  your  power  to  protect  the  medical-hospital 
relationships  that  have  been  so  successful  and  effect  the  revision  proposed  by 
Senator  Douglas.  I  am  enclosing  a  reprint  of  his  remarks  and  the  telegram 
from  Dr.  Crosby  as  contained  in  the  Congressional  Record — Senate,  page  6830, 
April  6.  1965.  As  member  of  the  board  of  trustees  of  the  American  Hospital 
Association,  I  am  pleased  that  Dr.  Crosby  has  expressed  the  position  of  hospitals 
so  well. 

I  am  sending  a  similar  letter  to  Senator  Aiken. 

If  either  you  or  Senator  Aiken  feel  that  you  need  more  information  or  if  we 
can  be  more  persuasive  by  a  personal  visit,  we  would  be  pleased  to  have  a  small 
delegation  of  hospital  trustees  and  administrators  meet  with  you  in  Washington 
at  your  convenience. 

Thanks  for  all  your  consideration. 
Sincerely  yours, 

Les, 

Lester  E.  Richwagen, 
Executive  Vice  President  and  Administrator. 

THE  ISSUES 

The  issues  involved  in  the  exclusion  of  the  medical  specialties  (radiology, 
pathology,  anethesiology,  physiatry)  from  H.R.  6675  are  clearly  apparent  to 
hospital  administrators  and  boards  of  trustees  throughout  the  country. 

1.  The  American  Hospital  Association  has  a  long  history  in  support  of  the 
position  that  the  services  of  radiologists,  pathologists,  anesthesiologists,  and 
physiatrists  are  integral  parts  of  hospital  care.  In  1957  the  board  of  trustees 
of  the  association  gave  recognition  to  this  fact  when  they  ofllcially  endorsed 
the  inclusion  of  these  services  in  Blue  Cross  contracts  as  hospital  services. 

2.  The  provision  of  these  services  is  inherent  in  the  years  of  efforts  to  improve 
the  quality  of  patient  care  in  hospitals.  Even  though  the  individual  physicians 
involved  w^ere  accorded  full  professional  stature  in  every  sense  of  the  word,  the 
administration  and  provisions  of  these  specialty  services  developed  within  the 
sphere  of  hospital  services.  The  removal  of  such  services  is  a  backward  step 
and  one  which  may  jeopardize  continued  efforts  to  improve  the  quality  of 
patient  care  in  hospitals. 

3.  The  legislation  under  consideration,  in  order  to  provide  basic  assurances, 
makes  a  strong  avowal  that  the  Government  will  not  interfere  with  the  provision 
of  hospital  and  medical  care  and  in  the  organization  and  administration  of  hos- 
pitals. The  removal  of  these  specialists'  services  is  contrary  to  this  purpose  and 
tends  to  dictate  a  nationwide  pattern  prescribed  by  the  Federal  Government. 
We  have  continually  urged  that  the  Federal  Government  not  interfere  in  the 
relationships  which  are  worked  out  locally  between  the  hospital  and  the  physi- 
cian-specialists. The  language  in  the  bill  passed  by  the  House  does  interfere 
in  such  relationships  and  could  force  a  nationwide  renegotiation  of  all  contracts 
between  physician-specialists  and  hospitals.  In  addition,  widespread  renego- 
tiation between  hospitals  and  Blue  Cross  plans  and  betw^een  Blue  Cross  plans 
and  the  million  of  their  subscribers  would  be  necessary. 

4.  It  is  unlikely  that  the  aged  beneficiaries  will  understand  the  significance 
of  the  deletion  of  these  physician-specialists'  services  until  they  are  in  hospitals. 
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Then  they  will  be  informed  that  these  physician  services  are  no  longer  included 
in  the  costs  to  be  borne  by  the  Federal  Government,  and  they  will  receive 
multiple  billings  from  the  physician-specialists.  We  believe  this  constitutes  a 
large  reduction  in  anticipated  benefits  and  will  constitute  a  major  change  in  prac- 
tices to  which  the  public  has  become  accustomed. 

5.  Administrative  difficulties  inherent  in  this  change  will  be  formidable. 
The  administrative  problems  within  hospitals  will  be  greatly  increased ;  admin- 
istrative difficulties  in  connection  with  the  administration  of  the  overall  program 
as  well  as  that  of  the  physician-specialists  themselves  will  be  greatly  increased. 

6.  It  is  believed  that  the  removal  of  the  specialists'  services  will  tend  to  in- 
crease the  overall  cost  of  care  to  aged  people. 

7.  It  is  believed  that  the  removal  of  these  services  will  undermine  the  quality 
of  care  in  small  hospitals  where  the  volume  is  such  that  it  is  not  possible 
to  arrange  continuous  full-time  specialist  services.  The  quality  of  care  in 
such  hospitals  has  been  markedly  improved  by  arrangements  with  physician- 
specialists  visiting  on  "circuit  rider"  arrangements.  The  economic  problems 
involved  in  obtaining  such  physician  services  in  the  future,  if  hospitals  were 
forced  to  withdraw  their  guarantees  to  such  specialists,  would  seriously  curtail 
such  services.  Specialists  would  have  to  make  individual  billings  and  collections 
with  considerable  uncertainty  as  to  any  assured  income  for  his  services. 

8.  Overall  it  is  believed  that  if  this  division  in  specialist  services  remains  for 
aged  beneficiaries  under  this  legislation  it  will  certainly  lead  to  an  extenson 
of  the  practice  to  all  other  patients  and  the  necessity  of  renegotiating  nearly  all 
existing  arrangements  for  the  remuneration  of  physician-specialists  in  hospitals. 


[From  the  Congressional  Record,  Apr.  6,  1965] 

American  Hospital  Association  Steongly  Urges  Reinstatement  of  Services 
OF  Medical  Specialists  as  Reimbursable  Costs  Under  Aged  Health  Care 
Basic  Plan 

Mr.  Douglas.  Mr.  President,  on  March  29  I  urged,  in  a  Senate  speech,  that 
the  Senate  restore  to  the  House  committee  approved  plan  for  expanded  medical 
and  hospital  care  for  the  aged  reimbursement  under  the  basic  plan  of  the 
in-hospital  services  of  medical  specialists.  While  I  dislike  the  barbaric  English 
usage  of  some  of  the  titles,  the  official  designations  of  these  specialties  are  radio- 
logy, pathology,  anesthesiology,  and  physiatry. 

After  making  this  speech,  I  sent  a  telegram  to  Dr.  Edwin  N.  Crosby,  executive 
vice  president  of  the  American  Hospital  Association,  asking  the  position  of 
the  association  on  this  matter.  The  telegraphed  reply  of  Dr.  Crosby  on  behalf  of 
the  association  speaks  for  itself,  but  I  point  out  in  summary  his  evaluation 
that  the  exclusion  of  these  services :  First,  would  seriously  retard  the  continued 
development  of  the  modern  hospital  as  the  central  intsitution  in  our  health 
service  system ;  second,  not  only  will  confuse  the  public  through  a  multiple- 
billing  approach  and  cost  them  more,  but  could  endanger  the  quality  of  patient 
service;  third,  interferes  with  existing  relationships  between  hospitals  and 
physicians  and  tends  to  dictate  a  nationwide  pattern  prescribed  by  the  Federal 
Government;  fourth,  is  certain  to  face  aged  beneficiaries  with  a  substantial 
reduction  in  the  benefits  they  will  receive ;  fifth,  will  imperil  the  longstanding 
arrangements  developed  by  many  Blue  Cross  plans ;  sixth,  will  make  the  admin- 
istration of  the  overall  program  enormously  more  complicated ;  and  seventh,  will 
require  nationwide  renegotiation  of  contracts  between  hospitals  and  specialists 
and  between  hospitals  and  third  party  agencies. 

I  earnestly  hope  the  Senate  will  act  to  correct  this  exclusion,  and  I  ask  unan- 
imous consent  that  the  text  of  Dr.  Crosby's  telegram  be  printed  in  the  Record. 

There  being  no  objection,  the  telegram  was  ordered  to  be  printed  in  the  Record, 
as  follows : 

April  5, 1965. 

Senator  Paul  Douglas, 
U.S.  Senate, 
Washington,  D.G.: 

In  reply  to  your  wire  the  American  Hospital  Association  takes  the  position 
that  radiology,  pathology,  anesthesiology,  and  physiatry  services  in  hospitals 
are  essential  to  the  provision  of  high  quality  patient  care  in  the  hospital  and  thus 
are  basic  hospital  services.    Exclusion  of  these  services  would  seriously  retard 
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the  continued  development,  so  striking  in  the  past  few  decades,  of  the  modern 
hospital  as  the  central  institution  in  our  health  service  system.  The  association's 
historic  policy  position  that  radiology,  pathology,  anesthesiology,  and  physiatry 
are  hospital  services  was  clearly  enunciated  on  February  7,  1957,  by  our  board  of 
trustees  when  it  acted  to  include  these  benefits  as  benefits  of  prepaid  hospitaliza- 
tion benefit  plana. 

Fragmentation  of  the  components  of  hospital  service  not  only  will  confuse 
the  public  through  a  multiple  billing  approach  and  cost  them  more,  but  more 
importantly  could  endanger  the  quality  of  patient  service  in  the  hospital  by 
diminishing  the  administrative  controls  necessary  for  the  optimum  delivery  of 
these  services  cordination  of  which  is  so  essential  to  high  quality  hospital  care. 
The  association  maintains  the  position  that  these  services  including  the  pro- 
fessional activity  of  the  specialist  are  a  proper  part  of  hospital  reimbursable 
costs. 

In  testimony  before  the  House  Ways  and  Means  Committee  in  its  hearing  on 
similar  legislation  in  July  1961  we  urge  that  these  medical  specialists'  services  be 
included  in  the  hospital  benefits  proposed  and  we  argued  strongly  against  the 
delegation  of  such  specialists'  services  from  the  bill.  More  recently  we  expressed 
our  support  of  the  provision  of  such  services  as  it  w^as  incorporated  in  H.R.  1. 
We  opposed  interference  by  the  Congress  in  the  local  arrangements  developed 
through  the  Nation  by  the  individual  specialists  and  the  hospitals  concerned. 
We  were  distressed  that  the  services  of  these  specialists  were  removed  from 
the  definition  of  hospital  services  in  H.R.  6675.  We  believe  that  this  interferes 
with  existing  relationships  between  hospitals  and  physicians  and  tends  to 
dictate  a  nationwide  pattern  prescribed  by  the  Federal  Government.  The 
present  provisions  of  H.R,  6675  in  respect  to  these  specialists  will,  we  believe, 
seriously  disturb  the  existing  relationship  throughout  the  Nation  and  may  as 
above  noted  threaten  in  certain  instances  continued  efforts  to  improve  the  quality 
of  patient  care.  It  is  certain  to  face  aged  beneficiaries  with  substantial  reduction 
in  the  benefits  they  will  receive  under  the  legislation.  The  longstanding  arrange- 
ments developed  by  many  Blue  Cross  plans  will  be  imperiled.  The  administration 
of  the  overall  program  will  become  enormously  more  complicated.  The  required 
total  separation  of  the  particular  physician's  services  involved  from  the  depart- 
mental costs  of  hospitals  will  require  nationwide  renegotiation  of  contracts 
between  hospitals  and  specialists  and  between  hospitals  and  third-party  agencies. 
The  effects  will  most  likely  be  extended  overall  to  hospital  patients. 

We  strongly  urge  the  reinstatement  of  the  services  of  these  specialists  as  a 
part  of  hospital  services  in  the  legislation  you  finally  pass. 

Edwin  L.  Ceosby,  M.D., 

Executive  Vice  President, 
American  Hospital  Associa  t ion . 


Ogden,  Utah,  April  14, 1965. 

Hon.  Senator  Frank  E.  Moss, 
Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Moss :  It  seems  so  Inadequate  but  please  accept  by  heartfelt 
thanks  for  your  kindness  in  providing  me  with  a  copy  of  H.R.  6675  of  the  S9th 
Congress. 

Time  has  not  allov/ed  of  my  reading  it  all  in  studied  detail  but  I  am  familiar 
with  the  main  provisions. 

In  a  bill  so  sweeping  and  complex,  proposing  as  it  does,  a  vast  and  significant 
change  in  the  manner  of  providing  medical  care  for  more  than  20  percent  of  our 
citizenry,  there  are  necessarily  some  provisions  with  which  most  anyone  might 
disagree.  Of  this  I  am  deeply  aware,  and  also  conscious  of  there  being  much 
emotional  as  well  as  rational  argument  engendered  concerning  some  provisions, 
occasioned  by  the  bias  we  each  possess. 

Nevertheless,  I  am  aware  that  H.R.  6675  represents  a  distillation  from  many 
sources.  I  think  it  is  definitely  a  superior  bill  to  S.  1. 

If  an  amending  sentence  can  be  added,  I  would  suggest  including  provision 
that  outpatient  diagnostic  services  be  included  when  performed  by  a  duly 
authorized  and  licensed  commercial  medical  diagnostic  laboratory,  not  just 
hospital  laboratories.  Most  of  our  diagnostic  work  is  now  performed  by  such 
laboratories. 

When  the  Congress  has  passed  this  legislation  and  it  becomes  law,  I  am 
sure  we  physicians  will  learn  to  live  with  and  practice  satisfactorily  under  it. 
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For  the  elderly,  I  feel  certain  that  we  shall  be  able  to  provide  a  quality  of  care 
which  many  cannot  and  do  not  now  receive,  however  vociferously  the  opposite 
is  stated. 

With  sincerest  good  wishes  and  personal  regards. 
Sincerely, 

J.  G.  Olson,  M.D. 


Vermont  Hospital  Association, 

Springfield,  Vt.,  April  17.  1966. 

Hon.  George  D.  Aiken, 

U.S.  Senate,  Washington,  D.C. 

Dr.  Senator  Aiken  :  The  House  of  Representatives  has  passed  H.R.  6675 
concerned  with  health  care  of  the  aged,  and  this  vital  legislation  is  soon  to  receive 
the  consideration  of  the  Senate,  Vermont  hospital  trustees,  hospital  management 
people,  the  people  of  Vermont  at  large,  and  many  of  those  devoted  to  medical 
professions  have  noted  with  alarm  that  the  House  Ways  and  Means  Committee 
has  removed  all  physician  services  from  the  first  part  of  this  important  bill.  We 
are  therefore  expressing  to  you  and  Senator  Winston  Prouty  our  views  on 
exclusion  of  physician  services. 

Members  of  the  Vermont  Hospital  Association  and  other  Vermonters  interested 
in  health  care  of  the  aged  have  been  calling  me  to  express  their  deep  concern 
over  the  sudden  change  in  this  legislation.  In  providing  for  basic  hospital 
services  and  skilled  nursing  home  care  for  persons  65  and  over,  the  original 
intent  of  the  bill  was  to  assist  our  retired  elderly  citizens  in  their  battle  to  meet 
rising  costs  of  living,  especially  today's  high  cost  of  providing  hospital  and 
medical  care.  Hospital  charges  for  radiology  service,  pathology  service,  and 
other  professional  departments  of  the  hospital  were  to  be  covered  for  the  senior 
citizen.  Under  the  new  provisions  stated  in  H.R.  6675,  the  elderly  patient  will 
not  be  covered  for  the  physician  fee  portion  of  these  charges,  but  must  be 
responsible  for  additional  billing  from  medical  specialists  whose  services  would 
not  be  covered  as  hospital  services. 

The  exclusion  of  services  of  the  medical  specialists  will  require  multiple 
billing  of  patients  and  will  duplicate  administrative  mechanisms  of  accounting, 
billing,  and  collecting.  The  new  expense  of  paying  for  existing  hospital  admin- 
istrative costs  and  new  medical-specialist  administrative  costs  will  be  borne  by 
our  Vermont  patients.   This  increases  the  overall  cost  of  care  to  aged  people. 

Hospital  departments,  such  as  radiology,  pathology,  and  physical  therapy 
have  reached  maximum  efficiency  under  this  Nation's  voluntary,  nonprofit  hos- 
pital system.  Lay  trustees  who  receive  no  compensation  have  been  able  to 
oversee  patient  care  in  the  public  interest,  and  every  possible  efficiency  under  this 
type  of  hospital  organization  has  helped  us  keep  medical  service  costs  realistic. 
Exclusion  of  services  of  medical  specialists  from  the  hospital  departments  whicn 
now  offer  both  specialist  and  hospital  service,  will  take  from  the  public  all 
voluntary  trustee  influence  on  pricing  of  these  services.  It  could  shatter  the  fine 
voluntary  partnership  of  physician  specialists,  hospital  trustees,  and  the  public 
which  has  taken  decades  to  build. 

The  membership  of  the  Vermont  Hospital  Association,  composed  of  hospital 
trustees,  administrators,  accountants,  and  hospital  service  department  heads, 
sincerely  asks  that  you  investigate  the  many  factors  which  make  us  look  with 
disfavor  on  removal  of  all  physician  services  from  the  basic  hospital  services 
provided  in  H.R.  6675. 
Sincerely  yours, 

Thomas  F.  Hennessey,  President. 


Grand  Forks  Deaconess  Hospital, 

Grand  Forks,  N.  Dak.,  April  5. 1965. 

Hon.  Milton  R.  Young, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Young  :  It  seems  assured  that  a  form  of  the  King- Anderson 
bill  will  be  passed  some  time  in  the  near  future.  I  have  some  strong  reserva- 
tions about  its  underlying  philosophy  but  that  doesn't  seem  to  matter  too  much 
now  since  the  social  security  approach  to  caring  for  the  aged  seems  to  have  been 
accepted  by  the  majority  of  Congress.  I  think  there  are  a  few  items  in  the 
bill  that  must  be  stressed. 
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First  of  all,  I  think  it  is  absolutely  essential  that  Blue  Cross  be  accepted  as 
the  administrative  intermediary.  They  are  so  close  to  hospital  problems  and 
are  still  independent  that  a  reasonable  job  can  be  done  in  this  area.  To  place 
any  other  agency  in  this  area  would  lead  to  all  sorts  of  problems  because  it 
would  take  them  a  long  time  to  understand  hospitals  and  their  problems.  This 
would  certainly  lead  to  undue  delay  and  hardship  on  everyone's  part. 

Next,  in  setting  standards,  I  feel  very  strongly  that  those  set  by  the  Joint 
Commission  on  Accreditation  of  Hospitals  should  be  recognized  and  followed. 
To  have  any  other  agency  set  up  standards  would  be  gross  interference  in  hos- 
pital affairs.  In  addition,  we  would  have  two  accrediting  agencies  to  be  con- 
cerned with,  which  would  certainly  not  work. 

Another  point  to  be  concerned  with  relates  to  billings  for  pathology  and 
radiology  services.  It  is  a  common  practice  throughout  this  country  to  have 
a  pathologist  and  radiologist  paid  on  a  percentage  basis.  They  operate  as  a 
part  of  the  hospital  team  in  this  manner.  I  understand  the  bill,  as  it  now 
stands,  would  separate  the  pathologist  and  radiologist  fees  and  would  not 
pay  for  them.  This  would  be  inappropriate.  These  doctors  are  responsible 
for  directly  supervising  their  respective  departments  as  well  as  individuals 
providing  direct  or  indirect  service  to  their  patient.  I  certainly  believe  they 
should  be  considered  as  part  of  the  hospital  bill  submitted  to  the  patient. 

Finally,  the  development  of  a  cost  reimbursement  formula  will  be  very  im- 
portant. One  of  the  obvious  results  of  the  development  of  this  formula  will 
be  to  additional  emphasis  on  the  idea  that  hospital  charges  should  be  placed 
on  those  services  where  costs  are  incurred.  At  the  present  time,  most  hospitals 
are  undercharging  for  room,  board,  and  nursing  care  and  overcharging  for  such 
services  as  laboratory.  X-ray,  dressings,  treatments,  etc.  This  system  has  been 
in  vogue  for  many  years.  Hospitals  have  been  attacking  this  system  for  the 
last  few  years  and  some  headway  is  being  made.  I  am  certain  that  the  Gov- 
ernment will  insist  that  we  make  new  charges,  which  will  be  good.  Then  we 
must  expect  to  see  room  rates  increase  at  a  very  rapid  rate.  Along  with  this, 
I  believe  the  Government  should  have  a  formula  which  will  pay  us  for  full  costs 
of  services  rendered — not  reasonable  costs.  If  the  hospital  can  justify  these 
costs,  they  should  be  paid  for  them.  If  they  cannot,  then  that  is  their  own 
problem  and  they  should  not  be  paid  on  that  basis. 

We  must  do  all  w^e  can  to  maintain  the  doctor-patient  relationship  and  to  in- 
sist on  maintaining  the  integrity  of  the  hospital.  It  is  obvious  that  some  con- 
trols will  have  to  be  made.  It  is  also  obvious  that  these  controls  will  increase 
as  the  years  go  by.  It  is  hoped  that  as  the  bill  is  set  up,  certain  steps  will  be 
taken  to  maintain  the  good  parts  of  the  medical  care  program  to  our  people.  If 
this  can  be  done,  all  is  not  lost. 
Sincerely, 

Robert  M.  Jacobson,  Administrator. 


State  of  Califoenia — Health  and  Welfaee  Agency, 

Department  of  Social  Welfare, 

Sacramento,  March  31, 1965. 

Hon.  George  Murphy, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Murphy  :  I  am  enclosing  a  brief  statement  to  support  a  sug- 
gested amendment  to  H.R.  6675,  now  in  the  House  Ways  and  Means  Committee, 
to  make  possible  payments  to  "interested"  or  "concerned"  persons  in  behalf  of 
an  aid  recipient  when  the  best  interests  of  the  recipient  require  this. 

In  urging  you  to  muster  the  strongest  possible  support  for  this  suggestion,  I 
am  speaking  not  only  in  my  own  behalf  as  State  director,  but  also  in  behalf, 
and  at  the  request  of,  many  of  the  county  directors  and  other  persons  vitally 
concerned  with  the  sound  administration  of  the  public  assistance  programs  cre- 
ated by  Federal  law. 

Thank  you  for  the  help  I  am  sure  you  will  give  us. 
Very  sincerely  yours, 

J.  M.  Wedemeyek,  Director. 

Statement  Regarding  Payment  to  Person  Other  Than  Recipient  in  Aid  to 
Blind  and  Aid  to  Disabled  Programs 

One  of  the  major  problems  in  all  public  assistance  programs  which  provide 
money  to  needy  persons  is  this :  Generally,  it  is  most  desirable  to  pay  cash  and 
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to  enable  the  recipient  to  manage  his  own  money  and  his  own  life.  But  there 
are  situations  in  which  this  would  be  contrary  to  the  best  interests  of  the  re- 
cipient. 

If  the  recipient  is  so  handicapped  that  guardianship  or  conservatorship  can 
be  obtained,  there  is  no  problem. 

But  if  the  Individual  is  not  so  incompetent  or  handicapped  that  a  guardian 
or  conservator  is  legally  required,  there  are  many  cases  in  which  the  direct 
cash  payment  may  actually  be  contrary  to  his  best  interests  because  of  the 
probability  of  mismanagement.  Whether  this  takes  the  form  of  foolish  pur- 
chases, drinking,  improvident  loans  or  failure  in  some  other  way  to  use  the 
grant  in  order  to  obtain  the  necessities  of  life  is  not  important.  What  is  im- 
portant is  that  there  be  some  other  way  to  assist  in  meeting  the  true  needs  of 
the  recipient  in  these  exceptional  kinds  of  circumstances. 

The  principle  has  already  been  adapted  and  tested  as  sound  in  title  IV  of 
the  Social  Security  Act.  It  is  now  embodied  in  the  Ways  and  Means  proposals 
in  H.R.  6675  as  far  as  the  aged  are  concerned.  There  seems  to  be  no  valid 
reason  why  all  titles  should  not  be  covered. 

The  need  for  a  solution  is  recognized  in  H.R.  6675,  now  under  consideration 
of  Ways  and  Means  Committee  of  the  House  of  Representatives.  Sections  402 
(a)  and  (b)  would  amend,  respectively,  sections  6(a)  and  1605(a)  of  the  So- 
cial Security  Act  to  provide  for  payment  to  a  person  "interested  in  or  concerned 
with  the  welfare  of  the  needy  individual"  under  certain,  carefully  circumscribed 
conditions. 

Section  1605  is  part  of  chapter  XVI  which  covers  all  three  adult  programs, 
but  this  State  does  not  presently  claim  under  that  title  but  rather  under  titles 
I,  X,  and  XIV.  As  long  as  a  State  claims  under  these  titles,  it  is  precluded  from 
using  title  XVI. 

It  should  be  urgently  suggested  that  H.R.  6675  be  amended  to  include  provi- 
sions parallel  to  present  sections  402  (a)  and  (b)  to  cover  the  aid  to  the  blind 
and  aid  to  the  permanently  and  totally  disabled  programs  established  by  titles 
X  and  XIV,  respectively. 

Present  section  402  of  the  bill  already  points  the  way,  since  it  recognizes  the 
need  to  make  possible  this  exception  to  the  cash  payment  principle  in  all  three 
of  the  programs  for  adults. 

Attached  in  draft  form  is  language  which  would  accomplish  this  if  incorporated 
in  H.R.  6675.  These  will  have  to  be  fitted  into  the  bill  with  the  resulting  changes 
in  the  numbering  of  other  sections. 

Proposed  Amendment  to  H.R.  6675  To  Provide  for  Protective  Payments  to 

THE  Needy  Blind 

Sec.  402.  Section  1006  of  the  Social  Security  Act  (as  amended  by  section  221 
of  this  act)  is  amended  by  adding  at  the  end  thereof  the  following  new  sentence : 
"Such  term  also  includes  payments  which  are  not  included  within  the  meaning  of 
such  term  under  the  preceding  sentence,  but  which  would  be  so  included  except 
that  they  are  made  on  behalf  of  such  a  needy  individual  to  another  individual 
who  (as  determined  in  accordance  with  standards  prescribed  by  the  Secretary) 
is  interested  in  or  concerned  with  the  welfare  of  such  needy  individual,  but  only 
with  respect  to  a  State  whose  State  plan  approved  under  section  1002  includes 
provision  for — 

"(a)  determination  by  the  State  agency  that  such  needy  individual  has, 
by  reason  of  his  physical  or  mental  condition,  such  inability  to  manage 
funds  that  making  payments  to  him  would  be  contrary  to  his  welfare  and, 
therefore,  it  is  necessary  to  provide  such  assistance  through  payments 
described  in  this  sentence  ; 

"(b)  making  such  payments  only  in  cases  in  which  such  payments  will, 
under  the  rules  otherwise  applicable  under  the  State  plan  for  determining 
need  and  the  amount  of  aid  to  the  blind  to  be  paid  (and  in  conjunction  with 
other  income  and  resources),  meet  all  the  need  of  the  individuals  with 
respect  to  whom  such  payments  are  made  ; 

"(c)  undertaking  and  continuing  special  efforts  to  protect  the  welfare  of 
such  individual  and  to  improve,  to  the  extent  possible,  his  capacity  for  self- 
care  and  to  manage  funds  ; 

"(d)  periodic  review  by  such  State  agency  of  the  determination  under 
paragraph  (1)  to  ascertain  whether  conditions  justifying  such  determina- 
tion still  exist,  with  provision  for  termination  of  such  payments  if  they  do 
not  and  for  seeking  judicial  appointment  of  a  guardian  or  other  legal  repre- 
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sentative,  as  described  in  section  1111,  if  and  when  it  appears  that  such 
action  will  best  serve  the  interests  of  such  needly  individual ;  and 

"(e)  opportunity  for  a  fair  hearing  before  the  State  agency  on  the  deter- 
mination referred  to  in  paragraph  (a)  for  any  individual  with  respect  to 
whom  it  is  made." 


Associated  Industries  of  Massachusetts, 

Boston,  April  21, 1065. 

Hon.  Harry  F.  Byrd, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  As  chairman  of  the  Workmen's  Compensation  Committee 
of  the  Associated  Industries  of  Massachusetts,  I  would  like  both  individually 
and  in  a  representative  capacity  to  express  deep  concern  over  the  elimination 
of  the  requirement  of  indefinite  duration  from  the  definition  of  compensable 
disability  as  proposed  under  section  303  of  the  Social  Security  Amendments  of 
1965. 

Very  briefly,  we  see  two  significant  problems.  First,  the  proposed  changes 
will  constitute  an  unpredictable  pyramiding  of  Federal  and  State  benefits  by 
entitling  a  worker  with  6  months  total  disability  to  social  security  benefits  as 
well  as  any  benefits  otherwise  available  under  State  Workmen's  Conipensation 
Acts.  Serious  areas  of  duplication  of  benefits  already  exist  in  the  cases  of 
widows'  benefits  and  workers  who  are  under  permanent  and  total  disabilities. 
This  is  particularly  true  with  reference  to  a  number  of  States  including  Massa- 
chusetts where,  for  example,  a  liberal  benefit  structure  permits  an  injured 
worker  with  a  wife  and  two  dependents  to  collect  76  percent  of  his  prior  weekly 
earnings  in  nontaxable  benefits.  Moreover,  evidence  of  concern  over  the  issue 
of  duplication  of  benefits  is  implicit  in  the  recommendation  of  the  House  Ways 
and  Means  Committee  that  the  Social  Security  Administration  undertake  an 
investigation  of  the  overlapping  benefit  problem  and  report  its  findings  by 
December  31,  1966.  This  attitude  of  uncertainty,  alone,  should  be  sufiacient 
reason  for  rejection  of  section  303. 

Second,  the  apparent  reason  for  the  inclusion  of  section  303  would  seem  to  be 
an  attem.pt  to  diminish  the  effectiveness  of  State  workmen's  compensation  laws 
while  at  the  same  time  magnifying  the  role  of  social  security  in  the  field  of 
industrial  injuries.  If  the  basic  motivation  underlying  section  303  is  indeed 
further  Federal  encroachment  into  areas  normally  comprehended  under  State 
laws,  it  is  a  matter  of  such  importance  that  it  deserves  separate  public  review 
and  discussion.  It  cannot  and  should  not  be  considered  part  and  parcel  of  a 
general  social  welfare  program  the  impact  of  which  is  on  a  greatly  diifering 
field  of  concern. 

For  the  foregoing  reasons  we  respectfully  urge  the  Senate  Finance  Committee 
to  delete  section  303. 
Respectfully, 

A.  Lionel  Lawrence, 
Chairman,  A.I.M.  Workmen's  Compensation  Committee. 


National  Biscuit  Co. 
New  York,  N.Y.,  April  20, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee,  Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  I  should  like  to  call  your  attention  to  section  303  of  H.R. 
6675,  a  bill  to  amend  the  Social  Security  Act. 

Section  303  as  amended  would  remove  the  present  definition  of  disability  or 
impairment  and  substitute  therefor  the  word  "impairment".  It  would  further 
provide  that  the  only  requirement  to  qualify  for  disability  benefits  is  that  a 
person  be  disabled  or  suffer  an  impairment  for  a  successive  duration  of  6  months. 
If  this  liberal  requirement  is  met,  a  covered  worker  may,  upon  proper  appli- 
cation, receive  social  security  disability  benefits  beginning  with  the  sixth  month. 

This  proposal  would  change  the  concept  from  a  permanent  and  total  disability 
benefit,  and  in  fact  would  make  the  disability  provision  of  the  law  into  a  liberal 
sickness  and  accident  benefit  with  no  test  of  disability  except  that  it  has  endured 
for  a  period  of  6  months. 

Under  the  proposed  language  of  section  303,  an  employee  who  sustains  a 
work  incurred  injury  and  who  is  being  compensated  in  accordance  with  a  State 
workmen's  compensation  or  other  similar  law  would  become  eligible  for  dis- 
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ability  payments  concurrent  with  payments  for  the  same  disability  under  such 
other  law,  provided  only  that  he  is  disabled  continuously  for  6  months. 

I  should  like  to  suggest  that  the  Senate  Finance  Committee  give  earnest  con- 
sideration to  deletion  of  section  803  amendments  from  H.R.  6675.  Or,  in  the 
absence  of  complete  elimination  of  this  amended  section  303,  at  least  further 
amend  it  so  an  injured  worker  who  is  receiving  benefits  under  a  workmen's 
compensation  or  similar  law  cannot  automatically  qualify  for  a  concurrent  social 
security  disability  payment  for  the  same  cause.  In  our  opinion,  no  person  should 
receive  benefits  ujQder  two  social  insurance  programs  for  the  same  disability. 

This  does  not  mean  that  we  agree  with  all  other  provisions  of  biU  H.R.  6675. 
If.  however,  the  time  has  come  when  we  must  have  such  legislation,  there  should 
be  adequate  deterrents  to  malingering  and  overuse  to  properly  safeguard  public 
funds. 

Respectfully  yours, 

J.  H.  BUKGESS,  Je. 

Vice  President,  Personnel  Relations. 


American  Electkic  Powee  Seevice  Coep. 

New  York,  N.7.,  April  21,  1965. 

Re:  H.R.  6675,  Disability  Benefits. 

Hon.  Haeet  F.  Byed, 

U.S.  Senate,  Washington,  B.C. 

Deae  Senatoe  Byed  :  Section  303  of  H.R.  6675,  the  "Social  Security  Amend- 
ments of  1965"  bill  now  pending  before  the  Committee  on  Finance,  contains 
provisions  which,  in  my  opinion,  are  not  justified  and  which  in  the  long  run 
could  quite  adversely  affect  the  present  State-Federal  disability  benefits  pro- 
gram and  its  costs  to  employers  and  employees. 

At  the  present  time,  disabled  individuals  may  receive  benefits  under  both  State 
workmen's  compensation  laws  and  the  Social  Security  Act.  "Disability"  for 
this  purpose,  however,  is  now  defined  in  the  Social  Security  Act  as  impairment 
"which  can  be  expected  to  result  in  death  or  to  be  of  long-continued  and  indefinite 
duration"  (sees.  216 (i)  (1)  (A)  and  223(c)  (2) ).  Section  .303  of  H.R.  6675  would 
amend  these  sections  to  strike  out  the  quoted  language  and  authorize  dual  ben- 
efits for  temporarily  disabled  employees.  Disability  benefits  under  the  Social 
Security  Act  would  commence  after  a  6-month  waiting  period,  without  offset 
for  benefits  paid  under  State  laws. 

A  temporarily  disabled  employee  receiving  both  State  and  Federal  disability 
benefits  might  receive  more  than  his  take-home  pay  if  he  worked.  In  some 
States  the  disability  benefits  now  provided,  plus  the  disability  benefits  which 
would  be  allowable  under  H.R.  6675,  would  exceed  the  average  take-home  pay. 
There  is  a  definite  trend  to  increase  the  benefits  under  State  laws.  The  net 
economic  benefit  of  dual  disability  benefits  as  compared  with  wages  is  height- 
ened by  the  fact  that  wages  are  subject  to  Federal  and  perhaps  to  State  income 
tax,  whereas  both  State  and  Federal  disability  benefits  are  not.  Thus  the 
proposed  amendment  of  the  Social  Security  Act  would  have  the  effect  of  making 
it  more  profitable  to  maintain  the  temporary  disability  status  than  to  return 
to  work  or  receive  rehabilitation  treatment. 

Enactment  of  section  303  would  also  operate  to  diminish  the  present  financial 
incentive  of  employers  to  continue  and  improve  the  safety  programs  which  have 
been  vigorously  carried  on  the  last  30  years,  with  substantial  reductions  in  the 
accident  rates.  The  employer's  cost  under  State  programs  depends  upon  the 
accident  experience  of  his  employees.  This  is  not  so  under  the  Social  Security 
Act ;  the  tax  on  employers,  and  on  employees,  is  the  same  regardless  of  the  acci- 
dent experience.  Extension  of  the  Federal  benefits  to  temporary  disability 
would  at  best  reduce  the  financial  incentive  to  maintain  and  improve  present 
safety  standards  and  precautions,  and  would  practically  remove  it  if  the  enact- 
ment of  section  303  caused  States  to  repeal  their  workmen's  compensation  laws 
so  that  disability  benefits  would  turn  into  a  wholly  Federal  program. 

In  sum,  to  extend  the  Federal  benefits  to  temporary  disability  is  not  in  the 
interest  of  the  rehabilitation,  and  the  return  to  useful  employment,  of  injured 
employees  who  are  not  permanently  disabled,  or  the  continuation  and  improve- 
ment of  present  accident-prevention  measures. 
Very  truly  yours, 

A.  W.  D.  Gbon'nin'gsatee. 
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Spice  Islands  Com-I'a^y, 
South  San  Francisco,  Calif.,  April  20, 1965. 

Hon.  Haeey  F.  Byrd, 

U.S.  Senate.  Wasliinr/ton,  B.C. 

Deak  Sexatoe  Byed  :  As  a  member  and  chairman  of  the  Senate  Finance  Com- 
mitree.  you  are  deliberating  on  a  bill,  H.R.  8675.  amending  the  social  securit}'  la\vs 
to  provide  medical  care.  Included  in  this  legislation  is  a  very  liberal  definition 
of  total  disability  insurance  benefits  \Yhich  could  be  paid  under  social  security. 

Under  the  present  law.  disability  insurance  benefits  (to  which  I  am  opposed 
on  a  Federal  level) ,  are  payable  under  social  security  only  if  a  worker's  disability 
is  expected  to  result  in  death  or  to  be  of  long  and  indefinite  duration.  Under 
the  proposed  change  in  H.E.  6675,  disability  benefits  would  be  paid  an  insured 
worker  who  has  been  totally  disabled  for  at  least  6  calendar  months  even  though 
it  is  expected  that  he  will  recover  in  the  foreseeable  future.  The  social  security 
benefits  would  be  paid  whether  or  not  the  disabled  worker  was  receiving  work- 
men's compensation  benefits.  In  other  words,  dual  benefits  would  be  paid.  In 
47  States,  it  is  estimated  that  the  joint  Federal  and  State  payments  would  exceed 
the  take-home  pay  of  the  average  worker  and  thus  discourage  rehabilitation. 
Making  a  larger  number  of  people  eligible  for  social  security  payments  without 
reducing  those  payments  by  the  amount  received  under  State  workmen's  com- 
pensation is  a  further  attempt  to  Y'eaken  State  systems. 

The  bill  leaves  open  the  question  of  who  will  determine  the  disability  and  how 
and  vrho  will  determine  when  the  disability  ends.    I  urge  your  strong^  efforts  in 
the  Senate  Finance  Committee  to  eliminate  the  disability  amendment. 
Sincerely. 

Pt.  D.  Paeeish,  Controller, 


Uyited  States  Fidelity  axd  Guaeaxty  Co.. 

St.  Louis,  Mo.,  April  20,  1965. 
Se  Congress  H.R.  6675,  Social  Security  Amendments  of  1965 
Senator  Haeey  F.  Byed, 
Chairman.  U.S.  Senate  Finance  Committee, 
r.S.  Senate.  Washington,  D.C. 

Bbaf.  Seyatoe  Byed  :  In  the  first  place,  it  is  my  opinion  that  the  above  captioned 
bill  was  railroaded  through  the  House  in  a  very  undemocratic  fashion.  Although! 
the  bill  was  under  consideration  by  the  House  Ways  and  Means  Committee  for 
several  weeks,  there  were  no  indications  that  disability  benefits  would  be  ex- 
tended tmtil  a  few  days  before  the  bill  was  reported.  Vote  in  the  House  took 
place  under  closed  rule,  without  opportunity  for  amendment. 

Under  the  bill,  workmen's  compensation  would  be  dtiplicated  by  social  security 
in  all  cases  of  temporary  and  permanent  total  disability  lasting  6  months  or  more. 
Duplicate  pajTnents,  however,  would  begin  with  the  end  of  the  fifth  month. 
Presently,  social  security  disability  benefits  are  payable  for  only  permanent  total 
disability. 

It  seems  doubtful  that  two  compulsory  statutory  systems  providing  benefits  for 
the  same  disability  will  both  be  permitted  to  continue  for  long.  The  danger  to 
workmen's  compensation  is  obvious,  since  combined  benefits,  especially  at  the 
increased  benefit  rate  provided  in  the  bill,  would  exceed  average  take-home  pay 
in  at  least  47  States.  This  would  obviously  lead  to  malingering  on  the  part 
of  workmen's  compensation  claimants,  and  would  naturally  increase  the  cost 
of  social  security  and  workmen's  compensation,  ultimately,"^  again  resulting  in 
the  necessity  for  higher  taxes. 

The  report  of  the  House  Ways  and  Means  Committee  discusses  the  offset 
Qtiestion  but  orders  a  study  by  the  Social  Security  Administration.  It  would 
seem  only  logical  to  await  the  results  of  such  a  study  before  taking  action  so 
prejudicial  to  workmen's  compensation.  The  situation  is  similar  to  that  which 
occurred  when  the  offset  provision  was  repealed  in  1958.  At  that  time,  a  one 
line  repealer  of  the  offset  was  unexpectedly  included  in  a  108  page  bill  that  was 
certain  to  be  enacted  by  the  Congress.  That  measure  became  law  within  4  weeks 
after  introduction. 

To  preserve  workmen's  compensation,  the  broadened  definition  of  disability 
imder  the  bill  must  be  eliminated,  or  an  offset  provision  enacted.    I  earnestlv 
urge  your  cooperation. 
Yours  very  truly, 

JoHx  W.  HoFFMAX,  Manager. 
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National  Ice  &  Cold  Storage  Co., 
San  Francisco,  Calif.,  April  19,  1965. 

Hon.  Harry  Flood  Byrd, 

Chairman,  Senate  Finance  Committee, 

Senate  Ofjfice  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  I  have  been  informed  that  H.R.  6675  contains  a  provision 
on  disability  which  can  be  interpreted  as  a  weakening  of  State  workmen's  com- 
pensation laws. 

Unless  my  information  is  unreliable,  passage  of  this  bill  in  its  present  form 
would  allow  both  social  security  benefits  for  disability  and  State  workmen's 
compensation  benefits  to  be  paid  to  a  disabled  worker  which  would  result  in 
payments  which  would  exceed  the  take-home  pay  of  the  average  worker  and 
thus  discourage  rehabilitation. 

I  believe  this  would  be  a  most  unwise  course  of  action  and  sincerely  ask  that 
you  support  the  elimination  of  the  proposal  to  liberalize  the  disability  provision 
of  social  security  law  in  H.R.  6675. 
Sincerely  yours, 

Frank  Degen, 
Executive  Vice  President. 


Security  Mutual  Casualty  Co., 

Chicago,  III.,  April  23,  1965. 

Medicare  bill  H.R.  6675, 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

Senate  Offvce  Building,  Washington,  D.C. 

My  Dear  Senator  Byrd  :  The  recent  passage  by  the  House  of  the  medicare  bill, 
including  section  303,  was,  in  my  opinion,  a  rather  unfortunate  situation.  I 
feel  that  section  303  alone  will  at  least  double  social  security's  duplication  of 
workmen's  compensation  insurance  programs,  which,  in  my  opinion,  will  seriously 
hamper  the  efforts  of  many  insurance  companies  to  rehabilitate  insured  workers 
and  get  them  back  either  to  their  former  position  or  to  employment  of  some 
kind.  This  provision  alone.  I  believe,  calls  for  request  of  our  Representatives  in 
Washington  to  vote  against  the  passage  of  this  bill. 

In  addition  to  the  impact  of  this  legislation  upon  the  w^orkmen's  compensation 
efforts  of  many  insurance  companies,  passage  of  this  bill  would  result  in  higher 
taxes  imposed  upon  employees  and  employers  alike.   I  therefore  urge  you  to  vote 
against  the  medicare  bill  in  its  present  form. 
Yours  very  truly, 

C.  M.  Elsner. 


Gulf  States  Telephone  Co., 

Tyler,  Tex.,  April  23, 1965. 

Hon.  Harry  Flood  Byrd, 

Chairman,  U.S.  Senate  Finance  Committee, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  We,  as  an  employer  in  the  State  of  Texas  for  over  50 
years,  are  writing  you  in  deep  concern  over  section  303  of  the  social  security 
"medicare"  bill  (H.R.  6675)  w^hich  is  now  in  the  hands  of  the  Senate  Finance 
Committee. 

In  reviewing  the  contents  of  this  bill,  section  303  is  extremely  objectionable 
and  should  be  eliminated  from  the  bill.  This  section  303  proposes  to  extend 
social  security  benefits  now  provided  for  totally  and  permanently  disabled  work- 
men to  those  whose  disability  is  only  temporary  beyond  a  period  of  6  months. 
This  extension  will  embrace  thousands  of  additional  workmen  who  are  being 
compensated  u^nder  various  workmen's  compensation  laws.  As  you  may  know, 
unsuccessful  attempts  have  been  made  to  require  that  social  security  disability 
benefits  be  offset  in  the  amount  being  received  as  workmen's  compensation.  As  a 
result  many  injured  workmen  now  receive  cash  benefits  (from  social  security 
and  workmen's  compensation)  in  excess  of  their  wages  prior  to  injury.  Now 
it  is  proposed  by  this  section  303  that  social  security  benefits  be  extended  to  a 
still  larger  group  who  suffer  less  serious  industrial  injuries  and,  again,  with  no 
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provision  to  reduce  such  disability  payments  by  amounts  being  re^jeived  as 
workmen's  compensation  payments. 

We  feel  that:  (1)  Tbis  is  a  further  encroachment  by  the  Federal  0(j»verniiient 
into  a  social  concern  (compensation  of  injured  workmen)  which  traditionally 
has  been  a  responsibility  of  the  States.  (2)  The  further  extension  of  social 
security  benefits  to  injured  workmen  will  needlessly  aggravate  and  multiply 
tax  free  benefits  ( social  security  plus  workmen's  compensation ;  in  excess  of 
wages  earned  before  injury,  with  obvious  reluctance  to  return  to  their  jobs. 
(3)  The  extended  benefits  will  entail  enormous  administrative  detail  and  exjyensa 
which,  with  the  benefits  paid,  will  still  further  burden  the  already  overloaded 
social  security  program.  The  result  will  be  increased  social  security  taxes  on 
both  employer  and  employee. 

We  are  definitely  opposed  to  the  inclusion  of  section  303  into  the  ''medicare" 
bill  (H.R.  6675). 

Respectfully  submitted, 

RoLLA  L.  Johnson, 
Vice  President  and  General  Manager. 


Shepley,  Se\^eeson,  Bey  &,  Ochs, 

Attorneys  at  Law. 
Edina,  Minn..  April  21.  1965. 

Hon.  Haeby  F.  Byed, 

U.S.  Senate,  Washington.  D.C. 

Dear  Senator  Byed  :  I  trust  that  I  am  voicing  the  opinion  of  the  great  majority 
of  your  constituents  in  urging  the  elimination  of  section  303  from  the  medicare 
bill.  Is  there  any  other  ediface  in  the  entire  bulwark  of  the  American  law  and 
jurisprudence  that  stands  out  more  clearly  than  the  workmen's  compensation 
statute  and  the  relief  which  it  has  afforded  v^-orkers  of  America  for  job-connected 
disabilities  and  the  rehabilitation  program  which  private  industry  has  whole- 
heartedly supported? 

I  respectfully  urge  that  you  consider  the  harm  that  would  be  done  by  Federal 
duplication  of  workmen's  compensation  benefits. 

There  is  no  dispute  but  what  an  employee  who  sustains  a  job-connected  dis- 
ability should  be  compensated  for  that  disability  and  that  he  should  likewise 
accept  rehabilitation  where  it  is  possible  to  effect  same  and  return  ro  sustained 
gainful  employment. 

It  a.ppears  to  me  that  this  particular  section  303  of  the  medicare  bill,  if  passed, 
would  emasculate  the  entire  purpose  and  objective  so  signally  successful  over 
the  more  than  50  year  existence  of  the  workmen's  compensation  lavr.  Is  there 
any  real  gain  given  to  the  worker  by  this  type  of  legislation  vrhich  in  effect  is 
affording  to  the  employee  a  temporary  duplication  of  benefits  which,  if  passed, 
would  no  doubt  result  in  most  of  the  States  enacting  legislation  offsetting  work- 
men's compensation  benefits  to  cure  the  abuses  created  by  social  security's 
overlap? 

Xo  matter  what  your  position  on  the  medicare  bill  may  be.  I  respectfully 
join  the  great  majority  of  employers  in  urging  you  to  eliminate  section  303  from 
that  bill. 

It  is  obvious  that  section  303  will  increase  claimants  by  the  thousands  and 
complicate  the  administration  of  the  disability  program. 

As  you  know,  up  to  the  present  time  the  recipients  have  been  largely  long- 
term  cases  which  the  Social  Security  Administration  does  not  feel  require  much 
administrative  supervision.  There  can  be  no  doubt  that  if  the  section  303  defini- 
tion is  enacted,  there  will  be  large  numbers  of  persons  with  temporary,  short- 
term  disabilities  who  will  become  recipients  and  will  have  to  be  contacted  on 
a  month-to-month  basis  to  find  out  if  they  are  still  eligible,  not  to  mention  the 
duplication  of  benefits  already  being  provided  under  the  workmen's  compensa- 
tion laws  of  the  various  States. 

I  trust  you  will  give  this  particular  appendage  to  the  medicare  bill  your  careful 
scrutiny  and  because  of  the  abuses  to  which  it  may  lead,  take  action  to  have  it 
deleted  from  that  bill. 

Please  accept  my  kindest  regards. 
Tours  very  truly, 

R.  G.  Shepley. 


47-140 — 65— iDt.  2  36 
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Rayna  Drilling  Co.,  Inc., 
Dallas,  Tex.,  April  23, 1965. 
Re:  H.R.  6675 — "Medicare"  bill  section  303 — Extension  of  social  security  bene- 
fits to  tbe  temporarily  disabled. 
Senator  Haert  Byrd, 
Chairman,  Senate  Finance  Committee, 
U.S.  Senate,  Washington,  D.C. 

My  Dear  Senator  :  It  has  come  to  our  attention  with  the  passage  of  the 
"medicare"  bill,  H.R.  6675,  by  the  House  of  Representatives  that  section  303 
of  the  bill  would  extend  disability  payments  for  the  temporarily  disabled  with- 
out a  corresponding  reduction  in  the  existing  State  workmen's  compensation 
benefits. 

The  results  to  us  M^ould  increase  an  already  existing  shortage  of  labor  by 
providing  a  means  for  a  man  to  gain  income  (without  working)  in  excess  of 
our  present  wage  scale.  Ultimately  it  would  force  us  out  of  an  already  de- 
pressed industry  by  the  weight  of  the  added  taxes  that  would  be  necessary  to 
support  such  a  liberal  giveaway  program. 

It  will  be  necessary  for  the  drilling  companies  to  reduce  their  labor  force 
so  that  labor  overhead,  including  the  workmen's  compensation  burden,  will 
be  decreased. 

It  should  be  evident  by  this  letter  that  our  organization  is  opposed  to 
passage  of  the  "medicare"  bill  and  section  303  in  particular. 
Respectfully  yours, 

Paul  Lynch. 


Auburn,  Ind.,  April  23, 1965. 
Re:  Congress  H.R.   6675 — Social   Security   Amendments   of   1965 — providing 

medicare  and  greatly  broadening  the  duplication  of  workmen's  compensation 

and  social  security  benefits. 
Senator  Harry  F.  Byrd, 
Chairman,  Senate  Finance  Committee, 
Senate  Office  Building,  Washington,  D.C. 

Dear  Senator:  I  am  expressing  no  views  whatsoever  about  the  medicare 
bill  generally,  but  merely  calling  your  attention  to  one  provision  which  could 
result  in  doubling  State  workmen's  compensation  benefits — which  in  the  opin- 
ion of  many  employers  are  already  too  liberal,  and  encourage  malingering. 

This  bill  has  passed  the  House.  With  respect  to  medicare  it  contains  an 
exclusion  of  workmen's  compensation  medical  benefits.  However,  it  also  un- 
expectedly greatly  broadens  the  definition  of  disability.  No  offset  for  work- 
men's compensation  is  provided  against  social  security  disability  benefits. 
This  amendment  therefore  vastly  expands  the  encroachment  of  social  security 
into  the  field  of  work  injuries.    Are  you  aware  of  this  amendment? 

Under  the  bill,  workmen's  compensation  would  be  duplicated  by  social  se- 
curity in  all  cases  of  temporary  and  permanent  total  disability  lasting  6 
months  or  more.  Duplicate  payments,  however,  would  begin  with  the  end  of 
the  fifth  month.  Presently  social  security  disability  benefits  are  payable  only 
for  permanent  total  disability. 

It  seems  doubtful  that  two  compulsory  statutory  systems  providing  benefits 
for  the  same  disability  will  both  be  permitted  to  continue  for  long.  The  danger 
to  workmen's  compensation  is  obvious,  since  combined  benefits  especially  at 
the  increased  benefit  rate  provided  in  the  bill  would  exceed  average  take-home 
pay  in  at  least  47  States. 

It  is  expected  that  your  Senate  Finance  Committee  will  begin  consideration 
of  this  bill  following  the  Easter  recess.  It  is  most  probable  that  this  bill,  in 
some  form,  will  be  enacted.  To  preserve  workmen's  compensation,  the 
broadened  definition  of  disability  under  the  bill  must  be  eliminated,  or  an 
offset  provision  enacted. 

We  urge  that  you  and  the  other  members  of  your  committee  give  serious 
attention  to  the  elimination  of  what  must  be  an  obvious  oversight  in  the  present 
bill. 

Very  truly  yours, 

\W.  K.  Schaab,  Attorney  at  Law. 
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Lewis  Food  Co., 
Los  Angeles,  Calif.,  April  19, 1965. 

Hon.  Haeey  Flood  Byrd, 

Chairman,  Senate  Finance  Committee,  Washington,  D.C. 

Deak  Senator  Byrd  :  In  reference  to  H.R.  6675,  in  my  opinion,  every  effort 
slioiild  be  made  to  eliminate  disability  amendment  in  this  bill  since  this  would 
make  is  possible  in  many  States  with  joint  State  and  Federal  payments  to  the 
disabled  worker  to  exceed  his  average  take-home  pay  and  discourage  any 
efforts  to  get  back  to  work. 

It  is  not  now  uncommon  to  interview  a  Vv'orker  who  is  on  relief  who  will  ask 
for  part-time  since  they  don't  want  to  disturb  their  relief  payments,  and  the 
difference  between  relief  payments  and  gainful  employment  payments,  after 
income  and  other  taxes  are  deducted  does  not  provide  sufficient  spread  to 
encourage  the  worker  to  get  off  of  relief. 

This  is  now  being  clearly  demonstrated  in  California  where  our  growers 
are  in  desperate  need  of  help — where  we  have  thousands  of  workers  capable 
of  doing  farm  work  but  refuse  to  take  the  job  of  stoop  labor  instead  of  charity 
checks.  Of  course,  our  farm  problem  was  brought  about  by  the  fact  that  the 
AFL-CIO  failed  to  organize  the  farmworkers  and  proceeded  to  lobby  through  a 
bill  that  eliminated  the  braceros  and  have  left  the  farmers  v^ithout  stoop  labor, 
and  the  citizens  will  probably  be  paying  100  percent  more  for  vegetables  than 
they  have  in  the  past.  My  objections,  of  course,  are  in  regard  to  H.R.  6675. 
The  information  regarding  the  California  farmworker  was  added  for  your 
information. 

Yours  very  truly, 

D.  B.  Lewis,  President. 


The  Geeates  Providence  Chamber  of  Commerce, 

Providence,  R.I.,  April  22  ,1965. 
Re  H.R.  6675,  Social  Security  Amendments  of  1965. 
Senator  Harry  F.  Byrd, 
Chairman,  Senate  Finance  Committee, 
Senate  Q-ffice  Building,  Washington,  B.C. 

Dear  Senator  Byrd  :  Several  of  our  members  have  expressed  concern 
because  of  liberalization  of  entitlement  to  disability  benefits  under  the  above 
mentioned  bill.  They  are  primarily  concerned  because  of  employees  receiving 
v^  orkmen's  compensation. 

The  bill  eliminates  present  requirement  that  a  worker's  disability  must  be 
expected  to  result  in  death  or  to  be  of  long  continued  and  indefinite  duration 
and  instead  provides  that  the  worker  would  be  eligible  if  he  has  been  totally 
disabled  for  a  period  of  6  months. 

Under  Rhode  Island  law  claimants  for  workmen's  compensation  are  also  en- 
titled to  temporary  disability  insurance  payments.  The  present  limitation 
on  combined  benefits  is  85  percent  of  the  worker's  gross  average  weekly  wage 
with  a  maximum  of  $62  in  addition  to  any  dependency  payments  which  can 
amount  to  another  $12. 

When  this  combination  of  employer-employee  financed  benefits  on  the  State 
level  is  added  to  the  proposed  liberalization  of  entitlement  to  benefits  under 
the  social  security  amendments,  it  is  evident  that  all  incentive  to  return  to 
useful  employment  is  eliminated. 

Several  of  our  members  have  suggested  that  the  above  mentioned  social  se- 
curity amendments  be  further  amended  to  exclude  workmen's  compensation 
claimants  from  the  disability  provisions  of  the  program  until  they  have 
exhausted  their  workmen's  compensation  benefits. 
Sincerely, 

Robert  A.  Peirce, 
Manager,  Governmental  Affairs  and  Education  Department. 


Winchester  Memorial  Hospital, 

Winchester,  Va.,  April  16, 1965. 

Hon.  Harry  F.  Bybd,  Sr. 
U.S.  Senator, 
Washington,  D.C. 

Deae  Senator  Byrd  :  Our  mutual  friend  John  McL.  Adams,  M.D,,  suggested  I 
write  you  in  regard  to  H.R.  6675,  Social  Security  Amendments  of  1965. 
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This  proposed  legislation  lias  a  certain  provision  that  appears  to  have  the  i 
potential  of  reducing  and/or  adversely  affecting  the  high  standards  of  care  now  | 
enjoyed  by  patients  in  the  Nation's  hospitals.  The  particular  provision  is  un-  i 
der  "Part  C :  Miscellaneous  Provisions,  Definitions  of  Services,  Institutions,  J 
Etc.,''  section  1861,  inpatient  hospital  services,  (b)(4).  This  provision  states 
"excluding,  however  *  *  *  (4)  medical  or  surgical  services  provided  by  a 
physician,  resident,  or  intern  *  * 

The  Winchester  Memorial  Hospital  has  gained  a  widespread  reputation  for 
the  excellency  of  medical  treatment  and  hospital  care.  This  position  is  the  result  ' 
of  the  work  of  many  dedicated  laymen  and  physicians,  such  as  John  McL.  Adams, 
M.D.  The  department  of  pathology  and  radiology  are  very  highly  regarded  be- 
cause of  the  most  outstanding  medical  supervision  of  the  work  in  the  depart- 
ments by  physicians  who  are  expert  in  their  respective  fields  of  medicine.  The  j 
department  of  anesthesiology  under  the  direction  of  a  well  qualified  medical 
anesthesiologist  has  contributed  materially  to  better  patient  care. 

In  order  to  be  specific  as  to  how  these  departments  are  operated  and  how  this  ' 
proposed  legislation  will  affect  the  normal  operation,  I  will  discuss  each  depart-  i 
ment  in  some  detail. 

The  department  of  anesthesiology  is  composed  of  tw^o  medical  anesthesiologists 
and  five  nurse  anesthetists.  As  a  rule  during  the  schedule  of  operations  the 
medical  anesthesiologists  administer  anesthesia  to  patients.  In  addition,  they 
devote  part  of  their  time  to  the  supervision  of  the  certified  registered  nurse 
anesthetists  and  the  students  who  are  learning  to  be  nurse  anesthetists.  This  j 
is  a  most  satisfactory  type  of  arrangement  that  assures  all  patients  of  receiving 
good  anesthesia  services.  The  reason  the  Winchester  Memorial  Hospital  sought 
medical  anesthesiologists  some  years  ago  was  to  provide  even  better  patient 
care.  The  hospital  could,  of  course,  operate  without  medical  anesthesiologists 
supervising  ail  the  anesthesia  administered  but  such  loss  would  adversely  affect 
patient  care.  From  the  standpoint  of  mechanics  of  billing  it  would  appear  to 
be  almost  impossible  for  the  medical  anesthesiologist  to  submit  a  fair  bill  to  the 
patient  for  the  supervision  provided.  When  a  medical  anesthesiologist  per- 
sonally administers  an  anesthetic  he  can  very  easily  render  a  billing  to  the 
patient  for  the  service. 

The  department  of  pathology  has  a  staff  of  2  medical  pathologists  and  37 
other  persons  including  technicians,  students,  and  secretarial  staff.    This  de- 
partment  includes  clinical  pathology  and  tissue  pathology.    The  technicians 
and  other  personnel  are  supervised  by  the  pathologists  \vho  are  physicians  with  | 
special  training  in  pathology.    From  a  practical  standpoint  well  over  one-half  of  | 
the  pathologists'  time  is  spent  in  supervision.    Last  year  the  pathology  depart-  1 
ment  of  the  Winchester  Memorial  Hospital  performed  over  155,000  tests  of 
various  types  on  patients.    The  presence  of  excellent  supervision  assures  the  ' 
physicians  on  the  staff,  who  order  the  tests  on  patients,  that  the  results  will  be  | 
consistent  with  the  practice  of  good  medicine.    Under  the  proposed  legislation  j 
the  Winchester  Memorial  Hospital  could  not  include  the  remuneration  of  these 
pathologists  in  the  daily  costs.    Further,  it  would  appear  to  be  extremely  im- 
practical for  the  supervision  to  be  billed  separately  from  the  hospital  bill.  For 
example,  some  lab  tests  cost  $1.    The  pathologist  would  have  to  bill  for  his 
portion  of  the  $1  charge  which  would  be  extremely  impractical  and  costly. 

The  department  of  radiology  is  composed  of  three  radiologists  and  other  per- 
sons including  technicians,  students,  and  clerical  staff.  The  Winchester  Me- 
morial Hospital  had  one  of  the  earlier  X-ray  departments  in  Virginia  and  through 
the  years  has  had  a  most  outstanding  department  of  radiology.  The  radiologists 
supervise  the  work  of  the  technicians  and  interpret  all  of  the  X-ray  films  taken, 
In  addition  to  the  interpretation  of  films  the  radiologists  perform  fluorscopic 
examinations,  give  X-ray  treatments  and  cobalt  treatments.  Following  their 
advice  the  Winchester  Memorial  Hospital  installed  a  cobalt  therapy  unit  for  the 
treatment  of  cancer  and  other  conditions.  Last  year  the  department  of  radiology 
performed  over  26,7(X)  tests  on  patients.  Without  the  immediate  services  of 
qualified  radiologists  the  patients  of  the  Winchester  Memorial  Hospital  could 
conceivably  receive  less  than  our  desired  goal  and  moral  responsibility  for  good 
care. 

I  will  now  present  my  objections  to  the  particular  provision  of  this  bill. 

1.  The  services  of  radiology,  pathology,  and  anesthesiology  have  long  been 
recognized  as  medical  and  hospital  services  that  properly  belong  in  the  hospital. 

2.  These  services  would  be  less  than  adequate  if  experts  in  these  respective 
fields  of  medicine  were  not  immediately  available  in  the  hospital  irrespective  of 
the  patient's  ability  to  pay.    Under  this  proposed  legislation  if  a  patient  did 
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not  take  the  voluntary  supplementary  insurance  plan  it  is  conceivable  that  he 
:     would  not  benefit  from  the  knowledge  of  the  specialist  in  anesthesiology,  pa- 
thology, and  radiology.    It  is  highly  possible  that  physicians  not  qualified  in 
these  fields  of  medicine  may  attempt  to  interpret  the  various  tests  and  that  could 
j     be  detrimental  to  good  patient  care.    Further,  without  the  direct  supervision 
'     of  the  various  technicians  by  a  qualified  specialist  there  could  be  a  deterioration 
in  the  quality  of  the  work  performed.    In  addition,  unless  these  specialists  are 
on  some  type  of  contractural  arrangement  with  a  hospital  the  medical  staff 
could  not  be  as  dependent  and  demanding  for  their  outstanding  services.  One 
can  seriously  question  the  effectiveness  of  these  departments  that  do  not  have 
i     contract  physicians  in  charge. 

3.  From  the  standpoint  of  billing,  a  patient  in  the  Winchester  Memorial  Hos- 
i     pital  receives  one  bill  for  all  hospital  services.    Under  this  proposed  legislation 
'     a  patient  could  receive  four  bills  instead  of  one.    This  would  undoubtedly  in- 
crease administrative  costs  very  substantially.    This  would  in  effect  increase  the 
Nation's  health  bill. 

4.  The  Winchester  Memorial  Hospital  has  different  arrangements  with  these 
specialists  that  appear  to  be  fair  to  the  patients,  the  physicians,  and  the  hos- 
pital. If  this  provision  is  left  in  and  the  bill  becomes  law  it  will  be  necessary 
to  renegotiate  these  contracts. 

5.  As  the  bill  is  now  written  it  would  appear  that  the  only  contract  possible 
so  that  supervision  would  be  provided  would  be  one  of  a  lease  type.    This  would 

I  mean  the  hospital  would  lease  the  department  to  the  particular  specialist  and 
I  in  affect  lose  all  control.  These  departments  are  in  effect  closed  departments. 
I  The  closed  management  is  mandatory  because  of  the  supervision  necessary  to 
t  assure  good  work  by  the  technical  personnel.  In  hospitals  such  as  ours  there 
!  could  be  a  lot  of  public  indignation  against  lease-type  arrangements  since  the 
j  hospital  has  been  built  with  substantial  individual  contributions. 
I  6.  This  bill  would  greatly  affect  Blue  Cross  and  other  health  insurers  who  now 
,|     include  services  as  hospital  services.    A  hospital  would  in  effect  be  providing 

only  room,  board,  and  nursing  care. 
i|        Title  XVIII — Health  insurance  for  the  aged,  prohibition  against  any  Federal 
I;     interference ;  section  1801  states :    •'Nothing  in  this  title  shall  be  construed  to 
j     authorize  any  Federal  oflSce  or  employee  to  exercise  any  supervision  or  control 

over  the  practice  of  medicine  or  the  manner  in  which  medical  services  are  pro- 
j  vided  *  *  *  to  exercise  any  supervision  or  control  over  the  administration  of 
|l     any  such  institution,  agency,  or  person." 

i|        In  order  to  carry  out  the  above  provision  the  bill  should  make  it  possible  for 
I     hospitals  and  these  certain  medical  specialists  to  work  out  contracts  on  a  local 
'!     basis  consistent  with  the  needs  of  the  particular  community  and  hospital.  The 
bill  should  be  so  written  that  the  total  charges  for  anesthesiology,  pathology, 
and  radiology  services  would  be  covered  as  hospital  services  when  these  services 
are  offered  as  hospital  services.    In  addition,  the  bill  should  provide  total  pay- 
I     ment  when  these  services  are  not  provided  by  the  hospital  directly.    I  deeply 
appreciate  the  opportunity  of  presenting  this  matter  as  it  appears  to  affect  our 
community  and  our  hospital.    If  I  can  be  of  further  service  please  command  my 
,  attention. 

I  i        With  kindest  personal  regards  and  best  wishes, 
'        Yours  very  truly, 

Carl  S.  Napps,  Administrator, 


i  April  22, 1965. 

\     Re  Section  303  of  the  medicare  bill. 

jii     Hon.  Ralph  Yakboeough, 

1     U.S.  Senate,  Washington,  D.C. 

I  Dear  Senator  Yaeborough  :  During  my  lifetime  and  in  particular  during  the 
I  past  few  years,  the  degree  of  Federal  intrusion  upon  private  enterprise  and  the 
'  individual  has  reached  alarming  proportions.  This  is  resulting  in  a  curtail- 
j  ment  of  our  individual  freedoms  and  will  impose  undue  tax  burdens  not  only 
j,  upon  our  citizens  of  today,  but  also  upon  future  generations.  It  is  a  truism 
1     that  "The  power  to  tax  is  the  powder  to  destroy." 

It  is  now  apparent  that  some  form  of  medicare  will  become  Federal  law.  For 
that  reason  I  shall  not  direct  my  remarks  to  the  medicare  bill  as  a  whole,  but 
will  confine  them  to  a  particular  section  of  the  bill,  section  303. 
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Section  303  is  not  even  pertinent  to  the  purpose  of  the  medicare  bill,  but  is  a 
nonrelated  amendment  to  the  social  security  disability  program.  Under  the 
present  law,  the  social  security  disability  prog:ram  is  inten^ded  to  cover  cases  of 
severe,  long-term  disability.  Section  303  would  drop  this  requirement  and  would 
make  benefits  available  to  workers  who  have  been  out  of  work  for  6  months  with 
any  medically  determinable  mental  or  physical  impairment.  This  would  result 
in  thousands  of  workers  collecting  not  only  social  security  benefits,  but  also 
other  benefits  available  through  workmen's  compensation  and  other  local  or 
employer-financed  programs.  As  a  result  a  person  could  collect  more  tax-free 
dollars  for  not  working  than  he  would  have  earned  on  the  job  prior  to  his  injury 
or  illness.    There  would  be  no  incentive  for  rehabilitation  under  such  a  program. 

Section  303  is  just  another  encroachment  following  the  many  other  encroach- 
ments the  Federal  Government  has  taken  upon  private  industry.  Section  303 
would  destroy  the  workmen's  compensation  insurance  system.  If  that  happens 
the  major  impetus  for  occupational  safety  will  be  destroyed.  Workmen's  com- 
pensation costs  are  based  upon  actual  loss  experience  of  industry  groups  and  of 
individual  employers.  This  gives  the  employer  a  direct  financial  incentive  to 
improve  job  safety,  thus  reducing  the  cost  of  accidents  through  safety  programs, 
medical  programs  rehabilitation  and  other  loss  control  techniques  developed  by 
private  industry. 

Consider  also  the  additional  cost  section  303  will  impose  upon  private  industry 
and  all  of  the  American  people.  I  need  not  point  out  the  continual  rise  in  social 
security  taxes  during  the  past  several  years,  and  I  am  sure  you  are  familiar 
with  the  future  increases  that  will  be  necessary  to  meet  the  present  social  security 
payments,  not  to  mention  the  additional  program  of  medicare.  All  so-called 
Government  benefits  are  charged  back  to  the  public  in  the  form  of  taxes,  whether 
they  be  called  income  taxes,  FICA,  or  what  have  you.  Unfortunately,  the  cost 
is  much  greater  than  the  benefit  received. 

How  much  additional  cost  will  section  303  of  the  medicare  bill,  H.R.  6675 
impose  upon  us?  How  much  wider  will  section  303  open  the  door  for  Federal 
intrusion?  iNobody  knows  for  sure.  Section  303  is  being  rushed  through  Con- 
gress on  the  coattails  of  the  medicare  bill,  without  public  hearings,  and  with 
utter  disregard  for  the  disastrous  effect  it  will  have  upon  the  established 
programs  of  private  enterprise. 

I  urge  you  to  work  toward  the  elimination  of  section  303  from  the  medicare 
bill. 

Yours  very  truly, 

Tony  Dieks meter. 


U.S.  Senate. 
Washington,  D.C.  April  24, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate 

Washington,  D.C.  20510 

My  Dear  Harry  :  With  further  reference  to  our  recent  exchange  of  correspond- 
ence. I  send  you  herewith  a  proposed  amendment  to  the  social  security  bill,  H.R. 
6675.  The  amendment  would  provide  that,  for  the  purposes  of  determining 
whether  the  earnings  of  an  individual  receiving  social  security  retirement  bene- 
fits exceed  the  limits  prescribed  by  law,  the  value  of  meals  and  lodging  provided 
by  and  for  the  convenience  of  his  employer  would  not  be  taken  into  account.  As 
you  know,  this  amendment  would  bring  the  earnings  definition  under  the  social 
security  law  in  line  with  the  income  definition  as  contained  in  the  income  tax 
laws. 

I  would  appreciate  it  if  you  would  bring  the  amendment  to  the  attention  of 
other  members  of  the  Senate  Finance  Committee  when  considering  H.R.  6675. 
I  will,  of  course,  personally  talk  with  you  about  the  amendment  at  the  first 
opportunity.  If  you  need  any  further  information  regarding  the  amendment, 
please  advise  me. 

With  warmest  personal  regards,  I  am 
Very  sincerely, 

Lister  Hill. 

Enclosures:  (1)  Draft  of  amendment  and  (2)  copy  of  original  letter  from 
James  W.  Wilson,  administrator,  Piedmont  Hospital  and  Nursing  Home,  Pied- 
mont, Ala. 
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j  AMENDMENT 

Intended  to  be  proposed  by  Mr.  Hill  to  H.R.  6675,  an  Act  to  provide  a  hospital 
insurance  program  for  the  aged  under  the  Social  Security  Act  with  a  sup- 
plementary health  benefits  program  and  an  expanded  program  of  medical- 
I  assistance,  to  increase  benefits  under  the  Old-Age,  Survivors,  and  Disability 

Insurance  System,  to  improve  the  Federal-State  public  assistance  programs, 
and  for  other  purposes,  viz:  On  page  218,  between  lines  19  and  20,  insert 
I  the  following : 

(b)  Section  203(f)  (5)  (O)  of  such  Act  is  amended  by  adding  at  the  end  thereof 
!      the  following  new  sentence:   "For  purposes  of  this  subsection,  there  shall  not 
be  included  as  part  of  an  individual's  wages  remuneration  received  by  him  in 
,     the  form  of  meals  or  lodging  if  such  remuneration  is  excluded  form  the  gross 
income  of  such  individual  under  section  119  of  the  Internal  Revenue  Code  of  1954." 
On  page  218,  line  20,  strike  out  "(b)"  and  insert  in  lieu  thereof  "(c)". 
I        On  page  218,  line  20,  strike  out  "subsection  (a)"  and  insert  in  lieu  thereof 
I     "subsections  (a)  and  (b)". 

I  Piedmont  Hospital  and  Nursing  Home, 

1  Piedmont,  Ala.,  Feljruary  2Jf,  1965. 

I     Hon.  Lister  Hill, 

|:     U.8.  Senate 

j     Washington,  D.G. 

I  Dear  'Senator:  The  board  of  trustees  of  the  local  hospital,  has  been  con- 
j  fronted  with  a  problem  that  appears  to  be  detrimental  to  employees  65  years  of 
I     age  and  over  that  are  drawing  social  security  benefits. 

I  In  the  implementation  of  the  Social  Security  Act,  a  person  that  is  drawing 
Ij  these  benefits  is  not  allowed  to  make  over  $1,200  per  year  without  a  check  or 
1  checks  being  withheld  toy  HEW  to  be  within  the  $1,200  limit.  This  part  is 
\     reasonable,  as  the  drawee  is  gainfully  employed  to  supplement  his  income.  The 

I  part  that  appears  unreasonable  is,  "that  people  in  this  category  are  penalized  for 
J  having  received  meals  given  by  their  employer  which  is  for  the  benefit  of  the 
|l     employer."    These  meals  are  charged  to  the  person  as  earned  income  for  social 

II  security  purposes.  The  W-2  forms  will  show  FICA  taxable  wages  $1,350,  wages 
'  for  income  tax  $1,200  because  during  the  year  the  employee  has  been  given  meals 
Ij     in  the  amount  of  $150,  solely  for  the  benefit  of  the  employer. 

I        Over  the  United  States  there  are  probably  thousands  of  persons  employed  by 
ij     hospitals,  hotels,  cafes,  and  other  public  places  that  are  in  the  age  category  above, 
'I     that  are  given  one  meal  per  day  per  employee.    This  is  for  the  benefit  of  the 
1     employer  and  the  public,  whereby  services  to  the  public  are  not  interrupted. 
Each  is  being  penalized  by  "a  gift"  that  is  to  the  interest  of  the  employer  as  the 
excess  of  $1,200  is  charged  to  the  employee  although  it  is  a  gift. 
}|        For  practical  purposes  and  for  the  benefit  of  the  people  in  the  above  category 
j     it  appears  that  the  Social  Security  Act  should  be  amended  to  read  as  the  Internal 
Revenue  Service  Act,  "that  if  an  employee  is  given  meals  and  lodging  expressly 
for  the  interest  of  the  employer,  then  that  value  given  is  not  considered  as 
I     taxable  income." 

The  board  of  trustees  has  discussed  this  with  local,  State  and  regional  so- 
\  cial  security  offices  and  find  that  this  is  the  law.  If  this  is  changed  it  will  have 
1     to  be  done  by  Congress.    To  benefit  the  persons  this  was  written  to  aid,  it  appears 

that  a  change  should  be  considered. 
J        Please  give  this  your  serious  consideration  and  if  you  agree  that  the  persons  in 
the  category  should  not  be  penalized  by  a  gift,  it  will  help  numbers  of  persons 
i;     if  you  will  set  the  machinery  in  motion  to  amend  the  law. 
'l        Thank  you  for  your  consideration. 
Very  truly  yours, 

'  Piedmont  Hospital  Board  of  Trustees. 

S.  G.  WooDDY,  Mem'oer. 


Statement  of  xAlMerican  Society  of  Internal  Medicine.  Submitted  by  Dr. 

Fred  Richmond 

Beckley,  W.  Va.,  April  1965. 

Hon.  Robert  C.  Byrd, 
Senate  Office  Building, 
Washington,  B.C. 

Dear  Sir  :  Enclosed  herewith  is  a  statement  by  the  American  Society  of  In- 
ternal Medicine  of  which  I  happen  to  be  a  member,  and  which  I  wish  and  hope 
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that  you  will  find  the  time  to  pursue  fairly  carefully,  and  let  me  know  your 
reaction  to  its  content. 

I  have  studied  the  transcript,  enclosed,  fairly  ca.refully,  and  I  see  no  reason 
that  the  suggestions  made  are  not  within  the  desires  that  all  of  us  want  in 
regard  to  medical  care  for  the  aged.  It  seems  to  me  particularly  desirable  that 
the  comment  on  H.R.  6675,  part  B,  "Supplementary  Health  Insurance  Benefits'' 
are  apropos  and  have  fa.r  reaching  significance.  The  fear  of  domination  of  per- 
sonal medical  care  by  the  Federal  Government  is  not  without  some  foundation 
and  any  method,  equitably  delineated,  that  will  obviate  this  fear  must,  therefore, 
be  well  founded.  I  would  direct  your  attention  to  the  present  situation  that  is 
prevailing  in  Britain  today.  The  possibility  of  a  strike,  certainly  on  the  part 
of  all  general  practitioners,  is  definitely  possible.  More  importantly,  however, 
has  been  the  affect  on  enrollment  in  medical  schools,  and  the  gradual  diminished 
supply  of  physicians  to  Britain  itself.  I  have  had  a  number  of  discussins  with 
British  emigres,  who  are  presently  practicing  in  this  area,  and  they  are  only 
part  of  the  number  who  are  almost  daily  or  monthly  leaving  Britain  fo,r  other 
areas  in  the  world,  x\ustralia,  Canada,  the  United  States,  South  Africa,  etc.  One 
estimate  by  a  knowledgeable  individual  is  that  within  a  period  of  10  years  if 
the  present  system  continues,  that  there  will  probably  be  less  than  half  the 
number  of  physicians  presently  practicing  in  Britain,  and  the  number  of  qualified 
applicants  for  medical  school  will  concomitantly  drop  as  well.  Historically,  the 
development  of  such  a  program  as  is  presently  contemplated  will  never  be  termi- 
nated unless  revolution  develops,  and  particularly  is  this  true  in  a  nation  the  size 
of  the  United  States.  It  therefore  behooves  you,  our  representatives,  to  be  as 
deliberate,  as  sagacious  and  as  prescient  as  possible  in  developing  this  total  pro- 
gram. That  is  my  reason  for  asking  that  you  pursue  this  enclosure  to  see  if 
you  do  not  agree  that  these  suggested  amendments  will  only  add  to  the  strength 
and  workability  of  the  total  program. 

Thanking  you  for  past  favors,  and  hoping  that  you  can  see  fit  to  support  the 
presently  recommended  amendments,  I  am 
Sincerely  yours, 

W.  Fred  Richmond,  M.D. 

American  Society  of  Internal  Medicine, 

San  Francisco,  Calif.,  April  8,  1965. 

To  the  Members  of  the  U.S.  Senate: 

The  American  Society  of  Internal  Medicine  is  a  national  organization,  with 
8.000  members  who  are  all  qualified  internists.  The  purposes  of  the  society  are 
"to  study  the  scientific,  economic,  social  and  political  aspects  of  medicine  at  a 
national  level,  in  order  to  secure  and  maintain  the  best  patient  care  and  the 
highest  standard  of  practice  in  internal  medicine." 

But  these  stated  purposes  are  far  less  important  than  the  traditional  concern 
of  the  practicing  physician  with  his  sick  patients  and  with  the  quality  of  care 
they  receive.  It  is  this  concern  which  has  stirred  the  interest  of  the  members 
of  this  organization  in  the  proposed  medicare  bill.  Internists  provide  non- 
surgical services  which  will  comprise  the  bulk  of  care  rendered  under  a  medicare 
law,  and  their  sick  patients  will  therefore  receive  many  of  the  benefits.  The 
members  of  this  organization  consider  that  they  have  a  common  interest  with 
each  U.S.  Senator  and  each  Representative  in  the  Congress  in  their  desire  to 
be  sure  that  the  care  provided  is  of  the  highest  quality.  For  this  reason  the 
American  Society  of  Internal  Medicine  feels  an  obligation  to  speak  up  at  this 
time  and  share  its  views  with  the  members  of  the  U.S.  Senate. 

This  society  therefore  urges  that  all  Senators  and  Members  of  the  House  of 
Representatives  carefully  consider  the  medicare  bill.  Especially  we  are  con- 
cerned with  the  implication  for  the  future  of  patient  care  in  this  Nation  con- 
tained in  the  proposed  title  XVIII  of  the  Social  Security  Act  as  introduced  in 
H.R.  667.^.  The  bill  makes  provision  for  Government  subsidy  of  hospital,  nurs- 
ing home,  and  professional  care  for  individuals  over  65  regardless  of  their 
financial  need.  The  bill  also  clearly  gives  to  the  Secretary  of  the  Department  of 
Health,  Education,  and  Welfare,  the  ultimate  authority  to  determine  the  nature 
of,  the  quality  of,  and  the  payment  for,  whatever  services  are  to  be  rendered. 
This  is  a  clear  departure  from  the  American  system  of  medical  care  which  has 
become  the  envy  of  the  other  systems  throughout  the  world- 

The  American  Society  of  Internal  Medicine  heartily  approves  what  is  under- 
stood to  be  the  plan  of  the  Senate  to  hold  open  discussion  and  public  hearings 
which  have  always  been  customary  for  such  an  important,  costly  and  far 
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reaching  measure.  The  Society  hopes  to  be  heard  at  that  time,  and  further, 
that  its  suggestions  for  improvements  in  the  Bill  will  receive  consideration. 

The  American  Society  of  Internal  Medicine  vv^ouid  like  to  make  the  following 
comments  with  respect  to  H.R.  6675,  for  consideration  by  members  of  the  United 
States  Senate.  These  comments  refer  principally  to  the  proposed  Title  XVIII 
to  be  added  to  the  Social  Security  Act  and  entitled  "Health  Insurance  for  the 
Aged."  They  are  based  upon  the  assumption  that  (1)  tax-supported  medical 
care  will  no  longer  be  limited  to  those  in  financial  need,  and  (2)  the  principle 
that  there  should  always  be  the  greatest  possible  local  and  State  control  of 
federally  supported  health  care  programs  will  no  longer  apply. 

H.E.  6675,  PART  A — "HOSPITAL  INSURANCE  BENEFITS  FOR  THE  AGED" 

If  it  is  decided  by  the  Administration  and  the  Congress  that  the  Federal 
Government  will  provide  payment  for  medical  care  for  certain  individuals 
whether  they  need  it  or  not  by  means  of  a  Social  Security  payroll  tax,  then  the 
American  Society  of  Internal  Medicine  believes  that  the  benefits  so  provided 
should  be  limited  to  domiciliary  care  in  a  hospital,  nursing  home  or  similar 
facility.  This  Society  believes  that  Representative  Wilbur  Mills  and  the  members 
of  the  House  Ways  and  Means  Committee  have  made  distinct  improvements  over 
HR  1  and  SB  1  in  this  section.  However,  it  would  strongly  recommend  the  total 
exclusion  of  benefits  for  professional  and  diagnostic  services  from  this  section. 
This  would  complete  what  appears  to  have  been  the  desirable  intent  of  the  House 
Ways  and  Means  Committee.  If  the  hospital  benefits  under  this  section  are 
restricted  to  "domiciliary"  care  then  they  would  more  or  less  parallel  the  concept 
of  the  Social  Security  cash  payments.  Thus  they  would  serve  as  a  base  upon 
which  an  individual  could  add  whatever  is  needed  to  build  up  an  adequate 
program  for  his  own  needs,  just  as  the  Social  Security  retirement  benefits  serve 
as  a  base  for  an  individual's  program  for  financing  his  retirement. 

H.R.  6675,  PART  B  "SUPPLEMENTARY  HEALTH  INSURANCE  BENEFITS  FOR  THE  AGED" 

The  American  Society  of  Internal  Medicine  has  its  greatest  concern  and  appre- 
hension with  respect  to  the  "Supplementary  Health  Insurance  Benefits  for  the 
Aged"  section  of  H.R.  6675.  The  intent  to  provide  a  voluntary  program  with 
benefits  to  supplement  the  basic  compulsory  program  of  domiciliary  care  is  most 
commendable.  However,  it  appears  to  knowledgeable  persons  in  our  society  that 
this  section  as  conceived  and  written  will  prove  quite  unworkable  without  rather 
precise  regulation  and  control  on  the  part  of  the  Secretary  of  Health,  Education, 
and  Welfare.  This  inescapably  raises  the  specter  of  eventual  domination  of 
medical  care  in  this  Nation  by  the  Federal  administration  through  the  office  of  the 
Secretary  of  Health,  Education,  and  Welfare  or  an  office  responsible  to  him. 
The  quality  of  medical  services  would  then  become  the  responsibility  of  the 
Federal  Government  rather  than  of  those  who  render  the  services.  It  is  the 
belief  of  this  society  that  neither  the  American  people  nor  the  U.S.  Senate 
wish  this  eventuality  to  come  to  pass. 

If  it  is  to  be  the  decision  of  the  Congress  to  provide  Federal  financial  support 
of  medical  services  for  those  over  65,  whether  on  a  voluntary  basis  or  not, 
or  whether  in  financial  need  or  not,  then  the  American  Society  of  Internal 
Medicine  suggests  that  this  be  done  thruogh  a  mechanism  similar  to  the  Federal 
Employees  Health  Benefits  program  which  has  proven  to  be  so  successful. 
This  program  has  now  gained  a  substantial  amount  of  professional  and  actuarial 
experience.  It  has  been  found  to  be  a  workable  program  which  has  been 
satisfactory,  not  only  to  the  Federal  Government,  but  to  physicians  and  patients 
as  w^ell.  This  might  provide  a  happy  solution  with  which  the  medical  profession, 
the  sick  patients  and  the  Government  could  live  in  harmony. 

If  this  is  to  be  done,  the  American  Society  of  Internal  Medicine  would  like  to 
suggest  to  the  Congress  that  there  be  established  some  sort  of  a  health  benefits 
commission,  or  board,  perhaps  with  representation  from  the  medical  profession, 
various  insurance  carriers,  and  the  consumer  as  well  as  from  Government. 
Such  a  commission  or  board  could  operate  the  program  in  similar  fashion  to  the 
Civil  Service  Commission  operation  of  the  Federal  health  benefits  program.  It 
should  be  of  quasi-independent  status.  This  would  remove  the  fear  of  domina- 
tion of  peirsonal  medical  care  by  a  powerful  Federal  agency,  and  would  make  the 
same  kind  and  quality  of  medical  care  available  for  all.  Most  importantly,  it 
would  leave  responsibility  for  the  control  of  quality  and  cost  with  those  who 
actually  provide  and  render  the  care. 
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H.R.     667  5,    AMENDMENTS    RELATING    TO    IMPROVEMENT    AND    EXTENSION    OF  THE 

KERR-MILLS  PROGRAM 

This  section  of  the  bill,  together  with  the  subsequent  section  III,  "Child  Health 
Program  Amendments,"  appear  to  the  American  Society  of  Internal  Medicine  to 
be  improvements  in  these  programs  for  the  needy  which  are  long  overdue.  How- 
ever, there  has  not  yet  been  an  opportunity  to  study  them  in  detail. 

IN  SUMMARY 

The  officers  and  trustees  of  the  American  Society  of  Internal  Medicine  speaking 
for  8,000  qualified  internists  in  this  Nation,  respectfully  suggest : 

(1)  That  ample  opportunity  be  given  for  public  hearings  as  well  as  careful 
review  and  study  of  the  provisions  of  this  most  complex  and  far-reaching  bill, 

(2)  that  all  professional  and  diagnostic  services  be  deleted  from  that  part 
of  the  bill  which,  in  part  A,  provides  "Hospital  Insurance  Benefits  for  the  Aged" 
by  means  of  a  social  security  tax,  and 

(3)  that  serious  consideration  be  given  to  improving  the  section  of  the  bill 
entitled  "Supplementary  Health  Insurance  Benefits  for  the  Aged"  as  presently 
outlined  in  H.R.  6675.  The  American  Society  of  Internal  Medicine  believes 
that  this  can  best  be  achieved  under  a  plan  parallel  in  structure  and  function  to 
the  eminently  successful  Federal  Employees  Health  Benefits  program.  The 
American  Society  of  Internal  Medicine  further  believes  that  the  program  should 
be  administered  by  some  sort  of  quasi-independent  health  benefits  commission 
or  board  with  appropriate  representation  which  would  remove  the  fear  of 
domination  of  personal  medical  care  by  a  powerful  Federal  agency  and  make 
the  same  kind  and  quality  of  medical  care  available  to  all. 


The  Council  fob  Homeopathic 

Research  and  Education,  Inc., 

New  York,  N.Y.,  April  21, 1965 

Re  S.  1 :  H.R.  6675  "medicare"  bill. 

To  Hon.  Harry  Flood  Byrd, 

Chairman,  Committee  on  Finance,  U.S.  Senate, 

Washington,  B.C. 

Dear  Senator  Byrd  :  This  organization  respectfully  protests  against  the  exclu- 
sion of  the  ofiicial  Homoeopathic  Pharmacopoeia  of  the  United  States  from  the  list 
of  compendia  contained  in  the  definition  of  the  terms  "drugs"  and  "biologicals" 
as  recited  in  subsection  (t)  of  section  1861,  title  XVIII  of  the  above  bill  now 
under  consideration  by  the  Senate  Committee  on  Finance. 

We  hope  this  discrimination  against  those  who  wish  homeopathic  medical 
treatment  can  be  corrected  before  the  bill  is  voted  on  in  the  Senate. 
Sincerely  yours, 

Constantine  Sidamon-Eristoff, 

President. 


Federation  of  Jewish  Agencies  of  Atlantic  County, 

Ventnor  City,  N.J.,  April  22,  1965. 

Senator  Harry  F.  Byrd. 

U.S.  Senate,  Washington,  B.C. 

Dear  Senator  Byrd  :  H.R.  6675  is  an  excellent  measure.  May  I  ask  that  you 
consider  two  changes. 

From  an  administrative  point  of  view,  it  would  appear  to  be  desirable  to 
have  the  cost  of  hospital  services  of  radiologists,  pathologists,  physiatrists,  and 
anesthesiologists  included  under  hospital  costs  provided  in  the  bill,  and  further, 
that  the  payments  requested  of  $40  for  hospitalization,  $20  for  diagnostic  service, 
and  $50  for  doctors'  bills,  be  eliminated.  Our  experience  in  New  Jersey,  where 
I  serve  as  chairman  of  the  Committee  on  Financial  Assistance  of  the  New  Jersey 
State  Board  of  Public  Welfare,  has  indicated  that  such  provisions  are  confusing, 
often  conflicting,  and  are  administratively  more  costly  to  enforce  than  the  funds 
that  are  saved. 

This  was  our  experience  in  implementing  the  Kerr-Mills  program,  for  medical 
assistance  for  the  aged  in  New  Jersey.  I  am  quite  certain  that  it  would  be 
even  more  difficult  to  try  to  do  so  on  a  national  basis. 
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Furthermore,  the  hospitals,  in  the  first  instance,  would  have  to  re-do  their 
own  statistics  as  to  daily  costs,  etc.,  for  Blue  Cross  and  others,  if  the  specialists' 
services  are  not  included  as  part  of  the  hospital  costs.  As  regards  public  assist- 
ance clients,  the  State  would  have  to  absorb  the  payments  listed  above  and 
provide  for  a  very  complex  bookkeeping  operation. 

I  am  mindful  of  the  intent  behind  the  recommendation  for  these  payments. 
It  would  seem  to  me  that  the  purposes  could  best  be  served  by  a  much  closer 
supervision  and  review  process. 

A  great  and  historic  forward  step  will  be  taken  when  your  committee  com- 
pletes its  deliberations  and  substantially  approves  H.R.  6675. 
Most  sincerely  yours, 

Irving  T.  Spivack, 
EwGGutive  Director. 


Burroughs  Wellcome  &  Co.  (U.S.A.),  Inc., 

Tuckahoe,  N.Y.,  April  22,  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee,  Sefiate  Office  Building,  Washington,  B.C. 

Dear  Senator  Byrd  :  I  understand  that  your  committee  is  now  taking  under 
consideration  the  Social  Security  Amendments  of  1965,  H.R.  6675,  89th  Congress, 
passed  by  the  House  on  April  8.  I  would  like  to  comment  upon  this  bill  as  it 
would  affect  the  supply  of  drugs  under  the  Federal  health  care  program  for 
persons  over  65.  Two  provisions  of  the  proposed  bill  could  have  the  unfortunate 
consequence  of  limiting  the  drugs  available  to  patients  under  the  "medicare" 
program. 

Section  1861  (t)  of  the  bill  would  permit  reimbursement  only  for  drugs  in- 
cluded in  the  U.S.  Pharmacopoeia,  the  National  Formulary,  New  Drugs  or 
Accepted  Dental  Remedies,  or  approved  by  the  pharmacy  and  drug  therapeutics 
committee  of  the  medical  staff  of  a  hospital  cooperating  in  the  program. 

These  compendia  are  concerned  mainly  with  individual  drugs.  They  do  not 
include  many  therapeutic  drug  combinations  which  have  found  wide  usage  in 
medicine  because  of  their  effectiveness  and  simplicity  of  administration  as  well 
as  the  economy  afforded  by  having  the  ingredients  combined  in  a  single  dosage 
form.  In  addition  to  depriving  the  patient  of  many  new  drug  combinations  now 
widely  used,  the  publication  schedules  of  these  compendia  may  lead  to  delays 
in  the  listing  and  availability  of  approved  individual  new  drug  products.  Of 
the  113  products  in  our  present  price  list,  59  do  not  appear  in  these  compendia. 
,  Among  those  excluded  are  a  leading  prescription  analgesic,  which  has  been  used 
I  by  the  medical  profession  for  over  37  years ;  the  majority  of  our  topical,  otic,  and 
Ij  ophthalmic  antibiotic  combinations  which  are  issued  under  the  certification 
procedure  of  the  Food  and  Drug  Administration ;  a  long-established  prepara- 
tion for  the  treatment  of  coronary  conditions  and  a  new  drug  approved  by  the 
Food  and  Drug  Administration  for  use  in  the  treatment  of  a  certain  type  of 
cancer.  Unless  approved  by  a  local  hospital  therapeutics  committee,  these  and 
other  useful  medicines  would  be  denied  to  the  "medicare"  patient.  The  provi- 
sion for  approval  by  the  local  hospital  committee  would  not  be  expected  to  cure 
this  defect.  Individual  action  by  local  committees  would  probably  result  in 
lack  of  uniformity  of  drugs  available  in  different  hospitals.  Many  hospitals  do 
not  have  such  committees,  and  since  the  committees  themselves  have  a  varying 
degree  of  expertise  in  evaluating  therapeutic  products,  factors  other  than  the 
effectiveness,  quality,  and  safety  of  the  drugs  involved  may  enter  into  their 
decision. 

Of  necessity  this  could  result  in  interference  with  the  physician's  right  to 
prescribe  for  his  "medicare"  patient  the  same  drugs  he  would  use  for  the  treat- 
ment of  his  other  patients. 

Accordingly,  we  favor  amending  section  1861  (t)  by  deleting  the  words  "Or  as 
are  approved  by  the  pharmacy  and  drug  therapeutics  committee  (or  equivalent 
committee)  of  the  medical  staff  of  a  hospital  furnishing  such  drugs  and  biolog- 
icals"  and  substituting  "or  are  ordered  or  prescribed  by  the  attending  physicians 
on  the  medical  staffs  of  hospitals  for  the  care  and  treatment  of  patients." 

Similar  objections  with  respect  to  the  availability  of  drug  products  arise  under 
sections  1814(b)  and  1861  (v)(l)  dealing  with  reimbursable  cost,  vrhich  em- 
power the  Secretary  of  Health,  Education,  and  Welfare  to  exclude  certain  drugs 
from  the  "medicare"  program  on  the  basis  of  their  cost  alone,  despite  the  fact 
that  effectiveness  and  quality  should  be  the  principal  concern.  Consideration  of 
the  reasonableness  of  cost  is  essential  to  the  effective  implementation  of  the 
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"medicare"  program,  but  it  would  seem  that  the  addition  of  the  following  lan- 
guage to  section  1861  (v)  (1)  would  accomplish  the  desired  result. 

"Provided,  however,  That  charges  for  items  or  services  furnished  a  patient 
shall  be  deemed  to  be  reasonable  if  they  are  ordered  or  prescribed  by  the  patient's 
physician  for  medical  reasons,  and  if  such  charges  do  not  exceed  the  customary 
amount  charged  by  the  provider  of  services  to  persons  not  subject  to  this  title." 

I  urge  that  these  sections  be  redrafted  to  assure  that  no  drug  the  physician 
deems  desirable  for  his  patient  will  be  denied  him  and  that  the  same  standard 
of  care  will  be  available  to  every  "medicare"  patient. 
Sincerely, 

W.  N.  Gbeasy,  President. 


Westinghouse  Electric  Corp., 
Sunnyvale,  Calif.,  April  23,  1965. 

Hon.  Harry  Flood  Byrd, 

Chairman,  Senate  Finance  Committee,  U.S.  Senate, 
Washington,  D.C. 

Dear  Sir:  One  of  the  most  undesirable  and  harmful  points  of  legislation  in 
the  eyes  of  private  industry  is  that  portion  of  the  medicare  bill  liberalizing  the 
definition  of  "total  disability." 

As  a  California  employer,  we  find  an  ever-increasing  tendency  for  employees 
incurring  on-the-job  injuries  to  remain  away  from  work  for  periods  far  in  ex- 
cess of  the  period  needed  for  medical  recovery.  This  has  been  brought  about  by 
the  increase  of  State  unemployment  compensation  disability  benefits  beyond  the 
maximum  provided  by  the  California  workmen's  compensation  law  and  the  ever- 
continuing  liberalization  of  the  referees  of  the  industrial  accident  commission. 
Many  injuried  employees  are  financially  better  to  remain  away  from  work  and 
collect  the  two  benefits  referenced  above. 

If  the  liberalized  definition  of  "total  disability"  is  allowed  to  be  put  into 
H.R,  6675,  it  will  encourage  more  and  more  industrially  injured  to  prolong  their 
recovery  period  in  order  to  qualify  for  the  additional  social  security  benefit. 
This  will  not  only  add  substantially  to  our  already  excessive  compensation  costs 
but  will  be  a  very  bad  psychological  factor  for  the  workingman. 

Your  efforts  in  preventing  this  provision  from  getting  into  H.R.  6675  are 
sincerely  requested. 

Yours  very  truly, 

Irving  F.  Allen, 
Supervisor,  Workmen's  Compensation. 


Wisconsin  Council  of  the  Blind,  Inc., 

Madison,  Wis.,  April  24,  1965. 

Senator  Byrd, 

Chairman,  Senate  Finance  CommAttee, 
Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Bybd  and  Members  of  the  Senate  Finance  Committee  :  This 
organization,  which  represents  approximately  1.200  visually  handicapped  citi- 
zens of  Wisconsin,  wishes  the  committee  to  know  that  sentiment  here  is  strongly 
in  favor  of  incorporating  in  the  current  social  security  bill  the  last  section  of 
Senator  Tower's  bill  S.  940.  The  provisions  contained  in  this  section  were 
adopted  as  part  of  the  social  security  bill  in  the  last  session  but,  as  you  know, 
this  bill  died  in  conference.  We  join  with  many  other  organizations  of  and  for 
the  blind  in  urging  you  to  give  this  matter  your  most  serious  consideration. 
Respectfully  yours, 

George  Card,  Executive  Secretary. 


Greenwich,  Conn.,  April  26,  1965. 

U.S.  Senator  Harry  F.  Byrd, 
Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Byrd  :  Since  you  are  chairman  of  the  Senate  Finance  Com- 
mittee, and  I  know  your  great  interest  in  sound  and  fair  legislation,  I  strongly 
urge  you  to  eliminate  the  amendment  on  disability  benefits. 
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The  proposed  amendment  would  permit  a  temporarily  disabled  worker  to 
receive  dual  benefits  which  in  many  cases  would  produce  more  than  the  worker's 
take-home  pay  if  he  were  working.  This  is  so  patently  wrong  that  it  must 
have  been  an  oversight  when  passed  by  the  House.  I  understand,  for  instance, 
that  a  married  man  with  two  children,  earning  $5,000  per  year,  would  receive 
$6,201.60  in  tax-free  benefits  under  the  proposed  admendment,  as  follows : 


Earning  while  working: 

Gross  wage  $5,000.00 


Federal  income  tax   286.  00 

Social  security  tax   174.  00 


Total   460.  00 

Net  pay  after  taxes   4,  540.  00 


Benefits  while  disabled : 

Workmen's  compensation  ($60  per  week)   3, 120.  00 

Social  security  disability  benefits   3,  081.  60 


Total  tax-free  benefits   6,  201.  60 


I  trust  you  will  study  this  costly  amendment  with  care  and  act  to  prevent 
the  further  extension,  in  this  unreasonable  manner,  of  social  security  into  the 
workmen's  compensation  field,  which  has  been  operating  successf  uly  over  a  period 
of  50  years. 

Respectfully  yours, 

CuRTiss  E.  Frank. 


State  of  Oregon, 
State  Industrial  Accident  Commission, 

Salem,  April  26, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate,  Washington,  B.C. 

Dear  Senator  Byrd  :  We,  the  commissioners  of  the  Oregon  State  Industrial 
Accident  Commission,  respectfully  request  that  you  give  careful  consideration 
to  section  303  of  H.R.  6675.  This  section  is  a  nonrelated  amendment  to  the 
social  security  disability  program  and  is  not  pertinent  to  the  medicare  program. 

The  encroachment  of  the  social  security  disability  program  through  the  overlap 
of  disability  payments  to  permanently  and  totally  disabled  workmen's  compen- 
sation claimants  has  had  a  hampering  effect  on  efforts  to  improve  workmen's 
compensation  benefits.  If  social  security  is  allowed  to  further  invade  the  work- 
men's compensation  system  through  payments  for  time  loss  for  occupational 
injuries,  it  will  be  impossible  to  increase  workmen's  compensation  benefits  to 
keep  up  with  the  need. 

We  respectfully  direct  your  attention  to  the  danger  to  safe  working  conditions. 
The  outstanding  records  in  safety  of  today  as  compared  to  the  times  before 
workmen's  compensation  are  clear  proof  that  workmen's  compensation  has  given 
greater  impetus  to  safety  than  anything  else.  Records  will  show  that  the 
graduated  premium  rates,  reflecting  the  effectiveness  of  employers'  safety 
efforts,  have  saved  untold  numbers  of  occupational  injuries  and  fatalities. 

All  this  will  be  lost  if  social  security  is  allowed  to  absorb  workmen's  com- 
pensation. There  is  no  distinction  in  social  security  payments  made  by  employers 
that  reflects  the  degree  of  hazard  or  the  efforts  made  to  reduce  injuries  to  their 
workmen.  This  powerful  incentive  which  is  fundamental  to  workmen's  com- 
pensation is  totally  lacking  in  social  security.  It  is  inevitable  that  occupational 
injuries  will  increase. 

To  combat  that  unwanted  condition  it  is  almost  certain  that  there  will  be 
a  demand  for  the  return  of  common  law  rights  of  the  workman  to  sue  his 
employer.  This  system  was  never  satisfactory  to  the  workers  and  would  benefit 
only  attorneys,  while  costing  the  public  huge  sums  in  providing  the  courts. 

We  respectfully  request  that  you  use  your  influence  to  have  section  303  amended 
in  such  a  way  that  disability  payments  do  not  apply  to  workmen's  compensa- 
tion claimants.  Efforts  are  being  effectively  made  to  upgrade  workmen's 
compensation  benefits  now.    Let  us  not  nullify  the  system  of  having  payments 
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to  workmen's  compensation  claimants  paid  as  a  cost  of  production  to  the 
employing  entity  and  also  tailored  to  encourage  safety. 
Thank  you  for  your  consideration. 
Respectfully  yours, 

Chaeles  B.  Gill,  Chairman. 

Wm.  a.  Callahan,  Commissioner. 

"Wilfred  A.  Jordan,  Commissioner. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  B.C.,  April  8,  1965. 

Hon.  Harry  F.  Byrd, 
Chairman,  Committee  on  Finance, 
Senate  Office  Building, 
Washington,  B.C. 

Dear  Senator  :  It  has  come  to  my  attention  that  under  the  present  program 
for  medical  care  for  the  aged  about  2  million  persons  will  be  covered  by  the 
proposed  legislation  who  are  not  now  insured.  It  would  seem  to  me  that  the 
principles  contained  in  Public  Law  87-693,  with  reference  to  the  recovery 
of  tortiously  liable  third  persons,  might  be  incorporated  into  the  medicare 
bill  now  pending  in  your  committee.  As  you  will  remember  you  were  the  author 
in  the  Senate  of  87-693. 

As  you  know,  the  House  is  debating  the  bill  with  a  no  amendment  provision, 
and  I  wondered  if  you  might  consider  the  possibility  of  adding  the  concept 
contained  in  Public  Law  87-693  to  the  Senate  version  of  the  bill.  A  copy  of  a 
proposed  amendment  and  a  copy  of  87-693  is  attched  for  your  consideration. 

With  kindest  regards, 
Sincerely, 

Charles  E.  Bennett. 

Enclosures. 

Medicare  Bill,  p.  107,  Section  103(d) 

Notwithstanding  any  other  provision  of  this  act,  or  any  other  provision  ot 
law,  the  Secretary  is  authorized,  with  respect  to  any  payment  made  to  a  pro- 
vider of  services  on  behalf  of  an  individual  whose  entitlement  to  monthly 
insurance  benefits  under  section  226  of  the  Social  Security  Act  is  authorized 
under  section  103  of  this  act,  and  whose  illness  or  injury  was  caused  under 
circumstances  creating  a  tort  liability  upon  some  third  person  (other  than 
or  in  addition  to  the  United  States)  to  pay  damages  therefor,  to  recover  from 
said  third  person  any  payment  thus  made  and,  for  purposes  of  elBfecting  such 
recovery,  the  provisions  of  the  act  of  September  25,  1962  (Public  Law  87-693, 
42  U.S.C.  sees.  2651-2653)  shall  be  applicable  to  the  same  extent  as  if  the 
United  States  had  furnished  the  hospital  and  medical  care  and  treatment  to 
such  individual  under  authorization  or  requirement  of  law;  and  all  amounts 
so  recovered  shall  be  returned  to  the  Federal  hospital  insurance  trust  fund 
established  by  section  1817  of  the  Social  Security  Act. 

Public  Law  87-693  87th  Congress,  H.R.  298  September  25. 1962 
AN  ACT' 

To  provide  for  the  recovery  from  tortiously  liable  third  persons  of  the  cost  of  hospital  and 
medical  care  and  treatment  furnished  by  the  United  States 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United  States 
of  America  in  Congress  assembled,  That  (a)  in  any  case  in  which  the  United 
States  is  authorized  or  required  by  law  to  furnish  hospital,  medical,  surgical,  or 
dental  care  and  treatment  (including  prostheses  and  medical  appliances)  to  a 
person  who  is  injured  or  suffers  a  disease,  after  the  effective  date  of  this  Act, 
under  circumstances  creating  a  tort  liability  upon  some  third  person  ( other  than 
or  in  addition  to  the  United  States  and  except  employers  of  seamen  treated  under 
the  provisions  of  section  322  of  the  Act  of  July  1,  1944  (58  Stat.  696) ,  as  amended 
(42  U.S.C.  249)  to  pay  damages  therefor,  the  United  States  shall  have  a  right  to 
recover  from  said  third  person  the  reasonable  value  of  the  care  and  treatment  so 
furnished  or  to  be  furnished  and  shall,  as  to  this  right  be  subrogated  to  any  right 


1  (S.  Kept.  1945),  overrule,  U.S.  v.  Std.  Oil  Co.  of  Calif.,  332  U.S.  301  (1947). 
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I     or  claim  that  the  injured  or  diseased  person,  his  guardian,  personal  representa- 
;     tive,  estate,  dependents,  or  survivors  has  against  such  third  person  to  the  extent 
of  the  reasonable  value  of  the  care  and  treatment  so  furnished  or  to  be  furnished. 
'     The  head  of  the  department  or  agency  of  the  United  States  furnishing  such  care 
j     or  treatment  may  also  require  the  injured  or  diseased  person,  his  guardian,  per- 
sonal representative,  estate,  dependents,  or  survivors,  as  appropriate,  to  assign 
his  claim  or  cause  of  action  against  the  third  person  to  the  extent  of  that  right 
or  claim. 

'         (b)  The  United  States  may,  to  enforce  such  right,  (1)  intervene  or  join  in  any 
,,    action  or  proceeding  brought  by  the  injured  or  diseased  person,  his  guardian,  per- 
i     sonal  representative,  estate,  dependents,  or  survivors,  against  the  third  person 
who  is  liable  for  the  injury  or  disease ;  or  (2)  if  such  action  or  proceeding  is  not 
!     commenced  within  six  months  after  the  first  day  in  which  care  and  treatment  is 
'     furnished  by  the  United  States  in  connection  with  the  injury  or  disease  involved, 
institute  and  prosecute  legal  proceedings  against  the  third  person  who  is  liable 
for  the  injury  or  disease,  in  a  State  or  Federal  court,  either  alone  (in  its  own 
.     name  or  in  the  name  of  the  injured  person,  his  guardian,  personal  representative, 
estate,  dependents,  or  survivors)  or  in  conjunction  with  the  injured  or  diseased 
person,  his  guardian,  personal  representative,  estate,  dependents,  or  survivors, 
(c)  The  provisions  of  this  section  shall  not  apply  with  respect  to  hospital, 
,    medical,  surgical,  or  dental  care  and  treatment  (including  prostheses  and  medical 
appliances)  furnished  by  the  Veterans'  Administration  to  an  eligible  veteran  for 
a  service-connected  disability  under  the  provisions  of  chapter  17  of  title  38, 
United  States  Code. 

I  Sec.  2.  (a)  The  President  may  prescribe  regulations  to  carry  out  this  Act, 
including  regulations  with  respect  to  the  determination  and  establishment  of  the 
'  reasonable  value  of  the  hospital,  medical,  surgical,  or  dental  care  and  treatment 
I  (including  prostheses  and  medical  appliances)  furnished  or  to  be  furnished. 
I  (b)  To  the  extent  prescribed  by  regulations  under  subsection  (a),  the  head  of 
ij  the  department  or  agency  of  the  United  States  concerned  may  (1)  compromise, 
||  or  settle  and  execute  a  release  of,  any  claim  which  the  United  States  has  by 
|l  virtue  of  the  right  established  by  section  1;  or  (2)  waive  any  such  claim,  in 
whole  or  in  part,  for  the  convenience  of  the  Government,  or  if  he  determines  that 
[    collection  would  result  in  undue  hardship  upon  the  person  who  suffered  the 

injury  or  disease  resulting  in  care  or  treatment  described  in  section  1. 
jl        (c)  No  action  taken  by  the  United  States  in  connection  with  the  rights  afforded 

i  under  this  legislation  shall  operate  to  deny  to  the  injured  person  the  recovery 
1]    for  that  portion  of  his  damage  not  covered  hereunder. 

j  Sec.  3.  This  Act  does  not  limit  or  repeal  any  other  provision  of  law  providing 
jj  for  recovery  by  the  United  States  of  the  cost  of  care  and  treatment  described  in 
I    section  1. 

1        Sec.  4.  This  Act  becomes  effective  on  the  first  day  of  the  fourth  month  follow- 
P     ing  the  month  in  which  enacted. 
Approved  September  25, 1962. 

This  amendment  provides  that  where  hospitalization  benefits  are  paid  out  of 
I     the  general  revenues  of  the  Treasury  on  behalf  of  a  person  who  is  not  entitled 
to  social  security  benefits,  for  an  injury  or  illness  caused  by  a  tort,  the  Secretarv 
j    of  HEW  is  authorized  to  recover  the  cost  of  such  benefits  from  the  person 
h     causing  (or  contributing  to)  the  tort  and  to  pay  the  recovered  amount  into  the 

ii  hospital  insurance  trust  fund. 

I  (I  believe  a  conforming  amendment  should  be  made  to  sec.  103(c)  to  reduce 
I    the  amount  of  the  appropriation  by  the  amount  recovered  under  this  amendment. ) 

'■|  March  3-26.  1965. 

]  Congressman  Bennett  now  says  in  his  view  it  should  be  applied  both  to  amounts 

)  paid  through  the  general  revenues  and  to  amounts  paid  through  the  social  secu- 

!  rity  tax.    It  would  have  to  be  redrafted  to  accomplish  this,  though. 


ij  Provident  Mutual  Life  Insueakce 

11  Company  of  Philadelphia. 

j  Philadelphia,  Pa.,  Anril  27, 1965. 

I  H.R.  .6675 — Social  Security  Amendments  of  1965. 

I  Hon.  Harry  F.  Byrd, 

I  Chairman,  Senate  Finance  Committee, 

I  U.S.  Senate,  Washington,  D.C. 

1 1  Dear  Senator  Byrd  :  I  am  writing  to  express  some  concern  about  this  bill 

I  which  has  been  passed  by  the  House  and  is  now  under  consideration  by  the  Senate 
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Finance  Committee.  I  am  quite  aware  that  it  may  be  entirely  fruitless  to  argue 
against  passage  of  any  medicare  legislation  whatsoever,  but  it  does  seem  to  me 
that  if  the  legislation  is  to  be  enacted,  there  are  certain  fundamental  objections 
to  the  present  bill  which  should  be  corrected. 

First,  with  respect  to  the  supplemental  medical  care  benefits  for  persons  over 
65,  I  am  afraid  that  these  provisions  would  seriously  narrow  and  perhaps  almost 
eliminate  the  field  for  voluntary  health  insurance  coverages  offered  by  private 
insurance  companies  to  persons  over  65.  I  believe  this  is  contrary  to  the  spirit 
of  the  President's  1965  health  message  which  advocated  that  insurance  com- 
panies should  play  a  major  role  in  providing  voluntary  health  coverages. 

For  this  reason  I  believe  that  the  provision  for  the  optional  supplemental  bene- 
fits should  be  eliminated.  However,  assuming  that  the  Congress  should  refuse 
to  eliminate  this  provision,  then  I  think  the  optional  feature  violates  a  funda- 
mental principle  of  social  insurance.  This  is  because  it  is  offered  on  an  optional 
basis,  subsidized  from  general  tax  revenues,  and  thus  would  discriminate  against 
persons  who  could  not  afford  to  subscribe  for  the  supplemental  coverage. 

With  respect  to  the  provisions  for  disability  coverage,  the  bill  certainly  would 
invade  the  field  of  both  short-term  and  long-term  disability  coverages  now  offered 
by  insurance  companies,  and  this  again  would  seriously  narrow  the  field  now 
served  by  the  private  insurance  companies.  Furthermore,  the  bill  contains  no 
provisions  to  offset  benefits  provided  by  State  workmen's  compensation  laws  or 
State  cash  sickness  programs.  Thus  there  could  be  many  situations  where  there 
would  be  duplication  of  benefits,  often  significant  enough  to  result  in  greater 
total  governmental  indemnity  than  the  employee's  monthly  earnings  prior  to 
disability.  Experience  shows  that  where  there  is  a  duplication  of  health  insur- 
ance benefits,  this  reduces  the  incentive  to  return  to  work  and  encourages 
malingering  or  a  mental  attitude  that  it  is  easier  to  receive  tax-free  benefits  than 
to  try  to  earn  taxable  wages.  Obviously,  such  duplication  can  prove  quite  costly 
in  the  operation  of  any  insurance  plan. 

I  would  also  have  serious  doubts  about  the  wisdom  of  increasing  the  taxable 
wage  base  from  $4,800  to  the  projected  $6,600  in  1971.  It  seems  to  me  that  the 
wage  base  should  be  more  closely  geared  to  current  average  wages  and  that  it 
is  unsound  to  freeze  into  the  law  an  assumption  that  the  average  wage  will  be 
$6,600  by  1971.  Possibly  the  $5,600  wage  base  would  be  reasonable,  although  I 
would  think  that  $4,800  would  be  even  more  reasonable  and  more  consistent  with 
the  social  purposes  of  the  legislation. 

I  apologize  for  the  length  of  this  letter  but  I  found  it  difficult  to  condense  in 
any  shorter  space  the  points  I  wanted  to  bring  to  your  attention. 
Sincerely, 

T.  A.  Beadshaw. 


SouTHiNGTON,  CoNN.,  April  13  1965. 

Hon.  Thomas  Dodd, 

Senate  Office  Building,  Washington,  D.G. 

Dear  Senator  Dodd:  I  urge  you  to  oppose  a  possible  amendment  to  the 
present  medicare  bill  which  would  place  radiologists  under  the  directive  of  the 
hospital  administrator. 

Senator  Douglas  has  stated  that  he  would  propose  such  an  amendment  which 
would  not  only  eventially  ruin  the  private  practice  of  radiology  but  would  have 
the  immediate  effect  of  dampening  any  tendency  a  young  medical  student  might 
have  for  our  field. 

There  are  7,000  hospitals  in  this  country  with  approximately  6,000  certified 
radiologists.  The  training  of  a  radiologist  is  as  long  or  longer  than  most  medical 
specialities. 

Since  our  services  are  being  utilized  more  every  day  as  we  uncover  new 
diagnostic  X-ray  and  isotope  modalities,  it  would  seem  that  we  will  need  more 
X-ray  physicians  in  the  immediate  future. 

The  amendment  to  be  proposed  by  Senator  Douglas  would  serve  to  accomplish 
the  opposite. 

I  wish  to  thank  you  for  your  consideration. 

Haeey  H.  Beowne,  M.D. 
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Washington,  D.C,  April  28,  1965. 

Hon.  Harry  Byrd, 
Chairman,  Finance  Committee, 
U.S.  Senate,  Washington,  D.C. 
•I       Dear  Senator  Byrd:    This  is  in  reference  to  the  Douglas  amendment  (79) 
li    that  would  include  anesthesiologist,  patheologists,  radiologists,  and  physiatrists 
in  the  medicare  bill  now  under  consideration  by  your  Senate  committee.     I  would 
like  to  explain  why  anesthesiologists  should  be  considered  differently  than  these 
other  so-called  "anciallary  services." 

The  specialty  of  anesthesiology  (physicians  trained  in  the  specialty  of  anes- 
thesia) is  a  young  one.    Its  impetus  was  initiated  during  World  War  II. 
when  the  Armed  Forces  realized  that  technician  anesthesia  could  not  cope  with 
the  complicated  medical  problems  that  demanded  comprehensive  medical  judg- 
li    ment  as  related  to  anesthetic  management.    Many  of  the  more  sophisticated 
I    operative  procedures  possible  today  are  only  possible  because  of  improved 
I    anesthesia  techniques  devised  by  physician-anesthesiologists. 

Although  all  medical  schools  and  most  large  hospitals  have  physician-anesthe- 
siologists who  head  their  respective  departments  of  anesthesia,  our  members 
are  too  few  so  technicians  are  employed  in  some  institutions  to  supplement 
anesthesia  service3.  Nevertheless,  approximately  85  percent  of  the  physician- 
anesthesiologists  in  the  United  States  perform  a  professional  service  and  render 
a  bill  to  the  patient  in  the  same  manner  as  do  surgeons,  internists,  and  obstetri- 
I  clans.  Washington,  D.C,  has  been  unique  in  that  physician-anesthesia  services 
have  been  rendered  to  patients,  Tvith  rare  exception,  on  a  professional  basis  since 
1909. 

1  Many  anesthesia  programs  including  our  owm,  have  only  physicians  administer- 
ing anesthesia  in  the  capacity  of  staff,  residents,  or  fellows  with  no  nonmedical 
personnel.  Contrasted  to  this,  radiology,  pathology,  and  physical  medicine  of 
necessity  have  to  have  technicians  to  accomplish  their  workload  in  all  institu- 
tions. I  am  not  saying  that  physicians  in  these  specialties  do  not  render  a  pro- 
fessional service  for  I  feel  they  do  but  they  are  not  personally  involved  in  every 
aspect  of  every  examination  done  by  their  departments.   Most  anestheseologists 

I    are  (85  percent) . 

Ij  The  present  medicare  bill,  without  the  Douglas  amendment,  will  pay  for 
'  anesthesia  services  if  it  is  defined  as  a  hospital  service.  However,  if  the  Douglas 
j;  amendment  is  added  to  the  present  bill,  the  anesthesiologists  (85  percent) 
j  who  are  presently  engaged  in  the  professional  private  practice  of  medicine  will 
Ij  be  suddenly  classified  as  technicians  (nonprofessional  service)  and  subject  to 
nonprofessional  governing  bodies — the  American  Hospital  Association.  This 
I  would  be  a  severe  demotion  to  those  of  us  who  have  been  practicing  medicine 
;|  for  many  years.  Further  such  action  would  violate  the  statement  in  the  medicare 
'  bill  that  indicates  that  its  intent  was  not  to  interfere,  in  any  way  with  the  private 
[l   practice  of  medicine. 

i  In  my  opinion,  the  inclusion  of  the  Douglas  amendment  to  the  present  medi- 
care bill  would  sound  a  death  knell  to  the  medical  specialty  of  anesthesiology. 

I  Why  should  a  graduate  of  a  medical  school  choose  a  specialty  that  is  not  con- 
sidered the  practice  of  medicine?  I  do  not  think  many  wiil.  As  previously 
stated,  w^e  have  a  shortage  of  American  medical  graduates  in  our  specialty  at 
the  present  time.  This  turn  of  events  would  seriously  hamper  our  present  re- 
cruitment program.  Further,  some  anesthesiologists,  in  active  practice  would 
choose  some  other  line  of  medical  endeavor  rather  than  be  subjected  to  the  humili- 
ation of  rendering  a  hospital  anesthesia  service  (nonprofessional  technician's 
service)  and  have  such  a  service  be  considered  along  with  such  items  as  food 
cost,  depreciation  of  equipment,  etc. 

Frankly,  I  am  opposed  to  the  Douglas  amendment  and  sincerely  hope  that  it 

I    will  be  defeated.    If,  however,  your  Senate  committee  seriously  considers  this 

j    amendment,  anesthesiologists  should  be  deleted  from  it,  for  the  reasons  I  hope 

I    I  have  made  clear  to  you. 

If  it  is  possible  to  arrange  a  personal  meeting  with  you  in  the  near  future.  I 

I   would  like  to  explain  other  facets  of  our  specialty  that  is  difficult  in  a  written 

J  communication. 

I      At  present,  I  am  attending  an  American  Board  of  Anesthesiology  meeting  in 
San  Francisco,  Calif.,  but  wall  be  home  on  Tuesday  of  next  week. 
Sincerely  yours, 

WrLLiAM  E.  Bageant.  M.D., 
t            Chairman,  Department  of  Anesthesiology,  Washington  Hospital  Center. 
\      I  am  a  registered  voter  in  the  Jefferson  District,  Loudoun  County,  Ya. 
j  47-140— 65— f)t.  2  37 
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Radnok,  Pa..  April  28, 1965. 

Social  security  amendments. 

Hon.  Haeby  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate,  Washington,  D.C. 

Deae  Senatoe  Byed  :  I  am  concerned  about  certain  parts  of  proposed  amend- 
ments to  the  social  security  laws  embodied  in  H.R.  6675,  which  are  currently 
being  considered  by  the  Senate  Finance  Committee. 

The  proposals  embrace  several  new  concepts  which  should  be  implemented 
cautiously  in  view  of  the  fact  that  their  future  costs  and  the  impact  on  our  citi- 
zens are  extremely  uncertain.  For  example,  under  the  proposed  program  of 
medical  and  hospital  care  for  the  aged,  the  new  concept  is  that  of  providing 
services  for  conditions  determined  by  judgment  as  contrasted  to  pajdng  out 
cash  benefit  contingent  upon  attainment  of  age  65  or  some  similar  definable 
event.  To  guarantee  medical  services,  regardless  of  their  future  cash  costs  and 
their  relation  to  contributions  collected,  is  a  very  volatile  undertaking  and  should 
be  implemented  in  studied  steps  if  at  all  possible. 

A  second  concei>t  is  that  of  liberalizing  the  disability  insurance  provisions  to 
pay  benefits  for  shorter  and  temporary  periods  of  disability.  This  new  concept 
creates  another  ill-defined  area  of  benefit  payment  and,  I  believe,  should  be 
avoided  altogether  in  view  of  the  present  adequate  coverage  of  temporary  dis- 
abilities by  union-employer  negotiated  plans  and  other  existing  arrangements. 

Another  elusive  point  is  the  proposed  increase  of  the  taxable  wage  base  as 
of  a  date  so  far  in  the  future  as  the  year  1971.  To  anticipate  $6,600  as  being 
the  proper  new  wage  base  for  that  year  is  not  at  all  wise  in  my  opinion. 

Specifically  I  urge  the  committee  to  consider  carefully  the  following  : 

1.  Either  fund  the  supplemental  health  insurance  benefit  for  the  aged  by  a 
payroll  tax  and  make  it  compulsory,  or  eliminate  this  provision  from  the  bill. 

In  its  present  form  this  proposal  is  neither  fish  nor  fowl.  It  is  not  a  proper 
social  program  in  that  it  is  not  compulsory  and  will  principally  be  used  by  those 
who  can  afford  to  pay  the  optional  contribution.  Those  who  do  refuse,  or  cannot 
pay  for,  the  option  will  still  remain  uncovered  and  dissatisfied.  Furthermore, 
the  financing  of  the  Government  contribution  to  the  program  via  general  revenue, 
rather  than  by  a  payroll  tax,  obscures  and  buries  the  actual  cost.  The  end 
result  will  be  a  program  with  which  many  will  be  dissatisfied,  while  the  costs 
will  not  be  appreciated  by  the  public.  If  one  part  of  aged  medical  care  (hospi- 
talization) should  properly  be  compulsory  with  payroll-tax  financing,  why  should 
the  other  part  be  an  entirely  different  animal? 

Therefore  I  urge  that  the  supplementary  program  either  be  compulsory  and 
financed  through  a  payroll  tax  or  deferred  until  a  more  satisfactory  arrangement 
than  the  proposed  one  can  be  drawn. 

2.  Retain  the  present  disability  requirements  to  qualify  for  benefits. 

The  proposed  change  introduces  an  element  of  considerable  uncertainty  into 
the  administration  and  the  financing  of  the  disability  program.  Basically  I 
doubt  that  Government  should  be  working  with  the  multitude  of  temporary  in- 
and-out  types  of  disabilities  which  are  currently  well  taken  care  of  either  by 
union-employer  agreements  or  by  unilateral  employer  or  employee  efforts.  The 
proposed  provisions  create  a  frustrating  and  costly  investigating  of  overlap  with 
workmen's  compensation,  salary  continuance  programs,  and  many  other  estab- 
lished disability  programs  already  functioning.  T^Tien  the  complications  of 
replacing  many  private  programs  by  a  Federal  program  is  stacked  up  against 
the  financial  danger  to  the  social  security  system,  H.R.  6675's  disability  provi- 
sions seem  to  me  entirely  inappropriate. 

I  urge  that  you  seriously  consider  retaining  all  the  present  disability  insurance 
provisions  in  the  social  security  laws. 

3.  Provide  for  any  increase  in  taxes  after  the  .January  1,  1966,  increase  by 
increasing  the  tax  rate  instead  of  a  large  increase  in  the  base  wage. 

Anticipation  of  a  $1,000  increase  in  the  taxable  wage  base  between  January  1, 
1966,  and  January  1,  1971,  is  not  justified.  In  my  opinion  it  is  just  unnecessary. 
The  safer  approach  would  be  to  provide  for  an  increase  in  the  tax  rate  within 
the  proposed  taxable  wage  base,  and  later  amend  the  law  to  allow  an  increase 
in  the  wage  base  as  the  year  1971  approaches  and  the  wisdom  of  such  a  change 
appears  more  justified.  If  the  wage  base  is  to  represent  an  approximate  average 
worker's  earnings  level,  we  should  wait  until  these  averages  become  reasonably 
apparent  instead  of  basing  our  financing  assumptions  on  a  presumed  $1,000  in- 
crease over  the  5-year  period  in  question. 
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I  urge  that  the  committee  seriously  consider  providing  increased  revenues, 
after  the  January  1,  1966,  increase,  from  increased  tax  rates  to  the  $5,600  base, 
and  that  any  change  in  the  tax  base  be  deferred. 

Further,  I  urge  that  committee  insist  that  any  amendment  to  the  law  be 
drawn  to  isolate  and  promptly  pay  any  increased  costs  and  not  to  defer  and 
pass  on  to  others  the  debts  we  incur  today. 
Very  truly  yours, 

Charles  E.  Pkobst. 


National  Medical  Foundation  for  Eye  Care, 

Washington,  D.C.,  April  28, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  U.S.  Senate  Committee  on  Finance, 
U.S.  Senate, 
Washington,  B.C. 

Dear  Senator  Byrd  :  On  behalf  of  the  National  Medical  Foundation  for  Eye 
Care,  I  would  like  to  take  this  opportunity  to  submit  for  your  consideration  our 
views  on  H.R.  6675,  89th  Congress,  which  would  amend  the  social  security 
law. 

1.  Section  1862(a)  (7)  excludes  "where  such  expenses  are  for  routine  physical 
checkups,  eyeglasses  or  eye  examinations  for  the  purpose  of  prescribing,  fitting, 
or  changing  eyeglasses,  hearing  aids  or  examinations  therefor,  or  immuniza- 
tions." The  National  Medical  Foundation  for  Eye  Care  endorses  the  under- 
lying purpose  of  these  exclusions  in  the  public  interest  and  commends  Congress 
for  considering  them  in  its  deliberation  on  these  proposed  amendments  to  the 
Social  Security  Act. 

2.  Section  1902(a)  (12)  of  the  State  plans  for  medical  assistance  provision 
states,  in  part,  that  "in  determining  whether  an  individual  is  blind,  there  shall 
be  an  examination  by  a  physician  skilled  in  diseases  of  the  eye  or  by  an  optome- 
trist, whichever  the  individual  may  select:".  It  is  our  suggestion  that  the  sec- 
tion be  amended  by  striking  the  words  "or  by  an  optometrist,  whichever." 

Whenever  blindness  exists,  it  is  the  result  of  disease  or  injury,  conditions 
which  can  be  diagnosed  and  treated  only  by  a  physician.  Moreover,  we  believe 
that  to  grant  optometrists  the  right  to  make  examinations  for  determining 
blindness  can,  in  individual  cases,  result  in  a  failure  to  ascertain  the  cause  of 
blindness  and  thus  prevent  the  administration  of  necessary  medical  rehabili- 
tative care.  The  application  of  medical  skills  by  a  doctor  of  medicine  will  help 
insure  the  detection  and  successful  treatment  of  the  organism  and  systemic 
causes  of  blindness. 

We  do  not  believe  that  it  is  the  intent  of  Congress  that  an  examination  be 
made  solely  for  "determining  whether  an  individual  is  blind,"  but  that  Congress 
is  properly  concerned  and  desires  that  such  an  examination  afford  an  oppor- 
tunity to  determine  the  true  medical  cause  of  blindness  and  to  appraise  the 
chances  of  rehabilitation  or  cure.  Unfortunately  for  the  blind  patient,  such 
diagnosis  and  treatment  cannot  be  provided  by  optometrists. 

As  a  national  ophthalmological  organization  with  affiliate  State  ophthal- 
mological  societies,  we  believe  that  the  country  will  best  be  served  at  this  time 
through  the  utilization  of  the  experience  and  knowledge  of  physicians  in  de- 
termining whether  an  individual  is  blind.  As  physicians  skilled  in  diseases  of 
the  eye,  we  are  dedicated  to  the  principle  that  all  blind  patients  are  entitled  to  a 
I;  medical  diagnosis,  necessary  medical  rehabilitative  care,  and  an  opportunity  to 
lead  a  productive  wholesome  life.  Although  all  physicians  are  trained  in  the  dis- 
eases of  the  eye,  the  medical  profession  as  a  whole  adheres  to  the  principle  and 
supports  the  practice  of  examination  and  diagnosis  of  the  patient  with  serious 
impairment  by  a  physician  specially  qualified  in  diseases  of  the  eye. 

3.  Section  1905(a)  (12)  provides  for  payment  to  meet  the  cost  of  "prescribed 
'  drugs,  dentures,  and  prosthetic  devices ;  and  eyeglasses  prescribed  by  a  physi- 
'    cian  skilled  in  diseases  of  the  eye  or  by  an  optometrist,  Avhichever  the  individual 

may  select."  We  wish  to  emphasize  again  that  all  physicians  are  trained  in 
diseases  of  the  eye,  but  we  note  here  an  apparent  intent  to  exclude  eyeglasses 
prescribed  by  physicians  who  do  not  possess  specialist  qualications  in  diseases 
of  the  eye.  Glasses  are  prescribed  for  a  significant  number  of  Americans  by  their 
family  physicians  who  are  fully  qualified  to  render  such  service.  There  is  no 
justification  for  discriminating  against  these  physicians  and  their  patients  in 
this  service.  We  therefore  suggest  that  this  section  be  amended  by  deleting  the 
words  "skilled  in  diseases  of  the  eye." 
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4,  We  note  that  section  1861(b)  (4)  excludes  payment  to  hospitals  for  services 
to  patients  by  physicians  including  physicians  in  radiology,  pathology,  anesthe- 
siology, and  physical  medicine.  We  commend  the  Congress  for  its  perception 
in  providing  for  maintaining  the  distinction  between  hospital  care  and  physician 
services.  The  services  that  these  physician  specialists  render,  like  the  services 
of  all  physicians,  are  medical  services.  To  have  provided  for  their  payment  as 
hospital  services  would  have  been  to  confuse  the  public  and  to  invite  pressure 
from  the  patient  for  hospitalization  when  such  may  not  be  required.  We  urge 
the  Senate  Committee  on  Finance  to  reject  the  proposals  to  amend  H.R.  6675 
to,  in  effect,  redefine  the  services  of  radiologists,  pathologists,  anesthesiologists, 
and  physiatrists  as  hospital  services. 

I  will  appreciate  your  arranging  for  this  letter  to  be  made  part  of  the  record 
of  your  hearings. 

Sincerely  yours, 

J.  Spencer  Dryden,  M.D.,  Vice  President. 


American  Association  of  Homes  for  the  Aging. 

Neio  York,  N.Y.,  April  30, 1965. 

Hon.  Harry  F.  Byrd. 

Chairman,  Finance  Committee,  U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Bysd  :  The  American  Association  of  Homes  for  the  Aging  is  the 
national  membership  organization  of  nonprofit  voluntary  and  governmental 
homes  for  the  aging.  It  provides  its  members  w^ith  a  means  of  identifying  and 
solving  problems  of  mutual  concern  and  thus  protects  and  advances  the  interests 
of  the  individuals  they  serve. 

This  association  is  pleased  to  be  included  in  the  statement  on  H.R.  6675  which 
is  being  presented  before  your  committee  on  May  3,  1965,  by  the  chairman  of 
the  National  Social  Welfare  Assembly's  Committee  on  Social  Issues  and  Policies. 

May  we  bring  to  your  attention  the  concern  of  the  many  nonprofit  homes  for 
the  aging  in  this  country  which  provide  the  highest  caliber  of  skilled  nursing 
care  services  to  older  people.  Not  only  do  these  institutions  qualify,  according 
to  the  bill's  definition,  as  extended  care  facilities,  but  they  are,  through  this  as- 
sociation's developing  program  of  approval  of  health-care  facilities,  participat- 
ing in  a  nationally  accepted  approval  program  which  will  assure  the  Govern- 
ment, the  older  person,  his  family  and  his  community,  of  the  provision  of  skilled 
nursing  care  services. 

With  this  in  mind  may  we  comment  on  that  part  of  the  bill  dealing  with  post- 
hospital  extended  care  benefits.  The  bill  provides  these  benefits  for  20  days 
in  a  benefit  period,  plus  2  additional  days  for  each  day  of  unused  hospital  benefit 
up  to  a  maximum  of  80  additional  days  (providing  a  total  maximum  of  100  days 
of  posthospital  care).  May  we  suggest  that  the  two-for-one  ratio,  substituting 
two  skilled  nursing  care  days  for  each  day  of  unused  hospital  benefit,  is  not  in 
accord  either  with  the  ratio  of  hospital  costs  and  nursing  care  costs,  nor  is 
it  in  accord  with  the  long-term  care  needs  of  the  older  person.  May  we  there- 
fore suggest  consideration  by  your  committee  of  modification  of  this  ratio  to 
one  whereby  three  days  of  skilled  nursing  care  might  more  equitably  be  sub- 
stituted for  unused  hospital  benefit. 

We  are,  as  always,  eager  to  be  of  assistance  to  you  and  your  committee  in 
your  valued  attempts  to  improve  care  of  the  older  people  in  this  country. 
Sincerely, 

Herbert  Shore,  President. 


BoARDJiiAN,  Stoddard  &  Breul, 
Attorneys  and  Counselors  at  Law, 

Bridgeport,  Conn.,  April  21, 1965. 

Re  "medicare." 
Hon.  Thomas  .J.  Dodd, 
Senate  Office  Building, 
Washingt07i,  D.C. 

My  Dear  Senator  Dodd  :  As  a  trustee  of  Bridgeport  Hospital,  I  am  informed 
that  the  "medicare"  bill  as  approved  by  the  House  removes  from  coverage 
under  the  basic  hospitalization  program  payments  for  X-ray,  pathology,  anesthe- 
siology and  physical  medicine. 
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Common  practice  throughout  the  country  has  included  X-ray  examinations, 
laboratory  tests,  and  the  giving  of  anesthesia  during  surgery  or  obstetrical  de- 
livery as  "hospital  services"  included  in  the  hospital  bill,  regardless  of  the  de- 
tails of  financial  arrangements  between  the  hospital  and  the  medical  specialist 
rendering  the  service.  The  great  majority  of  hospitals  and  doctors  have  worked 
out  fair  and  equitable  contracts  which  are  satisfactory  to  patient,  physician,  and 
hospital.  The  "medicare"'  bill  as  approved  by  the  House  removes  all  of  these 
services  from  "hospital  care"  and  would  require  that  every  such  service  be  in- 
dividually billed  by  the  physician  responsible  for  stipervising  the  program. 

If  the  bill  in  final  form  contains  this  provision,  it  will  force  a  complete  re- 
organization of  the  accounting  system  of  every  general  hospital  in  the  country 
and  will  completely  disrupt  the  satisfactory  working  arrangements  between 
hospitals  and  doctors.  It  will  be  extremely  detrimental  to  the  entire  Blue 
Cross  movement  and  create  havoc  with  commercial  health  insurance  plans,  all 
of  which  are  planned  to  conform  to  the  traditional  concept  of  "hospital  care" 
as  distinguished  from  "professional  service." 

If  passed  in  its  present  form,  every  patient  will  be  confronted  with  five 
or  six  separate  bills  in  addition  to  the  hospital  bill,  which  would  then  include 
only  hotel  services  and  nursing  care.  You  can  imagine  the  detrimental  effect 
which  this  will  have  not  only  upon  the  hospital's  relations  with  its  patients  but 
probably  even  more  so  in  the  reaction  of  the  patients  toward  their  legislators 
when  they  are  faced  with  unnecessary  multiple  bills  for  hospital  services  and 
are  informed  that  this  is  necessary  only  because  it  is  reqiured  by  the  Federal 
Government. 

I  trust  that  you  will  make  every  effort  to  insure  that  the  provision  removing 
such  payments  from  coverage  be  restored,  as  the  bill  with  this  exception  has  all 
the  provisions  recommended  as  beneficial  to  hospitals  in  providing  proper  care 
for  their  patients. 

Yery  truly  yours, 

BSADFORD  BOARDMAN. 

The  Upjohx  Co. 
Kahniiazoo,  Midi..  Ai^ril  .iO,  1965. 

Hon.  Harry  F.  Byrd. 

U.S.  Senate,  WasJiington,  B.C. 

Dear  Senator  Byrd  :  The  administration's  expanded  medicare  bill  (H.R.  6675), 
establishing  a  new  Federal  hospital  and  related  health  care  program  under 
social  security,  passed  the  House  of  Representatives  without  any  public  hearings 
this  year.  We  in  the  pharmaceutical  industry,  therefore,  have  not  had  an  oppor- 
tunity to  publicly  express  ourselves  on  the  actual  provisions  of  this  bill  which 
are  of  concern  to  us.  Apart  from  the  philosophy  of  the  bill  itself,  it  contains 
two  matters  which  do  affect  and  concern  our  industry  specifically, 

1.  Under  the  definition  of  the  term  "drugs"  and  the  term  "biologicals"  appear- 
ing in  section  1861ft)  many  di'ugs.  new  and  old,  extensively  used  by  physicians 
in  their  medical  practice  are  excluded  from  the  "medicare"  program.  Under 
provisions  of  this  section,  only  such  drugs  and  biologicals  are  included  as  are 
included  in  the  United  States  Pharmacopoeia  or  the  National  Formulary,  or  in 
New  Drugs,  or  Accepted  Dental  Remedies  or  as  are  approved  by  the  pharmacy 
and  drug  therapeutics  committee  (or  equivalent  committee)  of  the  medical  staff 
of  the  hospital  furnishing  such  drugs  and  biologicals. 

We  feel  that  this  language  is  unduly  restrictive.  Such  a  restriction  means 
that,  under  the  program,  beneficiaries  will  be  denied  many  drugs  prescribed 
for  them  by  their  physicians.  New  drugs,  adequately  studied  and  released  for 
use  by  the  Food  and  Drug  Administration,  or  antibiotics  certified  as  acceptable 
would  not  immediately  qualify  under  this  section,  thus  depriving  patients  and 
physicians  of  the  use  of  the  latest  products  of  medical  research.  Considering 
the  advances  made  in  drug  research  in  the  past  15  years  and  their  immediate 
effect  on  the  public  health,  this  section  would  put  a  severe  limitation  on  the  use 
of  new  drugs  which  represent  an  immediate  and  significant  advance. 

In  addition,  many  fine  products  used  in  medicine  over  a  period  of  years  would 
not  qualify  on  a  nationwide  basis  under  the  definition  simply  because  they  do 
not  meet  the  specifications  of  any  of  the  compendia  listed  or  seem  important  to 
a  particular  hospital's  committee.  Formulations  of  mixtures  of  drugs,  for 
example,  might  be  omitted  from  these  lists. 

It  would  appear  to  us  that  any  product  prescribed  in  good  faith  by  a  physician 
for  his  patient  should  be  included.    It  is  our  suggestion  that  section  1861  (t)  be 
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amended  by  deleting  the  words :  "or  as  are  approved  by  the  pharmacy  and  drug 
therapeutics  committee  (or  equivalent  committee)  of  the  medical  staff  of  a 
hospital  furnishing  such  drugs  and  biologicals."  and  in  lieu  of  this  language 
inserting  the  words :  "or  are  ordered  or  prescribed  by  the  attending  physicians 
on  the  medical  staffs  of  hospitals  for  the  care  and  treatment  of  patients." 

2.  The  second  provision  of  the  bill  of  concern  to  the  public  is  the  following : 

Section  1814(b)  reads:  "The  amount  paid  to  any  provider  of  services  with 
respect  to  services  for  which  payment  may  be  made  under  this  part  shall  be  the 
reasonable  cost  of  such  services,  as  determined  under  section  1861  (v)." 

Section  1861  (v)(l)  includes  general  language  which  outlines  the  authority 
of  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare  to  pro- 
mulgate regulations  specifying  the  methods  to  be  used  in  determining  the  "reason- 
able cost"  of  services. 

The  above  sections  establish  an  arbitrary  rule  for  financing  some,  but  not  all, 
useful  drugs.  Such  authority  would  enable  the  Secretary,  by  regulation,  to 
exclude  certain  drugs  on  the  basis  of  cost  alone.  It  could,  in  effect,  restrict 
the  physician's  choice  in  prescribing  the  products  which  in  a  particular  case  may 
be  the  most  useful. 

In  order  to  ensure  that  the  industry,  the  pharmacist,  and  the  physician  retain 
the  freedom  to  conduct  their  affairs  in  the  best  interest  of  the  public,  we  respect- 
fully propose  that  the  following  language  be  added  at  the  end  of  section  1861 
(v)  (1)  :  "Provided,  however,  that  charges  for  items  or  services  furnished  a 
patient  shall  be  deemed  to  be  reasonable  if  they  are  ordered  or  prescribed  by  the 
patient's  physician  for  medical  reasons,  and  if  such  charges  do  not  exceed  the 
customary  amount  charged  by  the  provider  of  services  to  persons  not  subject  to 
this  title." 

It  is  our  hope  that  when  the  Senate  Finance  Committee  takes  up  this  bill  that 
they  will  give  serious  consideration  to  our  comments  and  suggestions. 
Sincerely, 

E.  G.  Upjohn,  M.D. 


Florida  Radiological  Society, 

Fort  Lauderdale,  April  30, 1965. 

Senator  Harry  F.  Byrd. 

Senate  Office  Building,  Washington,  D.G. 

Dear  Senator  Byrd  :  It  was  the  unanimous  recommendation  of  the  member- 
ship of  the  Florida  Radiological  Society  at  our  business  meeting  held  in  Miami 
Beach  April  24th  that  you  be  advised  of  our  vigorous  opposition  to  any  amend- 
ment to  H.R.  6675  which  would  reinsert  the  services  of  radiologists  and  other 
physicians  into  the  King- Anderson  portion  of  the  bill. 

I  should  like  to  call  to  your  attention  the  ruling  of  the  Judicial  Council  of 
the  Florida  Medical  Association  passed  unanimausiy  by  the  House  of  Delegates 
of  the  Florida  Medical  Association  "that  any  contract,  written  or  oral,  which 
permits  purveyal  of  the  physician's  services  for  profit  is  unethical ;  that  in  the 
private  practice  of  medicine  a  contract  is  only  acceptable  on  a  fee-for-service 
basis ;  we  would  also  like  to  reaffirm  the  ethic  that  a  physician  should  render 
the  bill  to  the  patient  (himself)  for  his  services  and  his  services  alone." 

It  is  our  sincere  hope  that  you  will  weigh  these  factors  in  your  deliberations 
as  a  member  of  the  Senate  Finance  Committee  in  considering  H.R.  6675. 
Respectfully, 

Marvin  Y.  McClow,  M.D.,  President. 


Escoxdido,  Calif.,  May  1,  1695. 

Senator  Harry  F.  Byrd, 
U.S.  Senate,  Washington,  D.G. 

Dear  Senator  Byrd  :  I  am  writing  in  regard  to  the  "medicare  bill"  recently 
passed  by  the  House  of  Representatives  and  now  said  to  be  under  consideration 
by  the  Senate  Finance  Committee  prior  to  a  vote  by  the  Senate.  This  bill  has 
many  admirable  features  filling  a  need  which  has  heretofore  not  been  met.  From 
the  standpoint  of  the  medical  profession,  it  would  appear  that  the  architects  of 
tis  piece  of  legislation  in  the  House  have  tried  very  hard  to  preserve  the  inde- 
pendence of  physicians  in  the  modification  of  H.R.  1  which  added  a  supplemental 
voluntary  plan  covering  physician's  services.    I  am  particularly  pleased  that 
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I     the  House  saw  fit  to  so  preserve  the  independence  of  all  physicians  including 
'     radiologists,  pathologists,  anesthesiologists  and  physiatrists.   I  am  now  concerned 
that  the  Senate  may  be  swayed  by  an  attempt  by  the  American  Hospital  xVs«o- 
ciation  to  reclassify  the  services  of  the  physicians  in  these  four  specialties  as 
hospital  services. 

I|  Hospital  radiologists  and  physician  members  of  the  other  three  specialties 
j  need  and  deserve  independence  from  hospitals  in  which  they  must  work  (as 
,1  must  surgeons  and  most  all  other  types  of  physicians)  for  the  benefit  of  their 
patients,  their  specialties,  and  themselves.  It  is  true  that  some  such  physicians 
practice  on  a  salaried  basis  in  hospitals,  but  so  do  other  types  of  physicians 
such  as  surgeons.  The  vast  majority  of  the  physicians  in  the  four  specialties 
the  AHA  would  like  listed  as  hospital  services  practice  under  a  contract,  fee  for 
service  basis  and  a  significant  number  actually  bill  independently.  Unfortunately, 
except  in  those  instances  where  such  physicians  do  bill  independently,  hospitals 
have  increasingly  through  the  years  profited  on  the  services  of  such  physicians, 
this  fact  being  the  basis  for  the  desire  of  the  hospital  industry  to  reverse  that 
part  of  the  House  bill  dealing  with  radiologists,  etc.  It  is  important  to  realize 
that  this  same  situation,  in  addition  to  frequently  being  the  cause  of  a  lowering 
of  quality  of  "hospital-professional"  services  by  encouraging  a  high  volume  of 
patients  per  physician  in  a  monopolistic  situation,  is  also  responsible  for  a  de- 
crease in  the  attractiveness  of  such  important  fields  to  graduating  medical 
students  and  interns.  The  specialty  of  radiology  for  example  is  currently 
seriously  falling  behind  demand  in  the  training  of  residents  and  the  fact  of 
hospital  indenture  is  unquestionably  a  major  factor.  There  is  no  question  in 
my  mind  that  I  would  have  chosen  a  field  other  than  radiology  12  years  ago 
had  I  known  that  it  might  become  a  branch  of  medicine  designated  in  law  as  a 
"hospital  service". 

There  is  no  basis  for  any  fear  by  the  AHA  that  the  provisions  of  the  current 
House  bill  would  affect  the  continued  development  of  the  modern  hospital 
system.    The  provisions  of  the  bill  would  appear  to  be  such  that  the  hospitals 
,     would  be  reimbursed  completely  for  all  their  costs  including  equipment  replace- 
i|    ment  and  financing  of  newer,  more  advanced  facilities.    Radiologists  recognize 
]:    the  need  of  hospitals  to  do  this  and  also  know  that  above  and  beyond  these 
'     complete  costs  the  hospitals  have  long  taken  from  the  patient  without  his 
knowledge  an  amount  equal  to  10  to  20  percent  and  more  of  the  fees  in  radiology, 
I     for  example,  to  cover  hospital  deficits  outside  the  X-ray  departments.  Patients 
||    are  thereby  forced  to  pay  for  services  they  may  not  request  or  need.  Might 
it  not  be  better  for  hospitals  by  careful  cost  accounting  encouraging  more 
efficient  management  to  show  true  costs  of  all  phases  of  hospital  operation 
in  billing  the  patient  or  Government  for  those  services  actually  supplied  each 
patient? 

The  nationwide  renegotiation  of  contracts  which  it  is  said  will  be  necessary 
!    by  hospital  spokesmen  will  not  be  required.    For  patients  covered  under  the 
i    current  medicare  bill,  the  hospital  will  simply  receive  their  cost  from  the  Gov- 
ernment and  the  radiologist,  etc.,  can  simply  and  easily  bill  separately  for  his 
i    professional  services.    It  should  be  realized  that  this  may  very  well  bring 
about  a  reduction  fees  in  these  specialzed  services  by  the  amount  that  the 
hospitals  have  for  year  profited  from  them.    Where  certain  specialists  are  on 
a  salaried  basis,  they  could  simply  assign  the  payment  for  their  professional 
services  to  their  employer.    After  all,  what  will  the  hospital  system  plan  to  do 
in  the  case  of  employed  surgeons  in  addition  to  other  physicians  outside  the 
fields  of  radiology,  pathology,  anesthesiology  and  physiatry  ? 

I  respectfully  request  that  you  consider  the  points  I  have  raised  above  and 
hope  that  the  Senate  Finance  Committee  will  resist  the  efforts  of  the  American 
I    Hospital  Association  to  change  the  current  medicare  bill  to  wrongly  classify 
I    radiology  and  these  other  three  specialities  as  hospital  services. 
Yours  very  truly, 

William  R.  Letsch,  M.D. 


HiNKLEY  &  Donovan, 

Attorneys  at  Law, 
Lancaster,  N.H.,  April  20  1965. 

Hon.  NoRRis  Cotton, 

U.S.  Senate,  Washington,  B.C. 

Dear  Senator  Cotton  :  Regardless  of  the  merits  of  the  medicare  bill,  I  am 
very  much  opposed  to  section  303  thereof  relating  to  social  security  disability- 
benefits. 
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This  section  seems  to  me  to  have  nothing  to  do  with  medical  care  and  will  be 
a  further  encroachment  upon  State  workmen's  compensation  laws.  You,  of 
course,  are  aware  that  already  there  is  some  encroachment  in  case  of  total 
disability  and  section  303  would  extend  this  encroachment  by  providing  social 
security  benefits  where  the  disability  is  more  than  6  months. 

In  a  great  many  instances,  disabled  workmen  will  be  receiving  more  in  total 
benefits  than  they  were  able  to  earn  and  obviously  their  incentive  to  return 
to  useful  employment  will  be  greatly  reduced. 

I  hope  you  will  do  what  you  can  to  delete  section  303  from  the  bill. 

With  best  regards,  I  am, 
Sincerely  yours, 

Walter  D.  Hinklet. 


New  Hampshire  Insurance  Co., 

Manchester,  N.H.,  April  19, 1965. 
Re  H.R.  6675 — Social  Security  Amendments,  1965 — duplication  of  compensation 

insurance  and  social  security  benefits. 
Hon.  NoRRis  Cotton, 
U.S.  Senate,  Washington,  D.C. 

Dear  Norris  :  For  some  years  a  highly  inequitable  situation  has  existed  under 
which  certain  persons  who  were  totally  and  permanently  disabled  could  collect 
legally  prescribed  compensation  insurance  payment  from  their  employers'  in- 
surance companies,  and  in  addition  collect  benefits  for  the  same  injury  under 
the  Social  Security  Act. 

Many  evils  result  from  this.  For  example:  (1)  It  discriminates  against 
those  who  are  not  entitled  to  comi>ensation ;  (2)  it  places  a  premium  on  per- 
manent total  disability  since  the  total  recoveries  exceed  wages  in  many  States ; 
(3)  it  constitutes  an  encroachment  of  Federal  Government  into  the  insurance 
business ;  (4)  it  furnishes  another  of  the  many  ratholes  for  spending  taxpayers' 
money  where  no  such  spending  is  justifiable;  (5)  it  results  in  two  compulsory 
>^ystems  providing  benefits  for  the  same  injury.  Now  suddenly  and  without 
warning  it  is  proposed  to  broaden  social  security  benefits  to  add  to  the  total 
permanent  disability,  temporary  disability  lasting  6  months  or  more,  still  with 
no  offset  of  compensation  benefits. 

This,  therefore,  would  further  worsen  the  situation. 

I  strongly  urge  that  the  broadened  definition  of  disability  under  the  above 
bill  be  eleminated,  or  an  offset  of  compensation  payment  provision  be  incorporated 
in  the  bill. 

Sincerely, 

Clark. 

Clark  B.  Bristol. 


Statement  of  California  Commission  for  the  Accreditation  of  Nursing 
Homes  and  Related  Facilities 

Pending  legislation  reflecting  the  increased  concern  of  the  Federal  Govern- 
ment with  long-term  medical  and/or  nursing  home  care  for  patients  over  65 
years  of  age  contains  provisions  relating  to  means  of  determining  quality  of 
performance  in  long-term  facilities.  The  mechanism  of  accreditation  may  be 
proposed  as  a  means  of  identifying  facilities  to  which  payment  may  be  made. 

You  may  realize  that  accreditation  programs  for  nursing  homes  and  related 
facilities  at  the  national  level  are  still  somewhat  unsettled.  It  is  widely  agreed 
that  two  agencies  performing  essentially  the  same  function  is  not  only  redundant 
but  may  even  be  deleterious  to  the  concept  of  voluntary  accreditation.  Un- 
doubtedly amalgamation  of  the  national  accreditation  programs  will  come  about 
within  a  reasonable  time,  as  soon  as  reconciliation  of  certain  philosophic  differ- 
ences can  be  attained . 

I  would  like  to  point  out  that  California  already  has  an  accreditation  program 
for  nursing  homes  and  related  facilities  operative  for  more  than  4  years, 
sponsored  jointly  by  the  agencies  in  the  State  whose  counterparts  are  failing  to 
agree  nationally.  We  believe  that  California  represents  the  nidus  from  which 
consolidation  may  develop  at  the  national  level. 

I  would  respectfully  request,  therefore,  that  the  wording  of  the  final  bill  con- 
cerning patients  needing  care  in  nursing  homes  be  such  that  the  California 
Commission  for  the  Accreditation  of  Nursing  Homes  and  Related  Facilities 
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might  qualify  as  the  accrediting  agency  in  this  State  until  such  time  as  a  single 
■broadly  based  accrediting  hody  is  operative  nationally. 

The  commission  was  organized  in  March  1961  as  a  voluntary,  nonprofit  associ- 
ation. Its  inception  was  prompted  by  the  fact  that  the  medical  and  dental 
professions,  hospital  adminstrators,  and  nursing  home  administrators  felt  the 
heed  for  high  standards  of  care  to  which  nursing  homes  could  subscribe.  It  is 
an  effort  to  improve  the  care  of  the  patient  in  nursing  and  convalescent  homes. 

The  major  purposes  of  the  commission  as  stated  in  the  constitution  is  as 
follows : 

"To  conduct  n  survey  and  accreditation  program  which  will  encourage  the 
establishment  and  improvement  of  nursing  homes  and  related  facilities ;  and  to 
establish  and  apply  certain  basic  principles  of  organization  and  administration 
for  efficient  and  kindly  care  of  patients/guests  of  nursing  homes  and  related 
facilities." 

The  membership  of  the  commission  consists  of  two  representatives  each  from 
the  California  Medical  iVssociation,  California  Hospital  Association,  the  Cali- 
fornia Association  of  Nursing  Homes  and  one  representative  each  from  the 
California  Dental  Association  and  the  Southern  California  State  Dental  Associ- 
ation. The  commission  is  supported  financially  by  contributions  from  the 
member  organizations  plus  fees  received  from  nursing  homes  and  other  related 
facilities  requesting  survey  and  accreditation. 

As  of  March  31,  1965,  a  total  of  252  requests  for  initial  survey  and  accreditation 
had  been  received.  Twenty-five  nursing  homes  have  been  denied  accreditation 
as  not  meeting  the  standards  of  the  commission.  Twenty-two  have  allowed  their 
accreditation  to  lapse.    In  addition  there  are  applications  awaiting  initial  survey. 

To  qualify  for  survey  by  the  Commission  a  facility  must  have  been  in  operation 
under  the  same  ownership  for  a  period  of  at  least  6  months.  It  is  the  feeling 
of  the  commission  that  this  is  the  minimum  period  of  operation  which  will 
permit  a  true  evaluation  of  the  quality  of  care  in  a  facility. 

Nursing  and  convalescent  homes  are  furnished  with  full  preliminary  infor- 
mation of  the  standards  of  the  commission  and  the  requirements  for  accredita- 
tion. Inasmuch  as  the  major  objective  is  to  improve  the  care  of  the  patient 
and  quality  of  care,  the  commission  feels  that  its  function  is  educational  as  well 
as  accreditation.  Facilities  are  furnished  with  self-evaluation  questionnaires 
which  permit  them  to  find  their  weak  spots  and  correct  them  before  applying 
for  accreditation . 

Accreditation  is  purely  voluntary  on  the  part  of  the  facility.  Application 
accompanied  by  a  fee  of  $60  plus  $2.50  for  each  licensed  bed  must  be  made  to 
the  commission.  A  careful  survey  of  the  institution  is  then  made.  The  report 
of  survey  is  examined  by  all  members  of  the  commission  and  if  approved  a 
certificate  of  accreditation  is  issued  to  the  facility.  The  licensing  agency  is  then 
notified  of  the  accreditation  as  is  also  Hospital  Service  of  California,  Hospital 
Service  of  Southern  California,  California  Physicians'  Service  and  interested 
commercial  insurance  companies  which  may  write  health  insurance  for  care  in 
convalescent  hospitals. 

Accreditation  is  for  a  period  of  2  years  from  the  date  of  survey  and  is  not 
automatically  renewed.  For  continuation  of  accreditation  during  the  next  2- 
year  period  request  must  be  made  to  the  commission.  A  full  survey  is  made  and 
the  report  passed  upon  by  all  members  of  the  commis.sion  as  in  the  initial  survey. 

Provision  is  made  in  the  bylaws  whereby  Interim  surveys  may  be  conducted 
if  there  is  a  reasonable  report  or  belief  that  the  facility  is  not  continuing  to 
meet  commission  standards  of  accreditation.  If  this  interim  survey  reveals 
major  deficiencies  or  serious  substandard  operation,  accreditation  is  withdrawn. 
The  facility  is  then  ineligible  for  accreditation  for  a  period  of  6  months  and 
must  file  formal  application  for  survey  if  they  wish  to  become  accredited.  There 
is  also  provision  for  appeal  and  hearing  before  the  commission. 

In  establishing  criteria  for  nursing  and  convalescent  homes  which  may  be 
reimbursed  for  the  care  of  individuals  covered  under  health  insurance.  Hospital 
Service  of  California  and  Hospital  Service  of  Southern  California  (Blue  Cross) 
have  indicated  in  their  policies  that  facilities  which  have  been  accredited  by 
the  California  Commission  for  the  Accreditation  of  Nursing  Homes  shall  be 
deemed  to  have  met  their  criteria.  Western-65,  includes  accreditation  by  this 
commission  as  a  minimum  requirement  for  a  nursing  or  convalescent  home  to 
be  qualified  to  receive  payment  under  their  policies.  Other  commercial  com- 
panies, writing  insurance  for  nursing  home  care  accept  accreditation  as  an 
indication  that  a  facility  meets  their  requirements  for  payments. 
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The  nursing  homes  that  are  accredited  or  applying  for  accreditation  are  about 
equally  divided  between  northern  and  southern  California.  They  extend  from 
Alturas  on  the  north  to  Indio  on  the  south.  The  great  majority  are  in  the  areas 
adjacent  to  Los  Angeles  and  San  Francisco. 

The  first  survey  was  conducted  in  September  1961.  As  of  April  1,  1965,  there 
were  196  nursing  homes  on  the  accredited  list,  representing  11,843  beds.  This  is 
19  percent  of  the  1,025  licensed  facilities  in  the  State  and  27  percent  of  the 
43,227  beds. 

The  program  of  accreditation  by  the  commission  has  been  publicized  widely  to 
all  nursing  and  convalescent  homes  in  the  State.  As  the  program  becomes 
better  known,  more  and  more  nursing  and  convalescent  homes  are  seeking 
accreditation.  It  is  noted  that  physicians  seeking  a  facility  for  convalescent  care 
for  a  patient  are  giving  preference  to  those  facilities  which  have  met  the  standards 
of  this  commission.  The  standards  for  accreditation  are  rigid  but  it  is  the 
feeling  that  such  is  necessary  in  order  to  promote  a  high  quality  of  care  in  all 
of  its  aspects  to  the  patients  in  nursing  and  convalescent  homes  that  they  may 
obtain  the  greatest  benefits  offered  by  medical  and  nursing  science. 

In  all  fairness  to  the  more  than  19  percent  of  facilities  in  California  which  have 
maintained  high  standards  of  care  and  in  view  of  the  unity  of  purpose  of  the 
member  agencies  supporting  the  commission  it  is  respectfully  requested  that  if 
an  amendment  requiring  accreditation  is  introduced  that  the  final  wording  of 
the  amendment  be  such  that  the  California  Commission  for  the  Accreditation  of 
Nursing  Homes  and  Related  Facilities  be  allowed  to  qualify  as  the  accrediting 
agency  in  this  State  until  such  time  as  a  single  broadly  based  accrediting  body 
is  operative  nationally. 


Council  of  Louisiana  Business  and  Trade  Associations, 

Baton  Rouge.  La.,  May  1, 1965. 
Re  H.R.  6675,  Social  Security  Amendments  of  1965. 

To  the  Chairman,  Hon.  Harry  F.  Byrd,  and  Members  of  the  Senate  Finance 

Committee, 
Z7.^.  Senate, 
Washington  25,  D.C. 

Gentlemen  :  Without  a  public  hearing  before  the  House  Ways  and  Means  Com- 
mittee, H.R.  6675  passed  the  House  of  Representatives  on  April  8, 1965,  and  is  now 
under  your  consideration.  According  to  press  notices  only  those  employer  repre- 
sentatives who  have  previously  arranged  for  appearances  w^ill  be  heard  by  your 
committee. 

Respectfully  submitted,  however,  is  the  position  of  Louisiana  Business,  coordi- 
nated and  endorsed  by  the  business  and  trade  associations  named  herein,  re- 
garding H.R.  6675,  Social  Security  Amendments  of  1965.  It  is  urged  that  a  copy 
of  such  position  be  made  available  to  each  member  of  the  committee  and  to  the 
Congress  of  the  United  States. 

position  of  LOUISIANA  BUSINESS  ON  H.R.  667  5 

Only  the  vaguest  idea  of  the  enormous  scope  of  this  bill,  designed  within  the 
House  Ways  and  Means  Committee  in  executive  sessions  and  with  no  public 
hearings,  has  been  made  knowm  to  the  American  public.  As  an  example  of  this, 
on  national  television  and  in  the  national  press,  this  298  page  document  has  been 
called  very  simply  the  medicare  bill.  Such  news  media  have  quoted  the  ad- 
ministration as  stating  immediately  after  its  passage  by  the  House:  "Thirty 
years  from  now  you  will  realize  the  benefit  of  the  historical  passage  of  this 
medicare  bill." 

Yet,,  the  report  of  the  Committee  On  Ways  and  Means  to  Congress  gives  the 
overall  purpose  in  these  categories. 

(1)  To  provide  a  coordinated  approach  for  health  insurance  and  medical  care 
for  the  aged  under  the  Social  Security  Act,  etc. ; 

(2)  To  expand  the  services  for  maternal  and  child  health,  crippled  children, 
and  the  mentally  retarded,  and  to  establish  a  5-year  program  of  special  project 
grants  to  provide  comprehensive  health  care  for  needy  children  of  school  age 
or  preschool  age ; 

(3)  To  revise  and  improve  the  benefit  and  coverage  provisions  and  the  financ- 
ing structure  of  the  Federal  old-age,  survivors,  and  disability  insurance  system, 
etc. 
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Obviously,  it  would  be  quite  diflficult  for  the  American  public  to  have  the 
slightest  idea  of  the  enormity  of  this  bill  even  after  reading  the  264  page 
committee  report  on  the  298  page  bill. 

Nevertheless,  Louisiana  Business  believes  that  in  all  fairness  to  the  American 
people,  at  least  the  following  highlights  of  the  scope  of  this  legislation  should 
be  emphasized  nationwide. 

SYNOPSIS  OF  SCOPE 

I.  Health  insurance  and  medical  care  for  the  needy 

A.  A  basic  plan  providing  protection  against  the  costs  of  hospital  care  financed 
through  a  new  and  separate  payroll  tax  and  a  new  and  separate  trust  fund. 

The  new  tax. — This  new  tax  begins  at  0.7  percent  of  payroll  and  increases  to 
1.6  percent  of  payroll,  divided  equally  between  worker  and  employer.  The  tax 
base  is  increased  from  $4,800  per  annum  to  $6,600  per  annum.  The  $200-per- 
month  worker  and  his  employer  each  will  pay  $38.40  per  year  and  the  $550-per- 
month  worker  and  his  employer  vv^ill  be  taxed  $105.60  per  year.  Yet,  the  benefits 
will  be  exactly  and  basically  the  same  for  each  worker  as  in  the  medicare  pro- 
posals of  former  years. 

Unless  a  hospital  agrees  to  follow  all  of  the  regulations  and  price  tags  placed 
on  it  by  the  Federal  regulator,  it  will  not  be  licensed  as  a  provider,  and  these 
services  would  not  be  available  there  under  that  plan.  There  are,  of  course,  a 
number  of  regulatory  measures  aside  from  this  bill  which  the  Federal  Govern- 
ment could  invoke  to  force  institutions  to  become  providers. 

The  cost. — This  is,  of  course,  a  reestimate  of  the  popular  slogan,  "For  less 
than  3  cents  a  day,  etc."  The  tax  in  this  bill  for  some  workers  and  their  em- 
ployers is  29  cents  per  day,  which  is  about  10  times  the  original  slogan  used  to 
popularize  prior  medical  plans.  A  worker  and  his  employer  together  will  pay 
$105.60  per  annum  toward  hospitalization  cost  of  those  65  and  over. 

x\ccording  to  the  Federal  Department  of  Health,  Education,  and  Welfare  (p. 
252  of  the  report  of  the  Committee  on  Ways  and  Means  to  Congress)  the  cost  of 
providing  hospital  benefits  to  those  now  50  years  of  age  or  over  is  $140  billion. 
Those  50  years  of  age  or  older  will  contribute  not  more  than  $7  billion  for  their 
benefits. 

Accordingly,  the  Federal  Department  of  Health,  Education,  and  Welfare  con- 
cludes that — 

The  cost  that  younger  workers  will  be  required  to  pay  to  provide  benefits 
to  those  now  50  years  of  age  or  over  is  $133  billion  (p.  252 ) . 

The  committee  report  further  states  (p.  251),  "The  actual  cost  of  the 
hospitalization  program  per  workers  entering  the  work  force  at  age  21,  with 
interest  at       percent  per  annum,  will  amount  to  $8,590." 

That  worker,  meanv/hile,  during  all  of  his  working  years,  has  the  responsi- 
bility of  self -insuring  the  health  needs  of  his  family  and  himself  out  of  his  own 
earnings. 

B.  The  second  portion  of  the  coordinated  approach  for  health  insurance  under 
H.R.  6675,  has  to  do  with  a  voluntarj^  supplementary  plan  providing  payments 
for  physicians  and  other  medical  and  health  services  financed  through  small 
monthly  premiums  by  individual  participants  and  matched  equally  by  the  Fed- 
eral Government  out  of  general  revenues. 

Premiums. — Participant  would  put  up  $3  per  month  and  Government  would 
put  up  $3  per  month  out  of  general  revenues.  These  funds  would  be  placed  in 
a  government  trust  fund,  from  which  the  insurance  companies  would  be  paid. 
Here,  again,  the  Federal  Secretary  v/oulcl  determine  which  insurance  companies 
could  participate  and  be  permitted  to  enter  into  a  Federal  Government  contract. 

Benefits. — There  would  be  a  $50  annual  deductible.  Then  the  plan  would  cover 
80  percent  of  the  patient's  bill  for  physician  and  surgeon  services ;  home  health 
services,  diagnostic  X-ray,  laboratory,  electrocardiograms,  and  other  tests ;  am- 
bulance service,  surgical  dressings,  splints,  cast,  iron  lungs,  oxygen,  wheelchairs, 
artificial  limbs,  etc. 

The  $3  per  month  premium  of  the  individual  would  be  deducted  from  current 
social  security  benefit,  if  any.  The  committee  report  (p.  6)  specifically  notes 
that  since  social  security  benefits  are  at  the  same  time  being  increased  by  at  least 
$4  per  month,  such  increase  would  more  than  pay  for  this  premium. 

Comments  on  Medicare  Poetion  of  H.R.  6675 

Each  member  of  the  Senate  Finance  Committee  was  furnished  on  November  25, 
1963,  the  position  of  Louisiana  Business  on  medical  care  for  older  citizens. 
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Louisiana  Business  urged  then  and  continues  to  emphasize  that  if  the  Congress 
of  the  United  States  determines  that  senior  citizens  must  be  medically  insured, 
the  necessary  funds  should  be  made  available  on  some  test  basis  out  of  general 
revenue  to  pay  the  premiums  actuarially  established  by  private  insurance 
carriers,  if  the  individual  desired  to  participate  and  is  willing  to  contribute  a 
part  of  that  premium. 

To  some  extent,  but  regulated,  that  principle  was  recognized  by  the  House  of 
Representatives  in  voting  upon  the  supplementary  insurance  portion  of  H.R.  6675. 
If  this  principle  is  sound,  at  all,  it  should  be  just  as  sound  for  insuring  hospitali- 
zation costs. 

Louisiana  Business  holds  that  if  persons  65  years  of  age  or  over  do  not  have 
hospital,  doctor,  nursing,  and  medical  coverage,  but  want  it  and  cannot  pay  for 
it  solely  out  of  current  income,  then  the  matching  principle  established  in  this 
bill  should  be  extended  to  hospitalization  coverage  as  well  and  furnished  by 
established,  sound,  nationwide  plans  now  on  the  market. 

Some  of  these  plans  are  selling  for  slightly  more  than  $100  per  year  including 
catastrophic  health  insurance.  Under  a  matching  arrangement,  the  individual 
would  put  up  $50  or  less  per  annum  and  Government  would  put  up  $50  or  more 
per  annum  (H.R.  6675  proposes  $36  per  annum  solely  for  doctors'  and  some 
related  services).  Certainly,  hospitalization  insurance  alone  on  a  mass  basis 
would  not  cost  $105.60  per  annum,  which  this  bill  proposes  the  worker  and  his 
employer  put  up  for  insurance  for  others. 

There  would  then  be  absolutely  no  need  for  Government  regulated  medicare 
(now  called  hospital  insurance)  under  social  security.  Furthermore,  the  cost 
would  be  considerably  less.  Of  paramount  importance,  the  individual  would 
retain  his  freedom  of  choice  and  maintain  his  dignity  in  paying  at  least  part  of 
the  premium. 

II.  INCREASED  ASSISTANCE  TO  STATES  FOR  VARIOUS  SERVICES  FOR  HEALTH  CARE 

The  position  of  Louisiana  Business  has  always  been  and  continues  to  be  that 
if  help  is  needed  in  this  area,  each  State  is  qualified  to  determine  what  and  how 
much  is  needed.  Accordingly,  Louisiana  Business  is  in  full  agreement  with  this 
portion  of  H.R.  6675. 

HI.  INCREASE  IN  FEDERAL  OLD-AGE,  SURVIVORS'  AND  DISABILITY  BENEFITS  AND  THEIR 

FINANCING 

This  portion  of  H.R.  6675  relates  to:  (a)  Benefit  increases  and  (&)  Financing 
such  increases. 

The  position  of  Louisiana  Business  is  that  inflation  has  made  an  increase  of 
7  percent  across  the  board  in  monthly  benefits  an  absolute  necessity.  However, 
it  holds  that  financing  of  such  increases  should  not  be  borne  almost  entirely 
by  considerably  less  than  half  of  the  Nation's  workers  and  their  employers. 

A.  Increased  social  security  benefits  including  tJiose  for  survivors  and  the  disabled 

The  bill  provides — 

(1)  A  7-percent  across-the-board  benefit  increase  to  20  million  present 
recipients.  The  new  monthly  minimum  would  be  $44  (now  $40)  and  the  new 
monthly  maximum  for  those  now  drawing  would  be  $135.90  (now  $127). 
In  the  future  the  maximum  could  go  to  $149.90  per  month  in  about  5  years 
and  then  to  $167.90  per  month  in  another  5  years. 

(2)  Family  maximum  benefits,  now  $254  per  month,  would  be  increased 
to  $286.80.  By  1971  such  family  benefit  could  be  $312  and  5  years  later 
$368  per  month. 

(3)  Presently,  a  child's  benefit  ceases  at  age  18.  The  bill  extends  this  to 
age  22  if  the  child  is  a  full-time  student  after  age  18. 

(4)  Presently,  widows  are  ineligible  until  age  62.  The  bill  permits  an 
actuarially  discounted  benefit  at  age  60. 

Louisiana  Business  is  in  accord  with  the  foregoing  increases  occasioned  prin- 
cipally by  infiation. 

However,  Louisiana  Business  has  deep  concern  and  very  serious  objections 
with  regard  to  the  following  change  proposed  in  H.R.  6675  : 

( 5 )  Amendment  to  present  disability  requirement. 

The  bill  eliminates  the  present  requirement  that  a  worker's  disability  must 
be  expected  to  result  in  death  or  to  be  of  long-continued  and  indefinite  duration. 
It  provides  instead  that  a  worker  would  be  eligible  for  a  disability  benefit  if  he 
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has  been  totally  disabled  (even  temporarily),  throUeb  a  continuous  period  of  at 
least  6  calendar  months.  Moreover,  such  benefits  would  be  payable  after  a 
waiting  period  of  5  months  rather  than  the  present  waiting  period  of  0  months. 

It  proi)oses  that  disabled  workers  will  be  eligible  for  Federal  social  security 
benefits  during  the  same  period  of  time  that  they  are  receiving  workmen's 
compensation  and  other  benefits  under  State  laws.  Recipients  would  then  be 
eligible  for  two  or  several  benefits  for  the  same  disability  period. 

This  measure  might  be  intended  to  place  the  responsibility  on  the  Federal 
Government  for  compensating  workers  for  job-c-onnected  injuries  and  thereby 
make  it  unnecessary  for  States  to  have  workmen's  compensation  statutes.  Mean- 
while, however,  when  disabled  workers  are  able  to  secure  more  income  when 
disabled  than  when  working,  there  would  be  little  if  any  incentive  for  them  to 
seek  rehabilitation  or  again  become  self-supporting. 

Louisiana  Business,  therefore,  not  only  because  of  the  added  cost  but  also  for 
the  general  good  of  the  social  security  program  is  firmly  opposed  to  this  change  in 
benefit. 

(6)  ^Miscellaneous  other  liberalizations  in  benefit  entitlement  appear  to 
be  in  the  nature  of  correcting  some  comparative  injustices  and  Louisiana 
Business  believes  these  are  principally  for  the  general  good, 

B.  Financing  the  benefit  increases 

More  than  in  any  other  prior  financing  of  increased  benefits  this  bill  grossly 
discriminates  against  better  paid  workers  and  their  employers  in  forcing  them 
to  finance  the  entire  increased  costs.  Those  already  receiving  benefits  will,  of 
course,  pay  nothing  for  the  large  increase.  However,  the  majority  of  present 
workers  who  will  accrtie  considerably  increased  benefits,  as  outlined  in  the  fore- 
going, will  receive  such  increased  benefits  with  a  decrease  in  tax.  The  entire 
cost  then  will  be  borne  by  workers  earning  more  than  S400  per  month  and  the 
businesses  which  p^.y  them  their  wages.  lender  present  law  and  present  benefit 
schedtile  the  tax  rates  are  as  follows : 

Tears  1966  and  IMT  4.125  percent  on  1st  $4,800  per  annum 

Year  1968  and  thereafter   4.625  percent  on  1st  S4,S00  per  annum 

H.R.  6675  proposes  the  following  (exclusive  of  the  medicare  separate  tax)  : 

Tears  1966  through  1965  4.0  percent  on  1st  85,600  per  annum 

Years  1969  and  1970  4.4  percent  on  1st  S5.600  per  anntmi 

Years  1971  and  1972  4.4  percent  on  1st  S6,600  per  annum 

Tear  1973  and  thereafter  4.S  percent  on  1st  86,600  per  anntim 

The  Social  Sectirity  Btilletin  of  February  1965  (page  23)  states  that  the 
average  total  earnings  per  worker  subject  to  social  sectirity  tax  was  83.970  for 
the  year  1963.  tFrom  figures  given  in  the  March  1965  issue,  apparently  this 
increased  about  2.4  percent  for  1964.  )  From  the  foregoing,  it  is  observed  that 
a  substantial  increase  in  benefits  accrues  to  all  workers. 

Nevertheless,  the  proposed  financing  acttially  results  in  decreases  for  the  next 
7  years  in  presently  scheduled  tax  of  those  earning  less  than  84,800.  For  1966 
and  1967  the  .$400-per-month  worker  will  pay  $6  per  year  less  than  schedtiled  in 
present  law ;  in  1968  he  vriU.  pay  830  less  than  scheduled  and  for  the  years  1969 
through  1972  he  will  pay  810,80  less  per  year  than  under  present  law.  In  spite 
of  considerably  increased  benefits  he  will  pay  $85,20  less  in  payroll  social  sectirity 
tax  during  the  next  7  years, 

Qtiite  obviously,  then,  the  entire  cost  of  the  benefit  increase  for  the  20  mil- 
lion now  on  the  benefit  roll  as  well  as  the  accrued  benefit  increases  of  the 
majority  of  workers  will  be  financed  solely  by  those  earning  more  than  8400 
per  month  and  the  businesses  which  pay  them. 

The  tax  for  the  8o50-per-month  worker  is  increased  from  a  maximum  of  8222 
per  year  under  present  law  to  8316. :  "--ar  (exclusive  of  the  additional  tax 
proposed  for  medicare).  The  employ  :  ■  -  ^  an  additional  equivalent  amotmt. 
Exclusive  of  the  separate  medicare  :ax  i  r -posed  by  H.R,  6675,  the  social  se- 
curity tax  per  anntim  for  the  8550-per-month  man  would  be  8633.60  or  852.80 
per  month,  of  which  826.40  per  month  will  come  out  of  the  worker's  paycheck. 

It  appears  impossible  to  justify  this  discrimination.  In  its  report  to  Con- 
gress the  Committee  on  Ways  and  Means  apparently  attempts  to  do  so  by  a 
number  of  assumptions.    Among  these  are  the  following  : 

"Your  committee  was  advised  by  the  Department  of  Health,  Education,  and 
Welfare  that,  in  the  future,  earnings  are  estimated  to  increase  at  a  rate  of 
about  3  percent  per  year,"    (.Page  50. ) 
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Table  given  on  page  53  of  the  report,  assumes  that  today's  average  daily- 
wage  of  $20  will  increase  to  $43.82  in  20  years  and  to  $142.13  in  50  years. 

"Accordingly,  although  your  committee  believes  that,  under  the  likely  con- 
dition of  rising  wages  over  the  next  25  years,  the  earnings  base  will  be  adjusted 
upward  beyond  the  $6,600  in  1971,  the  conservative  assumption  should  be  made 
for  the  purpose  of  the  actuarial  cost  estimates  that  no  further  increases  will 
occur  after  1971."    ( Page  56. ) 

Louisiana  Business  urges  the  committee  to  avoid  this  discrimination.  If 
every  worker  is  to  accrue  increased  benefits  to  the  extent  of  approximately 
7  percent,  in  equity  each  worker's  tax  should  be  correspondingly  increased. 
In  essence  that  principle  was  recommended  to  the  House  Ways  and  Means 
Committee  by  the  Federal  Advisory  Council  on  Social  Security  before  the  in- 
troduction of  H.R.  6675  (pp.  7  and  38,  Social  Security  Bulletin,  March  1965). 

SUMMARY  AND  CONCLUSIONS 

Combined  social  security  and  medicare  tax  imposed  by  H.R.  6675  totals  as 
much  as  $739.20  per  year  for  a  worker  (11.2  percent  of  $6,600).  Of  this  amount 
$369.60,  or  $30.80  per  month  will  be  deducted  from  the  worker's  paycheck. 
There  is  no  doubt  that  under  a  normal  working  career,  the  combined  employer- 
employee  tax  invested  in  private  pension  and  health  insurance  would  provide 
the  worker  far  more  benefits  than  contained  in  this  proposal. 

Louisiana  Business,  in  view  of  the  many  assumptions  made  in  the  report  to 
Congress  by  the  Committee  on  Ways  and  Means,  must  conclude  that  the  tax 
demanded  from  business  and  the  worker  will  inevitably  be  increased  along 
with  benefits. 

Louisiana  Business  holds  that  if  the  Congress  feels  that  there  must  be 
compulsory  medical  coverage  of  all  senior  citizens,  the  free  choice  of  any  of 
the  sound  plans  offered  on  the  competitive  market  should  be  theirs.  Stand- 
ard comprehensive  medical  coverage  policies  should  be  made  available  to 
anyone  age  65  or  over.  The  individual  would  pay  a  portion  of  the  premium 
and  the  Government,  out  of  general  revenues,  would  pay  the  rest  on  an 
established  scale  according  to  the  individual's  total  income. 

Otherwise,  there  is  no  possibility  of  avoiding  Federal  regulation  and  con- 
trol of  the  individual  and  the  services  rendered,  with  the  attendant  high 
noncompetitive  political  cost  and  necessitating  a  disproportionate  expropria- 
tion of  more  and  more  wages  of  the  worker  and  the  earnings  of  his  employer. 

Moreover,  it  will  be  politically  impossible  to  resist  the  inevitable  demand 
of  the  worker,  who  pays  part  of  the  bill,  to  extend  the  same  coverage  to  him 
while  working  with  unlimited  cost. 

With  the  exception  of  the  disability  entitlement  amendment,  Louisiana  Busi- 
ness is  generally  in  accord  with  the  benefit  increases  proposed  in  the  OASDI 
program  and  the  liberalization  of  Federal  grants  to  broaden  State  plans. 

However,  Louisiana  Business  urges  the  committee  and  the  Congress  to  change 
the  method  of  financing  increased  benefits  and  follow  essentially  the  equitable 
principle  of  an  across-the-board  tax  increase  for  an  across-the-board  benefit 
increase. 

Certainly,  the  alarming  progression  in  Government  concept,  embodied  in 
H.R.  6675,  of  taking  more  and  more  from  some  to  give  to  others,  once  enacted 
can  hardly  be  changed  in  the  future. 

Louisiana  Business,  therefore,  is  of  the  firm  conviction  that  such  principle 
would  be  greatly  accelerated  during  the  next  30  years  with  irreparable  damage 
to  many  industries,  the  free  enterprise  system  and  to  its  millions  of  workers. 
Coordinated,  endorsed  and  respectfully  submitted  by : 
Automotive  Wholesalers  Association  of  Louisiana. 
Chamber  of  Commerce  of  the  New  Orleans  area. 
Construction  Industry  Association  of  New  Orleans. 
Deep  South  Farm  and  Power  Equipment  Association. 
Louisiana  Automobile  Dealers  Association. 
Louisiana  Building  Material  Dealers  Association. 
Louisiana  Dairy  Products  Association. 

Louisiana  Highway  &  Heavy  Construction  Branch,  Associated  General 
Contractors  of  America. 
Louisiana  Laundry  and  Cleaners  Association. 
Louisiana  Manufacturers  Association. 
Louisiana  Motor  Transport  Association. 
Louisiana  Oil  Marketers  Association. 
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Louisiana  Restaurant  Association. 
Louisiana  Retailers  Association. 
Louisiana  State  Chamber  of  Commerce. 
Louisiana  Wholesale  Grocers  Association. 
Louisiana  Wine  »&  Spirits  Foundation. 
Printers  and  Stationers  Association  of  Louisiana. 
Shreveport  Wholesale  Credit  Men's  Association. 
Southern  Pine  Industry  Committee. 

I  hereby  certify  that  the  position  of  Louisiana  Business,  as  outlined  in  the 
foregoing,  has  been  endorsed  by  the  above  named  associations. 

L.  L.  Waltebs,  coordinator. 


Statement  on  Medicare,  H.R.  6675,  Senate  Finance  Committee,  April  29, 
1965,  BY  E.  S.  Hall,  Secretary,  Freedom,  Inc.,  Farmington,  Conn. 

I  am  E.  S.  Hall,  a  Connecticut  yankee  in  Washington.  Having  arrived  at 
^'threescore  years  and  ten",  I  represent  the  20  million  aging  citizens  who  you 
imagine  might  vote  for  you  if  you  support  this  medicare  bill :  "Social  Security 
Amendments  of  1965" — health  insurance  for  the  aged  and  medical  assistance — 
entitlement  to  hospital  insurance  benefits — conditions  to  be  met,  deductibles, 
■exceptions,  limitations,  scope,  and  payment  of  benefits,  duration  and  procedure 
for  payment  of  claims  of  providers  of  services ;  amounts  and  payment  of  pre- 
miums and  contributions  (flat-rate  income  taxes)  :  trust  funds  to  be  invested 
in  Government  bonds ;  hospital  inpatient,  extended  care,  outpatient,  arrange- 
ments, establishments,  enrollment  periods,  coverage  period,  determinations, 
appeals,  eligibility,  exclusions  from  coverage,  etc.,  etc.,  296  pages  to  be  added 
to  the  more  than  2,000-page  Internal  Revenue  Code  of  1954  as  amended  to  date. 
It  is  obvious  that,  before  the  bureaucrats  (or  the  Philadelphia  lawyers  we 
cannot  afford  to  hire)  can  tell  us  how  much  of  our  hospital  and  other  medical 
bills  will  be  paid,  we  shall  have  either  recovered  or  died.  If  you  support  this 
monstrous  and  complicated  medicare  bill,  will  we  vote  for  you?  Xot  on  vour 
life. 

However,  the  20  million  aging  citizens  that  I  represent  will  gladly  vote  for 
you  if  you  will  throw  this  296-page  medicare  bill  into  the  ashcan  and  enact 
the  22-page  freedom  tax  bill,  a  bill  to  give  every  taxpayer  a  take-home  raise 
in  an  economic  climate  that  will  enable  most  of  us  to  care  for  ourselves  all  the 
days  of  our  lives,  and  let  the  needy  change  from  the  welfare  laws  to  an  overall 
system  of  cash  aid  for  food,  clothing,  and  shelter,  plus  payment  of  all  their 
medical  bills,  locally  administered  by  social  workers  and  the  clergy.  No 
premiums.  No  contributions.  No  medicare-security  payroll  taxes.  No  ac- 
counting overhead.  Lowest  cost  to  income  taxpayers.  Free  market  medical 
care  for  all  the  needy  without  regard  to  age,  race,  creed,  color,  or  previous 
condition  of  serfdom  or  freedom.  Complete  medicare  with  total  security.  If 
you  really  want  the  votes  of  the  millions  I  represent,  give  us  the  freedom 
tax  law  now. 


May  4,  1965. 

H.R.  6675 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Comm  ittee  on  Finance, 

New  Senate  Office  Biiilding,  Washington.D.C. 

Dear  Mr.  Chairman  :  The  98th  Annual  Session  of  the  National  Grange,  which 
was  held  in  Atlantic  City,  N.J.,  in  November  of  1964,  reaflBrmed  previous  posi- 
tions of  the  National  Grange  in  opposition  to  medical  care  and  aid  for  elderly 
citizens  financed  out  of,  or  through,  social  security.  They  specifically  referred 
to  the  position  of  the  National  Grange  in  1963,  which  is  as  follows : 

"In  1960  the  National  Grange  adopted  a  resolution  to  the  effect  that  'the 
freedom  of  the  individual  to  choose  the  health  and  medical  services  desired' 
should  be  maintained.  With  this  in  mind,  this  committee  reaffirms  its  position 
and  opposes  the  enactment  of  the  King- Anders  on  bill  or  any  similar  legisla- 
tion which  would  increase  social  security  taxes  to  finance  medicare.  The 
Grange  reaffirms  its  support  of  the  Kerr-Mills  plan,  in  opposition  to  compulsory 
aid,  through  social  security.  The  committee  commends  private  insurance  com- 
panies for  their  efforts  in  providing  plans  for  hospitalization  and  health  insurance 
for  senior  citizens." 
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Will  you  be  so  kind,  sir,  to  convey  to  your  distinguislied  committee  this 
position  of  tlie  National  Grange. 
Respectfully, 

Haeey  L.  Graham,  Legislative  Representative, 


Statement  of  Edwaed  W.  Kuhn,  President  Elect,  American  Bar  Association, 
ON  Behalf  of  the  American  Bar  Association 

(In  opposition  to  section  303(a)  (1)  and  (2)  of  H.R.  6675  (89th  Cong.,  1st 
sess. )  which  would  change  the  definition  of  disability  under  the  social  security 
program  to  allow  disability  payments  for  short-term,  temporary  disability, 
thereby  duplicating  the  payments  of  State  workmen's  compensation  laws) 

The  Ajnerican  Bar  Association  is  opposed  to  the  inclusion  in  H.R.  6675  of 
section 303(a)  (1)  and  (2). 

This  section  would  amend  the  present  definition  of  disability  under  the 
social  security  law  to  strike  the  requirement  that,  in  order  for  an  individual 
to  be  eligible  for  social  security  disability  benefits,  his  disability  must  be  of  long 
continued  and  indefinite  duration  or  be  expected  to  result  in  death. 

Since  1958,  disability  benefits  paid  under  social  security  have  duplicated 
payments  from  State  workmen's  compensation  programs  in  the  area  of  perma- 
nent and  total  disability.  The  effect  of  the  proposed  change  in  H.R.  6675 
would  be  to  expand  the  duplication  of  social  security  beyond  the  permanent 
total  area  into  the  area  of  short-term,  temporary  disability. 

If  this  proposal  is  enacted,  it  will  represent  a  broad  change  in  the  apparent 
philosophy  underlying  the  adoption  of  the  social  security  disability  provision. 
The  basis  of  justification  for  including  disability  payments  under  social  security 
was  that  an  individual  who  suffered  a  disability  of  long  continued  duration 
or  one  which  was  likely  to  result  in  death  was  totally  and  permanently  removed 
from  the  work  force  and  thus,  in  effect,  undergoing  an  early  retirement.  This 
fitted  in  well  with  the  philosophy  of  the  old  age  and  survivors  insurance  pro- 
gram which  provided  benefits  for  those  persons  or  dependents  who  were  removed 
from  the  work  force  as  a  result  of  retirement  or  death. 

If  the  disability  amendments  contained  in  the  aforementioned  subsections  of 
sections  303  are  enacted,  they  will  represent  a  major  change  in  this  philosophy. 
The  individuals  who  will  be  included  as  eligible  for  disability  will  not  neces- 
sarily have  been  completely  and  permanently  removed  from  the  work  force, 
A  substantial  number  of  individuals  eligible  for  such  benefits  will  be  suffering 
only  short-term  disability,  and  there  is  every  reason  to  believe  that  they  will 
be  returned  to  the  work  force  within  a  limited  period  of  time. 

The  American  Bar  Association  feels  strongly  that  no  such  broad  change  in 
the  basic  philosophy  of  the  social  security  disability  provision  should  be  under- 
taken without  considerable  study  both  as  to  the  necessity  for  such  change  and 
its  long-term  effect. 

This  proposed  change  in  the  definition  of  disability  will  also  result  in  a  sub- 
stantial broadening  of  the  duplication  of  workmen's  compensation  payments  by 
social  security.  If  this  is  allowed  to  go  into  effect,  it  will  not  only  discourage 
the  work  being  done  in  rehabilitating  injured  workers,  but  will  also  reduce 
the  incentive  for  employers  to  make  strong  safety  efforts. 

Duplication  of  workmen's  compensation  benefits  and  social  security  disability 
payments  have  in  many  cases  seriously  hampered  efforts  to  rehabilitate  injured 
employees  and  return  them  to  their  jobs.  It  would  be  most  unfortunate  if  the 
concept  of  rehabilitation,  which  has  become  generally  accepted  as  one  of  the 
major  objectives  of  workmen's  compensation,  should  receive  a  serious  setback 
because  of  broadened  duplication.  Furthermore,  the  State  workmen's  compen- 
sation programs  have  been  a  major  factor  in  the  reduction  of  accidents  over 
the  years.  One  of  the  original  purposes  of  the  enactment  of  workmen's  com- 
pensation laws  in  the  various  States  was  to  produce  the  needed  incentives  for 
good  safety  management.  The  cost  of  work  injuries  is,  through  the  rating 
system,  borne  directly  by  the  employer  under  whose  supervision  injuries  have 
occurred.  As  a  result,  the  number  of  work-connected  Injuries  and  fatalities  in 
private  industry  has  been  greatly  diminished.  This  reduction  of  work-connected 
injuries  and  fatalities  in  private  industry  has  been  greatly  diminished.  This 
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reduction  of  work-connected  injuries  in  private  industry  was  recently  noted 
by  President  Johnson  in  a  statement  to  all  Federal  departments  and  agencies 
requesting  them  to  develop  programs  within  their  departments  and  agencies 
which  would  produce  results  similar  to  those  being  obtained  in  private  industry. 

However,  we  feel  that  the  most  serious  effect  of  this  proposed  change  will 
be  that  it  will  constitute  a  major  step  toward  the  substitution  of  social  security 
for  workmen's  compensation  system.  It  is  obvious  that  two  systems  of  com- 
pensation for  work-connected  disability  which  dux)licate  each  other  will  not  be 
tolerated  for  a  long  period  of  time.  As  the  area  of  compensation  under  social 
security  is  broadened,  there  will  be  great  pressure  for  reduction  in  the  areas 
covered  by  State  programs.  As  this  pressure  mounts,  it  can  only  result  in 
gradual  elimination  of  the  State  workmen's  compensation  programs  which  has 
successfully  protected  injured  workers  for  over  50  years. 

The  Committee  on  Ways  and  Means  of  the  House  of  Representatives  of  the 
U.S.  Congress  recognized  the  serious  problem  of  duplication,  and  in  its  report 
on  H.R.  6675  recommended  that  the  Department  of  Health,  Education,  and  Wel- 
fare conduct  a  study  of  the  problem  and  report  back  to  the  committee  next  year. 
The  American  Bar  Association  strongly  feels  that  no  change  in  the  definition  of 
disability  should  be  undertaken  until  ample  opportunity  has  been  had  to  fully 
consider  the  necessity  for  changing  the  definition  and  to  fully  explore  the  possible 
effect  upon  State  workmen's  compensation  programs. 

If  the  definition  is  expanded  before  this  is  done,  the  duplication  problem  will  be 
substantially  increased,  and  could  result  in  a  severe  blow  from  which  the  State 
workmen's  compensation  system  may  never  recover. 

In  February  of  1963,  the  house  of  delegates  of  the  American  Bar  Association 
adopted  a  resolution  concerning  duplication  and  overlapping  of  provisions  of  the 
social  security  law  and  the  several  States'  workmen's  compensation  acts.  As  a 
matter  of  policy  the  association  expressed  its  opposition  to  any  further  legisla- 
tion which  would  discourage  the  States  from  improving  their  own  system  or 
would  infringe  on  the  rights  of  the  States  to  enact  and  administer  their  own 
system  of  workmen's  compensation  benefits. 

The  American  Bar  Association  feels  that  the  proposed  change  in  the  definition 
of  disability  is  set  forth  in  section  303(a)  (1)  and  (2)  in  H.R.  6675  would  consti- 
tute such  legislation  resulting  in  irreparable  harm  to  the  State  workmen's  com- 
pensation programs. 

We  strongly  urge  the  aforementioned  sections  be  deleted  from  the  bill. 


Portland,  Maine,  May  ^,  1965. 

Hon.  Harry  Flood  Byrd, 
Chairman,  Senate  Finance  Committee, 
Senate  Offlce  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  At  the  last  meeting  of  the  Maine  Societies  of  Pathologists 
the  membership  instructed  me  to  communicate  our  objection  to  Senator  Paul 
Douglas'  amendment  to  H.R.  6675. 

It  is  our  considered  opinion  as  practicing  pathologists  that  such  legislation 
would  result  in  a  complete  loss  of  control  of  the  quality  of  laboratory  medicine 
by  the  physicians  responsible.  It  is  our  opinion  that  the  control  of  laboratory 
medicine  exerted  by  many  hospitals  has  resulted  in  an  appreciable  lag  between 
scientific  research  and  its  applications  to  clinical  medicine. 

This  society  feels  that  the  failure  to  utilize  new  knowledge  will  be  increased  by 
governmental  controls  of  laboratories  medicine.  The  Maine  pathologists  object 
to  a  professional-technical  split  of  fees,  as  outlined  in  H.R.  6675.  In  our  opinion 
such  legislation  would  tend  to  restrict  pathologists  in  selecting  and  training 
technical  personnel,  purchasing  equipment  of  their  choice,  instituting  the 
methodology  they  consider  best  for  a  given  procedure,  and  operating  an  adequate 
quality  control  program.  We  respectfully  urge  your  committee  to  eliminate 
from  the  medicare  bill  H.R.  6675  all  physicians'  services,  fully  realizing  that  this  - 
may  not  be  possible.  If  not  possible  this  society  requests  the  committee  to  recom-- 
mend  to  the  Senate  passage  of  H.R.  6675  in  its  original  form. 

Dr.  Gerald  C.  Leary. 
Secretary,  Maine  Society  of  Patliologii. 
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The  Iowa  Hospital  Association,  Inc., 

Des  Moines,  Iowa,  May  3,  1965. 

Hon.  Harry  Flood  Byrd, 

Senate  Finance  Committee, 

Senate  Q-ffice  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  At  the  annual  meeting  of  the  House  of  Delegates  of  the 
Iowa  Hospital  Association  held  in  Des  Moines,  Iowa,  April  27,  28,  and  29,  1965, 
the  delegates  heard  a  presentation  of  the  Federal  legislation  (H.R.  6675)  passed 
by  the  House  of  Representatives  and  now  before  the  Senate  Finance  Committee. 

The  hospitals  of  Iowa  are  deeply  concerned  about  that  portion  of  H.R.  6675 
which  seeks  to  distinguish  payment  to  hospitals  for  the  services  of  pathologists, 
radiologists,  anesthesiologists,  and  physiatrists,  from  the  remaining  costs  of 
operating  the  departments  which  these  physician  specialists  supervise. 

During  the  course  of  a  5-year  controversy  betvv^een  these  physician  specialists 
and  hospitals  in  Iowa  between  1954  and  1960,  the  practicality  and  other  merits 
of  this  "professional-technical  split"  were  thoroughly  considered.  Both  sides  to 
the  controversy  rejected  this  proposal  as  unsound,  impractical,  and  potentially 
harmful  to  the  quality  of  these  services  in  hospitals.   The  reasons  are  as  follows  : 

1.  These  four  specialties  of  medicine  always  have  been  and  must  continue  to 
be  monopolies.  Since  the  pathologist,  for  example,  is  the  administrative  head 
of  a  major  department  of  the  hospital,  it  is  possible  to  appoint  only  one  person 
for  this  responsibility.  Employees  cannot  have  three,  four  or  more  separate 
supervisors. 

2.  There  is  a  severe  shortage  of  these  medical  specialists  and  only  in  the  very 
large  cities  of  the  United  States  would  it  be  possible  to  have  competition  between 
these  specialists,  no  matter  how  the  charges  for  their  services  reached  the 
patient.  In  the  entire  State  of  Iowa,  less  than  50  percent  of  the  173  hospitals 
have  the  services  of  these  specialists.  All  other  hospitals  must  depend  upon  a 
general  practice  physician  for  supervision  of  these  departments, 

3.  The  monopoly  situation  thus  arises  both  from  the  hospital's  need  for  one 
administrative  head  of  the  department,  and  from  the  scarcity  of  these  specialists 
in  the  United  States.  Monopoly  situations  must  be  controlled.  If  these  phy- 
sicians are  not  under  contract  with  hospitals,  they  will  be  tempted  to  take 
advantage  of  their  preferential  position  in  the  form  of  higher  charges  for 
services  rendered  as  compared  with  those  charges  now  made  under  contract 
control. 

4.  Separate  billings  by  these  monopoly  specialists  will  result  in  multiple 
billings  to  each  patient  instead  of  one  charge  rendered  via  the  hospital  as  at 
present.  For  the  four  departments  concerned,  this  will  mean  one  charge  from 
each  of  four  specialists,  plus  one  from  the  hospital,  making  a  total  of  five  bills 
instead  of  all  being  included  in  one  hospital  bill.  Patients  will  be  overwhelmed 
with  bills  from  physicians  they  neither  select  nor  recognize,  and  seldom  even  see. 

5.  The  direct  billing  by  the  specialist  to  the  patient  will  encourage  nonspecialist 
physicians  to  administer  anesthesia,  to  interpret  X-rays,  and  even  to  examine 
laboratory  tissues,  blood  smears,  and  cultures.  No  physician  wishes  his  patient 
to  receive  multiple  bills  from  several  other  physicians,  and  to  avoid  it,  the  non- 
specialist  will  tend  to  provide  these  services  himself.  This  will  tend  to  lower  the 
quality  from  the  high  level  now  common  to  American  hospitals. 

Because  of  these  considerations,  the  House  of  Delegates  of  the  Iowa  Hospital 
Association  urges  the  amendment  of  H.R.  6675  to  provide  for  payment  of  these 
four  monopoly  specialist  physicians  from  the  basic  hospital  benefits  of  the 
program. 

Sincerely  yours, 

Roland  B.  Enos,  President. 


Testimony  Presented  by  Dr.  Macklyn  Lindstrom,  Chairman,  Committee  on 
Social  Welfare,  Division  of  Alcohol  Problems  and  General  Welfare, 
General  Board  of  Christian  Social  Concerns,  the  Methodist  Church 

Mr.  Chairman,  we  have  requested  this  opportunity  to  present  written  testimony 
before  the  Senate  Finance  Committee  on  H.R.  6675  because  the  General  Confer- 
ence of  the  Methodist  Church  for  the  first  time  adopted  policy  statements  related 
to  medical  care  and  public  welfare  at  its  quadrennial  meeting  in  April  of  1964. 

We  do  not  pretend  to  be  experts  in  these  highly  technical  and  complex  fields. 
As  we  understand  H.R.  6675,  we  feel  that  it  is  quite  compatible  in  intent  with 
the  policy  statements  adopted  by  our  church. 
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The  Methodist  General  Conference  stated :  "We  stand  for  the  provision  of 
adequate  medical  care  for  all  people,  with  special  attention  being  given  the 
aging,  the  young,  minority  ,and  low-income  groups."  It  went  on  to  affirm,  "Our 
national  resources  should  be  mobilized  to  furnish  health  services  to  those  in  need. 
The  principle  and  use  of  prepayment  health  insurance  is  good.  Subsidies  and 
administrative  coordination  by  private.  Federal,  and  State  governmental  agencies 
may  be  necessary  to  care  for  unmet  needs." 

We  see  in  the  health  insurance  for  the  aged  section  of  H.R.  0675  an  attempt 
to  meet  existing  need  with  minimum  of  hardship  on  persons  and  a  maximum  of 
respect  for  the  dignity  of  the  individual.  The  social  security  provision  enables 
every  person  to  "earn"  his  right  to  basic  hospital  and  nursing  home  care  upon 
reaching  age  65.  The  voluntary  supplementary  plan  providing  payments  for 
physicians  and  other  medical  and  health  services  allows  for  individual  partici- 
pation, yet  allowing  Federal  matching  in  order  to  more  evenly  distribute  the 
cost  on  the  basis  of  ability  to  pay,  and  taking  care  of  needs  that  would  be  too 
costly  if  included  in  the  social  security  program.  We  are  not  certain  these 
programs  will  meet  all  the  existing  needs,  but  we  feel  this  is  a  giant  step. 

In  the  expansion  of  the  Medical  Assistance  for  the  Aging  Act  (Kerr-Mills)  we 
see  a  real  attempt  not  only  to  more  adequately  meet  the  needs  of  medically  indi- 
gent aged,  but  also  to  provide  for  the  medically  indigent  child  and  his  family, 
as  well  as  the  blind  and  permanently  and  totally  disabled.  This  is  a  welcome 
addition  as  are  the  child  health  program  amendments. 

The  revision  of  the  OASDI  program  will  make  it  possible  for  more  persons  to 
live  with  dignity.  Incomes  under  these  programs  will  still  be  quite  low,  par- 
ticularly for  some,  but  improved.  These  provisions  move  in  the  direction  of 
providing  a  more  adequate  base  for  persons  to  live  as  free  human  beings.  We 
have  recently  become  aware  of  the  hardship  created  for  a  small  number  of  older 
women  who  have  been  divorced  and  cut  off  thereby  from  the  social  security 
benefits  accumulated  by  their  former  husbands.  We  feel  that  the  provision  for 
wife's  and  widow's  benefits  for  divorced  women  is  fair,  although  a  little  investi- 
gation indicates  that  the  lowering  of  the  number  of  years  of  marriage  required 
for  this  benefit  to  10  years  (instead  of  20  years)  would  add  little  additional 
cost  to  the  program  and  would  more  adequately  meet  this  need. 

In  testimony  presented  to  the  Advisory  Council  on  Public  Welfare  on  April 
30,  1965,  we  were  pleased  to  quote  our  new  general  conference  statement  on 
public  welfare  which  says,  "W^e  believe  that  meeting  human  need  is  both  a  pri- 
vate and  a  community  responsibility.  Adequate  public  assistance  should  be 
made  available  to  all  persons  solely  on  the  basis  of  need.  Every  individual 
should  provide  for  his  own  needs  and  share  responsibility  for  the  needs  of  others 
to  the  full  extent  of  his  ability,  but  we  believe  that  no  person  in  an  afiluent 
society  should  be  demoralized  because  of  unmet  need." 

We  find  in  the  public  assistance  amendments  of  H.R.  6675  provisions  which 
move  toward  this  objective  as  stated  in  our  church  policy.  The  greatly  needed 
increase  in  the  Federal  share  of  assistance  grants  is  to  be  passed  on  to  the 
recipient.  The  inclusion  of  tubercular  and  mental  patients  in  the  old-age  assist- 
ance and  medical  assistance  for  the  aged  programs  will  benefit  many.  So  will  the 
increase  in  earnings  exemption.  The  Congress  can  give  a  big  boost  to  many  who 
are  at  the  bottom  of  the  economic  heap  through  these  public  assistance 
amendments.    It  will  provide  an  important  step  toward  meeting  human  need. 

We  believe  that  the  recent  action  by  the  General  Conference  of  the  Methodist 
Church  is  an  indication  of  growing  public  support  for  more  adequate  public 
programs  in  health  and  welfare  and  are  grateful  that  the  Congress  of  the 
United  States  is  developing  such  programs. 


International  Association  of  Fise  Fighters 

Submitted  by  William  D.  Bucke,  President 

The  International  Association  of  Fire  Fighters  strongly  supports  the  social 
security  system.  However,  the  simple  truth  of  the  matter  is  that  social  security 
cannot  be  extended  to  fire  fighters  and  policemen,  who  are  covered  by  a  State  or 
local  retirement  system,  without  in  turn  weakening  or  damaging  such  systems. 
For  this  reason,  we  are  unalterably  opposed  to  any  effort  which  may  be  made 
to  eliminate  or  repeal  the  clause  (sec.  218(d)  (5)  (A) )  which  excludes  fire  fighters 
and  policemen,  who  are  under  a  retirement  system,  from  coverage  under  the 
Social  Security  Act. 
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As  tlie  committee  will  recall,  last  year  section  11  of  the  House  bill  on  social 
security  revisions  attempted  to  repeal  this  exclusion  clause.  Fortunately, 
however,  your  committee  and  the  Senate  in  its  wisdom  adopted  the  Ribicoff 
amendment  striking  said  section  11  from  the  House  bill.  The  committee  on 
conference  agreed  at  that  time  that  the  exclusion  clause  should  be  continued. 

This  year  we  are  satisfied  with  the  House  bill  (H.R.  6675)  to  the  extent  that 
it  leaves  the  exclusion  clause  intact.  We  are  not  aware  of  any  effort  which  is 
being  made  on  the  Senate  side  to  tamper  with  this  much  needed  exclusion. 

This,  notwithstanding,  since  this  matter  was  an  issue  in  the  last  session 
of  Congress,  we  vvould  like  to  take  this  opportunity  to  set  forth  the  following^ 
as  the  reasons  why  the  firemen's  and  policemen's  exclusion  clause  should  remain 
unchanged : 

(1)  The  referendum  section  of  the  Social  Security  Act  does  not  contain  ade- 
quate provisions  which  will  assure  fire  fighters  and  policemen  that  they  will  not 
be  forced  under  social  security  against  their  will.  To  the  contrary,  section 
218(d)(6)(C)  permits  certain  States  to  divide  the  retirement  system  so  that 
even  if  all  the  department  members  but  one  are  opposed  to  social  security 
coverage,  that  single  member  can  vote  for  it  and  thus  force  all  department 
members  thereafter  to  come  under  the  social  security  system  against  their  will. 
( See  supporting  statement  No.  1. ) 

(2)  The  nature  of  the  duties  of  fire  fighters  and  policemen  is  such  that  it  re- 
quires retirement  at  a  far  earlier  age  than  that  provided  for  under  social 
security.   ( See  supporting  statement  No.  2. ) 

(3)  Elimination  of  the  exclusion  clause  would  damage  the  ability  of  fire 
fighters  and  policemen  to  protect  early  retirement  provisions  in  those  communi- 
ties w^here  such  provisions  now  exist.  Further,  it  would  serve  as  a  bar  against 
improving  those  retirement  systems  which  do  not  measure  up  to  the  retirement 
standards  required  in  the  firefighting  and  police  service.  The  inclusion  of 
members  of  fire  and  police  departments  under  social  security  in  the  States 
of  Kansas  and  South  Dakota  has  already  started  a  movement  backward  toward 
the  later  retirement  requirements  provided  for  under  social  security  as  opposed 
to  the  earlier  retirement  requirements  necessary  to  meet  the  needs  of  fire  fighters 
and  policemen.    ( See  supporting  statement  No.  3. ) 

(4a)  Certain  municipal  administrators  plan  to  use  social  security  as  a  device 
through  which  retirement  benefits  of  firefighters  and  policemen,  provided  for 
under  State  and  local  systems,  will  be  reduced.  Since  these  systems  are,  of 
necessity,  more  liberal  than  social  security  and  therefore  more  expensive  to  the 
municipal  employer,  they  hope  to  reduce  the  municipality's  share  of  pension 
costs  by  substituting  social  security  in  lieu  of  these  systems.  (See  supporting 
statement  No.  4a.) 

(4b)  The  policy  declaration  of  Congress  which  states  that  there  shall  be 
no  impairment  of  benefits  of  State  and  municipal  employees,  is  certainly  well 
intentioned.  Unfortunately,  it  carries  no  legal  weight  or  influence  with  those 
municipal  administrators  who  view  social  security  as  a  means  of  escaping  from 
their  pension  or  retirement  system  obligations.    ( See  supporting  statement  4b. ) 

(5)  The  effect  on  fire  and  police  department  pension  systems  by  the  intrusion 
of  social  security  cannot  be  judged  on  the  same  basis  as  social  security's  impact 
on  the  retirement  systems  of  other  State  and  municipal  employees.  As  pre- 
viously stated  fire  and  police  department  pension  systems  are,  because  of  neces- 
sity, more  liberal  and  therefore  more  expensive  than  the  systems  covering  most 
other  employees.  In  addition,  because  they  were  started  before  retirement 
systems  were  funded,  fire  and  police  department  plans  usually  operate  on  a  pay- 
as-you-go  basis  with  the  unfunded  liabilities  mounting  every  year.  All  of  this 
causes  municipal  administrators  to  consider  fire  and  police  department  retire- 
ment systems  in  a  far  different  light  than  the  systems  covering  other  State 
and  municipal  employees.    (See  supporting  statement  No.  5.) 

SUPPORTING  STATEMENT  NO.  1  FIEEFIGHTERS  AND  POLICEMEN  FORCED  UNDER  SOCIAL 

SECURITY 

Except  for  the  exclusion  clause,  firefighters  and  policemen  enjoy  no  protection 
under  the  Federal  law  against  being  forced  under  social  security  against  their 
will.  Section  218(d)  (6)  (C)  permits  17  States  to  divide  their  retirement  system 
so  that  a  single  department  member  can  compel  every  future  member  of  his 
department  to  come  under  social  security.   It  is  now  being  recommended  by  the 
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Advisory  Coimcil  that  this  authority  to  divide  the  retirement  system  be  extended 
to  the  remaining  33  States. 

If  the  exclusion  clause  is  eliminated,  and  the  authority  to  divide  the  retirement 
system  is  extended  to  all  of  the  50  States,  social  security  will  be  forced  on  every 
fire  and  police  department  in  the  Nation,  even  though  the  overwhelming  majority 
of  department  members  are  opposed  to  it. 

One  might  question,  "What  is  wrong  with  a  system  which  forces  new  members 
under  social  security  so  long  as  the  current  members  are  protected?" 

The  answer  is  that  pension  benefits  are  part  of  the  total  vv^age  package,  the 
greater  the  benefits,  the  higher  the  wages.  Thus,  if  you  have  two  different  levels 
of  pension  benefits,  you  have  two  different  levels  of  wages.  In  effect,  the  new 
firefighter  or  policeman  covered  under  social  security  would  be  working  for  less 
wages  than  his  counterpart  who  was  covered  by  the  State  or  local  retirement 
■system. 

This  disparity  in  benefits  or  wages  would  surely  destroy  the  morale  of  any 
department.  You  just  cannot  have  two  employees  performing  the  same  duties 
.^nd  exposed  to  the  same  hazards,  yet  pay  one  of  them  more  than  the  other. 

The  only  practical  solution  to  the  problem  is  to  strengthen  the  caluse  in  the 
Pederal  law  which  excludes  firefighters  and  x>olicemen  from  social  security 
coverage. 

SUPPOKTING   STATEMENT    NO.    2  WHY   EARLY    RETIEEMENT   FOR   FIREFIGHTERS  AND 

POLICEMEN  ? 

The  nature  of  the  duties  of  firefighters  and  policemen  demands  that  they 
liave  gi'eat  physical  strength,  ability,  coordination,  stamina,  and  endurance. 
Most  men  begin  to  lose  a  good  part  of  these  characteristics  after  they  reach 
-age  50,  thus  reducing  their  effectiveness  in  their  job.  Early  retirement  for 
those  employees  is  necessary  in  order  to  maintain  efficiency  in  the  firefighting 
and  police  services. 

By  the  same  token,  the  rigors  of  firefighting  or  police  work  have  an  increas- 
ingly damaging  impact  on  the  health  of  department  members  with  each  succeed- 
ing year  after  age  45.  Medical  science  has  established  that  advancing  age  and 
the  work  of  firefighters  frequently  is  the  reason  why  such  men  suffer  from  heart 
disease.  In  order  to  afford  reasonable  protection  to  the  health  of  the  men 
engaged  in  these  hazardous  occupations,  firefighters  and  policemen  must  be 
permitted  to  retire  at  an  early  age. 

One  of  the  biggest  difficulties  of  fire  and  police  departments  today  is  the 
recruitment  of  qualified  men  at  the  salaries  the  municipalities  can  afford  to 
pay.  An  important  inducement  is  a  sound  retirement  program.  If  there  is 
danger  of  this  program  being  weakened  this  attraction  will  be  lost  and  con- 
-sequently  the  difficulty  of  recruiting  satisfactory  personnel  will  be  greatly 
increased. 

SUPPORTING  STATEMENT  NO.  3  THE  EXTENSION  OF  SOCIAL  SECURITY  DAMAGES,  FIRE 

AND  POLICE  DEPARTMENT  RETIREMENT  SYSTEMS 

The  intrusion  of  social  security  on  fire  and  police  department  retirement 
systems  in  certain  States  which  have  been  exempted  from  the  exclusion  clause, 
has  had  a  damaging  effect  on  the  retirement  systems  of  those  States. 

In  Kansas  and  South  Dakota,  social  security  has  lent  support  to  those  who 
would  unduly  increase  the  length  of  service  and  age  requirements  for  firefighters 
and  policemen  in  those  States. 

In  many  other  such  States,  where  the  age  and  length  of  service  requirements 
were  too  high  to  begin  with,  social  security  has  served  as  a  deterrent  against 
reducing  these  requirements. 

The  overall  impact  of  social  security  on  these  States  is  to  cause  a  shift  from  the 
retirement  standards  essential  in  an  effective  firefighting  or  police  force  to  the 
TQore  general  standards  of  social  security. 

It  would  be  in  the  best  interest  of  every  community  if  conditions  were  restored 
to  where  they  were  in  1956  when  every  firefighter  and  policeman  in  the  Nation, 
who  was  covered  by  a  retirement  system,  was  excluded  from  social  security. 

SUPPORTING  STATEMENT  NO.  4A  MUNICIPALITIES  TO  USE  SOCIAL  SECURITY  IN  PLACE 

OF  FIRE  AND  POLICE  RETIREMENT  SYSTEMS 

Many  of  our  local  unions  have  been  challenged  by  efforts  of  municipal  admin- 
istrators to  integrate  social  security  with  the  existing  retirenieiit  system  for 
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present  fire  department  members  and  to  substitute  social  security  for  the  retire- 
ment system  of  new  members.  Most  of  these  administrators  have  been  frank 
to  say  that  they  view  this  as  a  means  of  escaping  from  pension  obligations  which 
they  claim  are  costly. 

The  only  thing  which  has  thwarted  them  is  the  presence  of  the  exclusion 
clause. 

If  the  exclusion  clause  were  removed,  our  unions  would  be  powerless  to  defend 
themselves  against  this  maneuver  which  at  best  would  create  a  double  standard 
of  benefits  for  employees  who  perform  the  same  duties  and  who  are  exposed  tO' 
the  same  hazards. 

There  is  no  justification  for  having  the  Federal  Government  give  municipal 
administrators  the  tools  through  which  they  might  escape  their  obligation  to 
employees  who  have  so  faithfully  served  their  communities.  For  this  reason, 
the  exclusion  clause  should  be  strengthened  rather  than  weakened  or  eliminated. 

SUPPORTING  STATEMENT  NO.  4B  DECLARATION  OF  CONGRESS 

It  has  clearly  been  the  purpose  of  Congress  that  the  extension  of  social  security 
to  State  and  municipal  employees  shall  not  result  in  the  impairment  of  State 
or  local  retirement  systems.  Unfortunately,  this  congressional  declaration  has 
no  legal  weight  or  effect  on  those  administrators  who  are  subject  to  the  pressure 
inherent  in  most  municipal  budgets.  This  declaration  is  all  the  more  meaningless 
in  the  case  of  firefighters  and  policemen  because  their  retirement  systems  are 
far  more  costly  than  those  of  other  State  and  municipal  employees. 

The  only  practical  way  that  Congress  can  protect  fire  and  police  department 
retirement  systems  from  impairment  caused  by  social  security  is  to  strengthen 
the  exclusion  clause  so  that  social  security  cannot  be  extended  to  firefighters 
or  policemen  who  are  covered  by  such  systems. 

SUPPORTING  STATEMENT  NO.  5  RETIREMENT  PROBLEMS  OF  FIREFIGHTERS  AND  POLICE- 
MEN DIFFERENT  THAN  THAT  OF  OTHER  STATE  AND  MUNICIPAL  EMPLOYEES 

Retirement  systems  were  adopted  for  firefighters  and  policemen  long  before 
they  were  established  for  other  State  and  municipal  employees.  They  were  de- 
veloped on  a  pay  as  you  go  basis  because  funding  pension  systems  was  not  an 
accepted  practice  in  those  days.  As  a  result,  the  cost  of  such  plans  continues  to 
mount  with  each  passing  year. 

In  addition,  the  retirement  requirement  of  firefighters  and  policemen  are  of 
necessity  much  more  liberal  than  that  of  other  State  and  muincipal  employees. 
This  again  means  that  the  fire  and  police  department  plans  impose  a  much 
greater  cost  on  the  municipal  employer  than  does  the  system  of  other  public 
employees. 

Since  there  is  such  a  significant  difference  in  costs  between  these  two  types  of 
retirement  systems,  the  experience  of  other  State  and  municipal  employees  to 
whom  social  security  has  been  extended,  does  not  serve  as  a  useful  basis  upon 
which  to  judge  what  would  happen  if  social  security  were  extended  to  firefighters 
and  policemen. 

Therefore  the  problem  of  the  firefighters  and  policemen  must  be  evaluated  on 
the  basis  of  the  demonstrated  attitude  of  municipal  administrators  and  on  the 
basis  of  the  experience  which  firefighters  and  policemen  have  had  where  social 
security  has  already  been  extended  to  or  forced  upon  them. 

The  point  has  been  made  abundently  clear  that  firefighters  and  policemen  have 
needs  peculiar  unto  themselves.  These  needs,  their  best  interests  and  that  of  the 
communities  require  and  demand  that  the  exclusion  clause  be  continued  and 
strengthened. 


Arkansas  Medical  Society, 
Fort  Smith,  Ark.,  May  1^,  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate,  Washington,  B.C. 

Dear  Senator  Byrd  :  Attached  is  a  resolution  concerning  H.R.  6675  which 
was  adopted  by  the  Arkansas  Medical  Society  at  its  recent  annual  session. 

The  members  of  this  society  respectfully  request  your  consideration  and  sup- 
port of  their  position  on  these  proposed  changes  in  H.R.  6675. 
Very  truly  yours, 

Paul  C.  Schaefer, 
Enclosure.  Executive  Vice  President. 
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Resolution 

Whereas  House  bill  6675  has  passed  the  House  of  Representatives  in  the 
Congress  of  the  United  States  and  is  now  pending  before  the  Senate ;  and 

Whereas  House  bill  6675  provides  for  a  hospital  program  financed  through  the 
social  security  system,  a  federally  administered  medical  insurance  program  and 
various  other  health  care  amendments  to  the  old  age  and  survivors  insurance 
program ;  and 

Whereas  the  medical  profession  strongly  advocates  that  the  hospital  and  medi- 
cal care  program  should  be  directed  toward  those  people  who  are  over  65  who 
need  help,  that  the  administration  of  such  program  be  by  the  several  States 
rather  than  federally  administered,  and  that  the  maximum  use  be  made  of 
private  carriers  and  voluntary  health  insurance  on  a  prepayment  principle ;  and 

Whereas  the  medical  profession  strongly  opposes  a  payroll  tax  on  the  working 
man  to  pay  for  free  health  care  for  those  who  are  not  in  need ;  and 

Whereas,  the  medical  profession  believes  that  every  person  should  receive  the 
best  medical  care  regardless  of  his  ability  to  pay :  Now,  therefore,  be  it 

Resolved,  That  the  Arkansas  Medical  Society  strongly  advocates  that  House 
bill  6675  be  amended  to  provide  for  : 

1.  Medical  care  for  those  over  65  who  are  in  need  of  help ; 

2.  The  program  being  administered  by  the  States  rather  than  the  Federal 
Government ;  and 

3.  Maximum  use  being  made  of  private  carriers  and  the  voluntary  health 
insurance  on  a  prepayment  principle ;  and,  be  it  further 

Resolved,  That  a  copy  of  this  resolution  be  transmitted  to  all  of  the  mem- 
bers of  the  Arkansas  congressional  delegation. 


National  Association  foe  Retarded  Childeen, 

New  York,  N.Y.,  May  5,  1965. 

Senator  Haeey  S.  Byed, 
Chairman,  Committee  on  Finance, 
U.S.  Senate,  Washington,  D.C. 

Deae  Senator  Byed  :  On  behalf  of  the  Association  for  Retarded  Children  I 
would  like  to  express  to  you  our  support  of  H.R.  6675  with  special  reference  to  the 
so-called  child  health  amendments  which,  through  various  specific  provisions, 
will  promote  prevention  of  mental  retardation  as  well  as  better  service  to  the 
retarded.  There  is  also  included  provision  for  the  training  of  personnel  to  per- 
form services  to  crippled  and  mentally  retarded  children,  an  area  which  has 
received  relatively  little  Federal  support  to  date. 

We  also  wish  to  support  enthusiastically  the  amendment  to  title  XVII  pro- 
viding for  funds  to  the  States  for  the  implementation  of  the  mental  retardation 
planning,  which  is  now  going  forward.  You  will  recall  that  assistance  and 
encouragement  to  the  States  to  develop  planning  with  respect  to  the  prevention 
and  amelioration  of  mental  retardation  in  children  and  adults  were  initiated 
approximately  1  year  after  a  comparable  effort  was  initiated  in  relation  to  mental 
illness.  One  of  the  most  important  byproducts  of  this  relatively  brief  effort  to 
date  has  been  to  develop  in  many  states  greater  cooperation  and  communication 
among  the  various  agencies  whose  services  are  needed  by  the  mentally  retarded. 
One  of  the  purposes  of  the  proposed  amendment  to  title  XVII  will  be  to  permit 
this  collaboration  to  be  funded  for  2  years  at  a  very  modest  level  during  the  first 
stages  of  putting  the  plans,  so  created,  into  effect.  It  will  also  permit  some 
project  type  grants  to  the  States  to  carry  out  interdepartmental  studies,  surveys, 
or  demonstrations  for  which  the  planning  process  has  revealed  a  need, 

H.R.  6675  will,  we  all  know,  go  down  in  history  as  a  bill  for  the  health  care 
of  the  aged.    Nevertheless,  we  feel  that  its  implications  for  the  mentally  retarded 
are  most  signficant  and  deserve  the  bipartisan  support  of  your  committee  and 
of  the  Senate  as  a  whole. 
Sincerely  yours, 

Elizabeth  Boggs 
Mrs.  Fitzhugh  W.  Boggs, 
Chairman,  Governmental  Affairs  Committee. 


1122 


SOCLIL  SECURITY 


California  State  Chamber  of  Commerce, 

8a7i  Francisco,  Mai/  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  The  board  of  directors  of  the  California  State  Chamber 
of  Commerce  on  April  23  "unanimously  voted  its  opposition  to  the  payment  of 
benefits  for  temporary  disabilities  under  the  social  security  disability  insurance 
program  and  respectfully  urges  that  section  303  be  eliminated  from  H.R.  6675. 

The  extension  of  benefits  to  claimants  with  temporary  disabilities  under  section 
303  would  increase  the  duplication  of  benefits  under  social  security  and  work- 
men's compensation  and  also  increase  duplication  of  benefits  under  employer- 
financed  group  insurance  plans  and  State-operated  programs  such  as  we  have 
in  California. 

Under  section  303  many  workers  would  receive,  at  other  workers'  expense,  more 
income  for  staying  home  than  they  would  by  returning  to  work.  Such  a  dupli- 
cation of  benefits  would  destroy  the  main  incentive  for  an  injured  worker  to  be 
rehabilitated.  We  suggest  that  section  303  of  H.R.  6675  is  a  harmful  duplication 
of  benefits  and  unwarranted  expansion  of  the  social  security  disability  program 
into  fields  already  being  served  by  well-established  programs  and  should  be 
eliminated. 

Thank  you  for  your  consideration. 
Sincerely, 

Clark  Galloway,  General  Manager. 


South  Carolina  Restaurant  Association, 

Columbia,  S.C.,  May  4, 1965. 

Hon.  Harry  F.  Byrd, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  As  spokesman  for  the  entire  food  service  industry  within 
our  State,  we  of  the  South  Carolina  Restaurant  Association  go  on  record  as 
unanimously  opposed  to  section  313  (tax  on  tips)  of  H.R.  6675,  the  medicare 
bill,  presently  in  the  Senate  Finance  Committee. 

We  urge  you  as  a  member  of  subject  committee  to  assist  in  killing  section  313 
before  the  bill  is  released  on  the  fioor.  Our  major  objections  enumerated  below 
are  in  harmony  with  national  consensus  : 

(a)  Employee  resentment  with  resulting  effect  on  morale  and  consequent  loss 
of  employees  accelerating  the  consistently  acute  shortage. 

(&)  Withholding  from  paychecks,  the  only  means  possible,  would  reduce  take- 
home  pay  and  motivate  demands  for  either  higher  salaries  or  to  have  employers 
to  pay  the  additional  taxes. 

(c)  In  addition  to  burdensome  bookkeeping  and  related  expense,  it  is  reputed 
on  good  authority  to  take  13  percent  of  present  profits  already  exceptionally  low 
compared  to  investment. 

(d)  It  would  make  management  of  so-called  private  enterprise  an  agent  of  the 
Government  for  the  purpose  of  controlling  and  reporting  on  funds  never  in  its 
possession  and  over  which  it  can  only  depend  on  employee  integrity — a  breeding 
area  for  even  greater  dishonesty. 

The  National  Restaurant  Association's  position  for  complete  removal  of  subject 
section  has  our  full  endorsement.  We  will,  however,  concede  a  point  as  a  last 
endeavor  in  that  an  alternate  provision  might  treat  tips  as  self-employment 
income. 

Your  support  of  our  position  will  be  deeply  appreciated  by  a  great  industry 
striving  to  survive  on  an  exceptionally  low  rate  of  net  profit. 
Most  sincerely, 

Amos  W.  Beck,  Pre.ndent. 
Atlantic  City,  N.  J.,  May  5, 1965. 

Senator  Harry  F.  Byrd, 

Committee  on  Finance, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  The  following  statement  is  submitted  for  inclusion  in  the 
record  of  the  hearings  on  the  social  security  bill,  H.R.  6675. 
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The  statement  concerus  only  that  section  of  H.R.  6075  which  pi'ovides  for 
payment  of  specialized  diagnostic  services  such  as  radiology  and  pathology  on 
nonhospitalized  patients  in  hospital  outpatient  departments.  It  is  noted  that 
this  provision  does  not  allow  for  payment  for  the  same  services,  rendered  to  the 
same  type  of  patient  by  specialists  in  private  practice. 

This  seems  clearly  inequitable  at  the  onset  and  would  have  the  following 
unfavorable  results : 

1.  By  paying  for  diagnostic  medical  services  such  as  X-rays  and  pathology 
on  nonhospitalized  patients  only  in  hospital  outpatient  departments  and  not  in 
the  offices  of  private  specialists,  this  provision  of  H.R.  6675  would  tend  to 
destroy  private  medical  practice  in  these  specialties. 

2.  In  this  connection,  the  supplementary  plan  proposed  by  the  House  offers  no 
redress.  Under  this  plan,  the  beneficiary  would  pay  the  first  $50  and  $25  of  the 
remainder,  whereas  under  the  base  plan,  he  would  pay  only  the  first  $20  and 
none  of  the  remainder.  Further,  if  admitted  to  the  hospital,  the  $20  would,  in 
effect,  be  refunded  by  being  credited  to  his  hospital  accoimt.  Therefore,  the 
beneficiary  would  clearly  gain  economically  by  getting  X-ray  studies  under  the 
base  plan,  as  now  constituted. 

3.  The  specialized  medical  care  in  these  fields  is  already  in  short  supply.  The 
increased  demand  for  these  services  under  medicare  would  deny  to  the  elderly  the 
opportunity  of  receiving  from  the  thousands  of  private  medical  specialists 
appropriate  examinations  for  their  complaints. 

4.  By  placing  the  entire  job  of  providing  such  diagnostic  medical  services  solely 
in  hospital  X-ray  departments  to  the  exclusion  of  private  specialists,  this  pro- 
vision of  the  proposed  legislation  would  overburden  the  already  strained  facili- 
ties of  the  hospitals.  It  would  direct  a  considerable  effort  of  the  hospital  X-ray 
departments  away  from  the  care  and  diagnosis  of  hospitalized  patients  to  handle 
the  increased  outpatient  load.  This  would  cause  delay  in  providing  such  services 
for  the  hospitalized  patients,  w^hich  would  in  turn  lengthen  the  period  of  hospital- 
ization with  resulting  mounting  hospital  costs. 

5.  This  provision  has  serious  implications  also  for  the  future  development  of 
the  important  medical  specialities  of  radiology  and  pathology.  Even  now,  these 
fields  are  finding  difficulty  in  recruiting  trainees.    The  bill,  by  tending  to  elimi- 

I  nate  the  private  practice  of  these  specialties  would  further  discourage  young 
I     physicians  from  entering  these  fields. 

jj  6.  This  provision  of  the  bill  would  further,  deprive  both  the  beneficiaries  and 
j  the  referring  physicians  from  free  choice  in  the  selection  of  diagnostic  medical 
I  specialists. 

It  seems  obvious  that  the  possibility  of  such  an  inequitable  and  harmful 
situation  arising  should  be  avoided.  This  can  readily  be  done  without  changing 
the  purpose,  cost,  or  basic  administration  of  the  proposed  legislation.  The  bill 
need  only  be  changed  to  the  extent  of  providing  payment  in  the  base  plan  for 
these  specialized  medical  diagnostic  services  of  radiology  and  pathology  to 
eligible,  nonhospitalized  beneficiaries  either  in  the  hospital  outpatient  depart- 
ments  or  in  the  offices  of  private  diagnostic  specialists  in  these  fields. 
Respectfully  submitted. 

Leonard  S.  Ellenbogax,  M.D. 


Washington,  D.O.,  May  6,  1965. 

Hon.  Hakry  F.  Byed, 

Chairman,  Committee  on  Finance,  U.S.  Senate,  Washington,  B.C. 

Dear  Chairman  Byed:  In  considering  the  proposals  of  H.R.  6675,  or  other 
health  programs,  there  should  be  concern  with  economic  feasibility,  as  much  as 
with  "actuarial  soundness"  or  "actuarial  balance."    According  to  Dorrance  C. 
Bronson's  "Concepts  of  Actuarial  Soundness"  there  is  no  agreement  on  the  very 
meaning  of  "actuarial  soundness,"  although  we  know  it  has  to  do  with  condi- 
tions of  "funds"  or  "reserves."    Man,  however,  is  the  "forgotten  man"  when  how 
j     much  is  spent,  rather  than  how  well  it  is  spent,  dominates  the  discussion.  The 
economist's  main  concern  is  not  with  money  but  with  what  money  buys ;  that  is, 
j     he  asks  for  the  best  health  results  at  a  given  cost  or  the  least  cost  for  given  health 
results.    He  wants  to  know  what  is  being  paid  for,  why  it  costs  so  much,  and 
how  to  get  it  at  less  cost.    In  actuarial  parlance,  every  benefit  to  a  human  being 
is  a  cost  to  a  fund  but  in  economic  language  every  benefit  has  a  cost  we  want 
to  minimize.    (We  also  want  to  place  its  burden  on  those  best  able  to  bear  it, 
i    not  necessarily  the  sick  and  the  disabled.)    Economy  means  not  merely  fore- 

i 
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seeing  the  future,  as  in  a  crystal  ball  or  an  actuarial  report,  but  shaping  the 
future  to  get  the  most  from  limited  resources. 

On  February  25,  Budget  Director  Kermit  Gordon  stated  before  the  Joint 
Economic  Committee  that  "in  response  to  President  Johnson's  unrelenting  pres- 
sure for  greater  efficiency  in  Government  operations.  Federal  managers  are  *  *  * 
more  cost  conscious  today  than  at  any  time  in  recent  memory."  He  held  up 
the  Defense  Department  as  a  model,  saying:  "The  cost  reduction  spirit  has 
caught  on  in  nondefense  agencies." 

But  the  cost  concept  dominating  discussion  on  "medicare"  is  not  the  same 
concept.  I  wrote  Health,  Education,  and  Welfare  Secretary  Celebrezze  that  I 
had  "not  seen  any  evidence  that  'cost  consciousness'  as  above  understood  has 
found  any  place  in  the  thinking"  of  his  Department.  Dr.  John  W.  Cashman, 
Acting  Chief,  Division  of  Community  Health  Services,  Public  Health  Service, 
replied  that  "the  Secretary  is  fully  aware  of  the  importance  of  measuring  the 
economic  benefits  of  specific  health  programs  against  economic  costs  of  engaging 
in  such  programs."  He  referred  to  some  "pioneer"  studies  under  Public  Health 
Service  auspices.  These  are  good  beginnings  but  I  can  testify  that,  at  least  in 
the  Social  Security  Administration,  study  along  this  line  has  not  been  encouraged. 

In  the  Social  Security  Administration  I  was  instructed  to  prepare  a  summary 
analysis  of  findings  of  the  University  of  Michigan  study  on  hospital  economics 
(directed  by  Mr.  Walter  J.  McNerney,  who  testified  on  May  5  before  your  com- 
mittee). This  was  in  connection  with  "mapping  out  a  statistical  and  research 
program  for  the  proposed  medicare  bill."  One  of  the  themes  to  which  special 
attention  was  to  be  given  was  "ways  in  which  an  evaluation  of  reasonability  of 
costs  were  arrived  at." 

Because  of  absence  of  guidance  about  the  meaning  of  "reasonable  cost"  I 
proceeded  to  a  study  of  health  economics  with  a  view  to  discovering  what  this 
meant.  I  stated  in  my  report  that  evidence  in  the  Michigan  study,  and  provided 
through  it,  showed  there  is  very  little  "reasonability"  in  the  actual  practice  of 
"Cost  Finding  for  Hospitals"  (the  title  of  an  accounting  handbook  recommended 
by  the  American  Hospital  xlssociation).  I  wrote:  "To  get  'reasonability'  an 
economic  analysis  of  the  subject  is  required;  it  is  not  enough  to  assume  that 
existing  accounting  handbooks  are  adequate." 

In  the  "Report  of  the  Advisory  Council  on  Social  Security,  1955,"  "The  Status 
of  the  Social  Security  Program  and  Recommendations  for  Its  Improvement," 
the  subject  of  costs  other  than  costs  to  a  fund  entity  gets  less  than  a  page's  treat- 
ment. This  is  section  6  of  part  II  (  pp.  42-43) ,  "Payments  on  the  Basis  of  Reason- 
able Cost."  This  ends  on  the  following  note :  "Payments  on  a  reasonable  cost 
basis  would  be  in  line  with  the  recommendations  of  many  expert  groups,  includ- 
ing the  American  Hospital  Association.  The  established  practices  of  most  Blue 
Cross  plans  are  generally  in  line  with  this  recommendation."  But  some,  includ- 
ing Dr.  Robert  S.  Morison,  director  for  medical  and  natural  sciences  of  the 
Rockefeller  Foundation,  are  critical  of  prevailing  cost  studies  which  are  nothing 
but  extrapolations  of  existing  trends.  If  they  are  right,  we  cannot  assume  cur- 
rent practice  represents  "reasonable  cost." 

The  printed  record  of  the  House  Ways  and  Means  Committee  hearings  on  H.R. 
3920,  King- Anderson  bill,  "Medical  Care  for  the  Aged"  (pt.  5,  p.  2497),  contains 
my  letter  to  the  Continental  Casualty  Co.,  asking  for  "light  on  the  economic 
principles  whereby  hospitals  price  the  services  they  provide."  The  Ways  and 
Means  Committee  did  not  consider  this  question,  but  a  representative  of  this 
company  testified  before  the  Subcommittee  on  Health  of  the  Elderly,  Special 
Committee  on  Aging  of  the  Senate,  on  April  27,  1964,  that  they  were  not  qualified 
to  discuss  "the  cost  of  health  care  itself"  (including  hospital  services)  ;  they 
only  considered  "the  cost  of  the  insurance  process  ;  administrative  and  marketing 
costs,  costs  of  paying  benefits,  and  a  risk  charge  or  profit."  In  no  other  economic 
field  would  anyone  get  away  with  concern  only  for  the  marketing  of  goods  to  the 
neglect  of  their  improved  production. 

"A  new  science  of  health  economics  is  taking  shape,  which  must  prove  itself 
able  to  operate  at  the  economic  planning  level.  It  must  rise  above  cliches  if  it 
is  going  to  assist  the  medical  profession  to  put  its  house  in  order,  using  some 
of  the  methods  proved  effective  by  other  primary  industries"  (Journal  of 
Public  Health,  October  1964,  "The  Health  Industry,"  by  James  S.  McKenzie- 
Pollock,  M.D.,  D.P.H.).  In  other  words,  the  cost  reduction  goal  is  just  as  appli- 
cable to  the  "health  industry"  as  to  any  other. 


SOCIAL  SECURITY 


1125 


A  different  approach  is  presented  by  Mr.  Robert  J.  Myers,  Chief  Actuary  of 
the  Social  Security  Administration,  in  his  book,  "Social  Insurance  and  Allied 
Government  Programs"  (p.  7)  :  "Actually  a  social  security  system  is  not  a 
magical  machine.  We  cannot  put  $1  of  contributions  into  one  end  and  contin- 
uously get  $10  of  benefits  out  from  the  other  end.  It  is  basic  logic  that  the 
cost  of  a  system  is  determined  solely  by  the  benefits  and  the  administrative 
expenses  paid.  Accordingly,  if  in  the  aggregate  the  relative  benefit  cost  of  a 
social  security  system  is  the  same  as  that  of  a  private  individual  insurance  plan 
or  a  group  insurance  program,  the  only  difference  in  total  cost  arises  from  any 
differences  in  administrative  expenses."  In  other  v^^ords,  no  consideration  is  to 
be  given  to  the  reduction  of  "the  cost  of  health  care  itself,"  as  the  insurance 
man  put  it.  Notice,  also,  the  phrase,  "benefit  cost."  This  is  an  actuary,  not 
an  economist,  speaking. 

The  Ways  and  Means  Committee  inserted  into  its  hearing  record  other  material 
from  me  (pt.  5,  pps.  2490-2502),  raising  questions  which  will  become  important 
no  matter  what  the  specific  measures  taken  for  "medicare."  My  main  concern 
is  that  economic  reasoning  should  find  a  greater  application  in  this  area.  In 
jny  opinion,  the  discussions  before  the  Ways  and  Means  Committee  overempha- 
sized actuarial  considerations  to  the  neglect  of  economic  considerations.  Actu- 
aries and  economists  don't  always  speak  the  same  language,  and  it  is  to  be  feared 
statements  meant  in  one  sense  will  be  misconstrued  by  those  accustomed  to  think 
in  another  sense  about  these  matters. 

For  example,  an  article  in  the  December  1964  Journal  of  Risk  &  Insurance 
(pp.  597-602),  "An  Actuarial  Appraisal  of  Congressional  Proposals  for  Hospital 
Insurance  for  the  Aged,"  by  Paul  E.  Hanchett  and  George  R.  McCoy,  gives  an 
expected  shortage  of  certain  services  as  a  reason  for  lowering  a  cost  estimate. 
To  an  economist  this  would  justify  raising  it.  The  article  points  to  a  difference 
in  utilization,  and  calls  it  a  difference  in  "costs."  But  spending  more  for  health 
when  you  are  getting  more  for  your  money  does  not  mean  higher  costs.  The  actu- 
arial terminology  makes  it  seem  the  rich  have  higher  costs  than  the  poor.  In 
this  connection,  it  should  be  pointed  out  that  the  terms,  "high  cost,"  "low  cost," 
^nd  "intermediate  cost,"  as  used  by  the  Chief  Actuary  of  the  Social  Security 
Administration,  accord  with  actuarial,  not  economic  usage. 

This  article  may  be  compared  with  one  in  the  American  Economic  Review, 
March  1961  "Hospitalization  Insurance  and  Hospitalization  Utilization,"  by 
Burton  A.  Weisbrod  and  Robert  J.  Fiesler  (pp.  126-32).  This  distinguishes 
■clearly  between  increased  "utilization"  and  increased  "costs."  The  Finance  Com- 
mittee may  also  be  interested  in  this  article  because  it  calls  into  question  a  pre- 
vailing belief  that  by  increasing  deductibles  you  necessarily  decrease  the  total 
■cost  of  a  program.  (We  must  beware  of  considering  only  direct,  immediately 
visible  costs  or  benefits,  and  ignoring  such  as  are  indirect  or  not  immediately 
visible. ) 

The  Senate  Subcommittee  on  Reorganization  and  International  Organizations 
of  the  Government  Operations  Committee  (87th  Cong.,  1st  sess.,  1961),  under 
the  chairmanship  of  Hubert  H.  Humphrey,  issued  Senate  Report  No.  142,  calling 
for  a  study  of  the  "overall  costs  to  society  of  disease  and  disability."  This  has 
hardly  been  noticed,  although  the  Public  Health  Service  may  be  credited  mth 
taking  it  as  a  cue  for  further  study.  This  report  recommends  a  couple  of  studies, 
"Economic  Costs  of  Disease  and  Injury,"  by  Selma  Mushkin  and  Francis  d'A. 
Collings ;  and  "Does  Better  Health  Pay?"  by  Burton  A.  Weisbrod  (in  Public 
Health  Reports,  September  1959  and  June  1960,  respectively).  To  these  should 
he  added  "Toward  a  Definition  of  Health  Economics,"  by  Selma  Mushkin  (in 
Public  Health  Reports,  September  1958). 

The  Federal  Budget  of  1965  for  the  first  time  had  comprehensive  figures  on 
health  expenditures.  This  is  more  than  can  be  said  for  education,  for  example. 
Yet  the  Council  of  Economic  Advisers,  in  chapter  4,  on  "the  economic  aspects  of 
the  Great  Society,"  of  its  report  to  the  President  has  a  good  section  on  education, 
but  that  on  health  is  anemic. 

I  bring  these  references  to  the  attention  of  your  committee  because  they  pro- 
vide necessary  economic  concepts  for  judging  the  performance  of  any  measure 
in  the  field  of  improving  health  care  you  may  adopt.    I  request  permission  to 
have  this  letter  put  into  the  record  of  your  hearings  on  H.R.  6675. 
Y^ours  sincerely, 

Sidney  Koretz. 
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Pan  American  World  Airways, 

Washinffton,  D.C.,  May  6, 1965. 

Hon.  Harry  F.  Byrd, 

Old  Senate  Office  Building,  Washington,  D.G. 

Dear  Senator  Byrd  :  Section  303  of  the  medicare  bill  is  being  rushed  through 
Congress  without  public  hearings  and  with  utter  disregard  for  its  disruptive 
effect  on  other  programs.  For  this  and  the  several  following  reasons  we  urge 
you  to  eliminate  this  section  from  the  medicare  bill. 

Section  303  will  double  social  security's  duplication  of  workmen's  compensa- 
tion and  other  social  insurance  programs  which  would  seriously  hamper  efforts 
to  rehabilitate  injured  employees  and  return  them  to  work. 

Further  encroachment  by  social  security  threatens  to  destroy  workmen's  com- 
pensation, resulting  in  the  major  impetus  for  job  safety  being  eliminated ; 
destroying  the  financial  incentives  for  rehabilitating  and  returning  the  disabled 
to  self-supporting  status ;  and  leading  employers  to  expect  to  become  liable  for 
lawsuits  charging  employer  negligence,  as  they  were  prior  to  enactment  of  work- 
men's compensation. 

Section  303  will  impose  higher  taxes  on  employers  and  employees  alike. 

The  hasty  and  uncritical  manner  in  which  section  803  would  expand  the  Social 
Security  disability  program  into  fields  already  being  well  served  by  other  pro- 
grams should  be  thwarted. 

In  our  opinion  section  303  should  be  dropped  from  the  Medicare  Bill  until  the 
issues  can  be  adequately  examined  on  their  merits. 
Sincerely, 

Bernard  J.  Welch. 


Ro SWELL.  N.  Mex..  May  1,  1965. 

Senator  Harry  F.  Byrd, 

U.S.  Senate,  Senate  Office  Building, 

Washington,  D.C. 

Dear  Senator  Byrd  :  It  is  my  understanding  your  Senate  Finance  Committee  is 
having  public  hearing  on  HR  6675.  I  would  like  to  give  you  and  your  com- 
mittee my  views  on  this  bill. 

In  spite  of  the  apparent  mandate  by  the  electorate  for  liberal  legislation  I 
cannot  help  but  feel  the  populace  has  not  considered  the  ramifications  of  this 
bill  particularly  as  regards  subsidy  and  control  as  related  to  medical  care. 
Undoubtedly  there  will  be  great  attempts  made  at  broadening  this  already  en- 
veloping legislation.  Government  will  also  attempt  to  fix  prices  for  services 
rendered,  competition  will  be  somewhat  stifled,  excessive  utilization  would  be 
the  order  of  tht'  day,  and  nursing  home  benefits  would  become  astronomical. 
There  would  undoubtedly  be  great  increases  in  Government  subsidy  with  huge 
proportions  being  the  eventual  rule.  This  may  well  aid  increased  inflation 
which  is  already  at  our  door. 

Perhaps  this  would  be  a  good  time  to  voice  my  most  strenuous  objection  to 
inclusion  of  physicians  under  social  security.  I  for  one  have  no  intention  of 
retiring  at  age  65,  provided  the  Lord  allows  me  to  achieve  this  age,  nor  do  I 
wish  to  be  supi>orting  a  program  which  I  feel  is  more  a  tax  rather  than  an 
insurance  program.  My  estate  planning,  though  meager,  has  not  included  this 
outgo  nor  source  of  income.  It  would  be  most  appreciated  if  you  and  your  com- 
mittee would  delete  this  from  the  final  legislation  if  you  approve  it. 

It  may  also  interest  your  committee  to  know  that  I  and  many  other  physicians 
will  not  participate  in  this  program  even  if  it  is  passed  by  Congress.  Perhaps 
it  would  also  be  well  for  your  committee  to  investigate  the  amount  of  govern- 
mental control  which  is  already  instituted  and  certainly  that  which  is  con- 
templated since  the  passage  of  the  bill  on  area  wide  planning.  It  would  appear 
this  is  a  perfect  example  of  a  two-page  bill  passed  by  Congress  which  ends  up 
as  pages  and  pages  of  regulations  and  control  subsequent  to  the  good  wishes 
of  Congress.  It  would  also  appear  this  bill  is  aimed  particularly  at  cutting  out 
competition  which  has  made  our  American  free  enterprise  system  so  succes.sful. 
By  this  cutting  of  competition  I  do  not  feel  you  are  encouraging  thrift  but  en- 
couraging expenditures,  I  would  feel  you  have  no  further  to  look  than  the- 
Veterans'  Administration  for  a  perfect  example  of  this. 
Cordially  yours, 

Howard  L.  Smith,  M.D. 
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coiemox wealth  of  kentucky 

Department  of  Health, 
Frankfort,  Kij.,  May  5, 1965. 

Hon.  Habey  Flood  Byrd. 

Chairman;  Seriate  Finance  Committee,  Senate  Office  Building, 
Washington,  B.C. 

Dear  Senator  Byrd  :  Due  to  the  fact  that  I  have  had  many  years  of  experience  in 
administering  the  medical  aspects  of  Kentucky's  public  medical  care  program 
under  the  provisions  of  the  Public  Assistance  Act,  the  Kerr-Mills  Act,  and  the 
Children's  Bureau  Act.  Senator  Paul  H.  Douglas  of  Illinois  requested  that  I 
present  my  views  to  your  committee  relating  to  the  State  health  department 
being  involved  in  the  medical  care  program  under  title  XIX  of  H.R.  6675. 

I  am  firmly  convinced  that  the  State  health  departments  in  the  50  States  are 
uniquely  equipped  to  administer  the  medical  aspects  of  public  medical  care 
programs.  This  should  be  done  in  cooperation  with  the  social  welfare  agency. 
Without  a  mandatory  clause  in  H.R.  6675  to  this  elfect,  it  will  not  be  done 
except  in  a  few  instances. 

In  Kentucky,  our  legislature  enacted  a  State  law  in  1960  requiring  that  the 
social  welfare  agency  and  the  State  department  of  health  enter  into  a  contract 
for  the  health  department  to  administer  all  medical  aspects  of  the  program. 
This  includes  the  setting  of  standards,  the  determining  of  the  basis  for  payment, 
and  the  approval  of  services  rendered. 

This  program  has  worked  beautifully  in  our  State  and  has  tended  to  elevate 
the  quality  of  medical  care  delivered  to  all  the  citizens  of  our  State.  Our  hos- 
pitals and  nursing  homes  have  made  tremendous  improvements  in  the  quality 
of  services  delivered.  The  vendor  groups  in  our  State  are  well  pleased  with 
the  program  and  we  can  certify  that  the  eligible  recipients  are  receiving  the 
highest  quality  medical  care  available. 

In  1963.  I  was  a  member  of  a  group  of  State  health  commissions  who  drafted 
a  statement  on  the  role  of  State  health  departments  in  public  medical  care  pro- 
grams. This  statement  was  adopted  unanimously  by  the  Association  of  State 
and  Territorial  Health  Officers  in  October  1963.  I  am  enclosing  this  statement 
for  the  record  of  your  committee. 

I  respectfully  request  that  your  committee  give  consideration  to  an  amend- 
ment to  H.R.  6675  which  would  require  the  State  health  departments  to  partici- 
pate in  administering  the  medical  aspects  of  the  Social  Security  Act. 

With  best  wishes.  I  am. 
Respectfully  yours, 

Russell  E.  Teague,  M.D.. 
Commissioner,  Kentucky  State  Department  of  Health. 

Enclosure : 

Submitted  By  Russel  E.  Teague.  M.D..  M.P.H.,  Commissioner  of 
Health  of  Kentucky 

THE  ROLE  OF  STATE  HEALTH  DEPARTMENTS  IN  MEDICAL  CARE 

A  sw.all  group  of  State  health  officers,  concerned  ivith  current  and  future 
prohleyns  in  m.^dieai  care,  requested  the  assistance  of  the  Division  of  Community 
Health  Services.  Public  Health  Service,  in  developing  a  statement  on  the  role 
of  State  health  departments  in  medical  care.  This  statement,  presented  to  the 
Association  of  State  and  Territorial  Health  Officers  l)y  its  Co^nmittee  on.  Health 
Services  Adrninistration,  chaired  hy  Dr.  Franklin  D.  Yoder  of  Illinois,  was  ap- 
proi^ed  dy  the  Association  at  its  Octoter  196S  fneetifig  icith  the  following 
resolutions: 

The  Association  recommends  the  following  .statement  to  its  members  as  a  use- 
ful description-  of  the  role  of  State  health  departments  in  medical  care,  and  as 
a  guide  in  determining  what  State  health  departments  can  accomplish  in  assum- 
ing their  proper  role  in  medical  care  administration  and  in  the  cooperative  de- 
velopment of  facilities  and  services  with  all  professional,  official,  and,  voluntary 
agencies  concerned. 
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Statement 
introduction 

Definition 

Medical  care,  in  a  generic  sense,  refers  to  the  organization  and  administration 
of  personal  health  services.  It  encompasses  the  system  of  arrangements  and 
institutions  through  which  health  services  of  a  personal  nature  are  produced 
and  delivered  to  the  population. 

Patterns 

The  changing  patterns  of  medical  care  and  the  technological,  social,  economic, 
and  political  trends  which  have  influenced  its  evolution  are  well  documented. 
In  brief,  some  of  these  factors  are  : 

1.  Increasing  technical  capacity  to  prevent  disease  and  to  provide  effective 
medical  diagnosis,  treatment,  and  rehabilitation. 

2.  Increasing  specialization  of  health  personnel  and  facilities. 

3.  Increasing  size  and  mobility  of  the  population  and  changing  age  composi- 
tion, as  well  as  changing  morbidity  and  mortality  patterns  with  increasing  em- 
phasis on  the  chronic  diseases. 

4.  Increasing  costs  of  medical  care  ;  expanding  economic  capacity  of  the  Nation 
collectively  and  individually ;  and  progressive  removal  of  economic  barriers  to 
the  receipt  of  medical  care. 

5.  Increasing  involvement  of  voluntary  and  ofiScial  agencies  in  financing  the 
availability  of  facilities,  personnel,  research,  and  organization  of  health  services. 

Prohlems 

The  principal  problems  in  medical  care  include  the  following : 

1.  An  increasing  fragmentation  in  delivery  of  services ;  artificial  separations 
between  preventive  and  curative  services ;  and  depersonalization  of  the  patient 
through  categorical  disease  emphasis  and  medical  specialization. 

2.  A  lack  of  comprehensiveness  and  continuity  in  patient  care  resulting  from 
the  fragmentation  and  depersonalization  of  services. 

3.  The  maldistribution  of  health  services  and  facilities,  and  shortages  of  pro- 
fessional and  technical  personnel. 

4.  The  absence  of  a  defined  locus  of  responsibility  for  medical  care,  which 
would  be  responsive  to  the  needs  and  problems,  capable  of  achieving  solutions, 
and  publicly  accountable  for  the  results. 

Governmental  responsiMlities 

Official  agency  responsibility  for  health  services  to  the  public  does  not  rest 
exclusively  in  health  departments.  A  number  of  governmental  units  at  Federal, 
State,  and  local  levels  have  some  responsibility  for  insuring  that  the  environ- 
mental, social,  emotional,  and  biological  health  of  the  population  is  improved  or 
maintained.  Some  of  these  other  agencies  have  primary  responsibilities  for 
categorical  health  programs,  for  example,  autonomous  mental  health  agencies 
or  Hill-Burton  agencies.  Others  include  health  in  addition  to  their  primary 
responsibilities,  for  example,  departments  of  education  or  welfare. 

Only  the  official  health  departments,  however,  have  primary  responsibility  for 
the  general  health  of  all  the  people.  To  the  extent  that  personal  health  services 
are  less  than  adequate  for  any  of  the  people,  to  that  extent  medical  care  is  im- 
portant to  us  as  State  health  officers. 

PEINCIPLES 

The  basic  principles  which  should  guide  the  role  and  function  of  State  health 
departments  in  medical  care  include  the  following  : 

Goal 

The  goal  of  medical  care  is  the  provision  of  a  continuum  of  high  quality, 
comprehensive  health  services,  ranging  from  primary  prevention  through  re- 
habilitation, which  would  be  available  to  each  individual  when  and  where  he 
needs  them,  and  without  regard  to  race,  color,  creed,  residence,  or  economic 
status,  with  those  able  to  pay  for  medical  treatment  services  being  expected  to 
do  so. 

Leadership 

The  achievement  of  this  goal  will  require  the  dynamic  interaction  of  private 
and  public  organizations  and  individuals  at  all  levels  of  responsibility.  Creative, 
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professional,  and  responsible  leadership  in  this  endeavor  is  a  prime  requisite. 
Official  health  agencies  should  be  prepared  to  assume  a  leadership  role  in 
mobilizing  and  coordinating  all  resources  to  improve  the  quality,  availability, 
organization,  and  distribution  of  health  services  for  the  population  as  a  whole. 

Relationsli  ips 

We  must  strive  for  the  establishment  of  effective  relationships  among  private 
and  public  organizations  at  local.  State,  and  Federal  levels,  as  well  as  at  each 
level  among  the  various  units  concerned  with  medical  care.  Such  relationships 
should  insure  that  each  unit  fully  utilizes  its  skills,  experience,  and  resources  to 
strengthen  the  medical  care  system  and  contribute  to,  but  not  dominate  or 
fragment,  the  direction  or  growth  of  health  services.  This  should  promote  the 
movement  of  program  activity  and  achievement  to  that  level  of  responsibility 
which  assures  the  most  effective  services,  while  maintaining  an  appropriate  de- 
gree of  central  leadership,  consulation,  and  coordination. 

Flexibility 

The  State  health  department  role  and  function  should  insure  that  the  initia- 
tive for  planning  personal  health  services  arises  from  within  the  States  and 
their  various  communities  in  order  that  variations  in  existing  authority,  re- 
sponsibility, and  capability  will  be  considered  in  appropriate  relation  to  local 
needs,  resources,  and  attitudes. 

Priorities 

In  establishing  priorities,  we  should  endeavor  to  achieve  an  integrated  bal- 
ance among  the  substantive  areas  of  service,  research,  and  resource  develop- 
ment ;  and  should  be  guided  by  present  circumstances  while  anticipating  future 
progress. 

Mefliods 

The  technical  and  organizational  methods  which  we  develop  for  any  partic- 
ular medical  care  activity  should  utilize  and  apply  the  latest  in  specialized 
knowledge  and  skills  from  the  medical,  social,  economic,  and  behavioral  science 
fields.  The  methods  should,  however,  emphasize  program  requirements  rather 
than  special  interests  of  the  individual  professions  in  order  to  apply  the  gen- 
eralist  approach  necessary  to  achieve  coordination. 

Standards 

The  standards  of  qualitative  and  quantitative  adequacy  which  we  develop  for 
any  medical  care  activity  should  be  defined  professionally,  implemented  realis- 
tically, and  evaluated  objectively. 

FUXCTIOXS 

State  health  departments  have  some  general  responsibility  for  seven  principal 
functions  related  to  medical  care.  The  scope  and  type  of  our  specific  activities 
will  vary  among  and  within  the  States,  depending  upon  variations  in  legal  au- 
thority, organizational  capacity,  and  historical  precedents.  However,  we  all 
have  some  degree  of  responsibility  and  capability  for  performance  in  each  of 
the  seven  broad  functional  categories.  As  new  legislation  and  administrative 
decisions  create  the  authority  for  expanded  medical  care  programs  and  activities, 
we  will  be  able  to  use  our  existing  functional  capacities  as  the  basis  for  as- 
suming added  responsibilities. 

The  following  outline  describes  the  general  functions,  and  gives  examples  of 
activities  which  some  State  health  departments  are  now  or  are  capable  of  per- 
forming in  each  category. 

Planning  and  coordination. — The  planning  function  requires  :  (1)  The  explora- 
tion of  present  needs  ;  (2)  their  projection  to  the  future  :  and  (3)  the  assessment 
of  capabilities  and  requirements  to  meet  the  obligations  through  the  most  effective 
use  of  scarce  resources.  The  coordination  function  is  an  essential  and  vital  part 
of  planning,  especially  because  a  multiplicity  of  specialized  skills  is  involved 
within  an  agency,  as  well  as  among  the  numerous  agencies  with  which  the  health 
department  relates.  Achievement  of  the  goal  of  comprehensive,  continuous  medi- 
cal care  demands  a  high  degree  of  coordinated  planning,  for  which  we  as  State 
health  ofiicers  can  provide  leadership. 

Within  the  health  department  itself,  annual  and  long-range  planning  of  all 
activities  serves  to  integrate  medical  care  functions  and  to  coordinate  these 
functions  with  others  of  the  agency.    Because  categorical  grant  programs  tend 
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to  fragment  medical  care  activities,  some  State  health  departments  are  de- 
veloping an  organizational  structure  with  single  lines  of  authority  and  ad- 
ministration which  facilitiates  the  integration  of  programs.  In  some  instances, 
this  is  accomplished  by  delegating  medical  care  responsibilities  to  a  single  unit 
whose  chief  is  directly  responsibility  to  the  department's  director ;  in  other  cases, 
a  deputy  director  is  assigned  to  coordinate  the  medical  care  activities  performed 
by  several  departmental  units. 

In  either  case,  when  the  internal  structure  of  the  State  health  department  de- 
fines a  single  locus  of  responsibility  for  medical  care,  the  development  of  effective 
relationships  with  other  governmental  and  nongovernmental  agencies  is  greatly 
facilitated.  AVe  as  State  health  officers  are  then  better  able  to  provide  creative 
leadership  for  the  coordination  of  all  aspects  of  medical  care  within  our  State 
and  with  adjacent  States  and  Federal  programs. 

Collection,  interpretation,  and  dissemination  of  information. — Adequate  and 
current  information  is  essential  for  effective  planning.  Virtually  all  State  health 
departments  are  concerned  with  the  collection  of  vital  statistics,  morbidity- 
mortality  data,  and  other  demographic  information.  When  we  analyze  and 
interpret  this  information,  it  can  serve  as  a  basis  for  defining  the  population  to 
be  served  and  describing  its  needs.  We  perform  a  valuable  service  by  extend- 
ing these  activities  to  the  collection,  analysis,  and  interpretation  of  data  on  the 
utilization  of  various  kinds  of  medical  care,  their  costs  and  financing,  and  the 
availability  and  distribution  of  manpower,  facilities,  and  services.  Statistical 
data  may  be  supplemented  with  descriptions  or  case  reports  of  actual  programs 
which  demonstrate  how  certain  functions  are  being  performed  in  particular 
situations. 

Through  the  communication  of  this  information,  the  health  department  per- 
forms a  vital  medical  care  function  both  for  its  own  programs  as  well  as  those  of 
other  agencies.  In  some  instances,  the  State  health  department  may  be  the 
only  source  and  channel  for  this  information.  By  serving  as  such  a  medical 
,<?are  communications  center,  we  can  coordinate  data  from  various  sources  and 
thus  obviate  the  necessity  for  expensive  duplication  of  efforts. 

Research  and  evaluation. — The  epidemiologic  skills  of  health  departments  are 
B.  valuable  and  necessary  resource  for  conducting  research  and  evaluation  in 
medical  care.  They  provide  a  basis  for  identifying  the  cause  and  effect  rela- 
tionships among  the  human,  technical,  and  institutional  factors  which  influence 
our  patterns  of  medical  care.  These  skills  can  be  applied  to  the  problems  of 
•evaluating  the  capacity  of  a  system  for  providing  services,  the  quality  of  per- 
formance in  a  program,  and  the  effectiveness  of  the  medical  care  provided. 

The  multiple  professional  and  technical  skills  which  we  have  available  in  our 
departments  are  well  suited  for  the  interdisciplinary  approaches  necessary  for 
program  evaluation,  studies  and  demonstrations  of  new  methods  for  providing 
services,  and  research  efforts  which  can  provide  new  knowledge  in  the  organiza- 
tion, financing,  and  delivery  of  services. 

State  health  departments  may  conduct,  participate  in,  and  stimulate  research 
by  others  to  find  answers  to  such  questions  as :  How  do  people  move  through 
the  medical  care  system?  How  do  people  go  about  seeking  appropriate  care? 
How  does  coordination  of  activities  affect  patient  movement?  What  is  the  in- 
fluence of  health  education  and  other  channels  of  information  on  the  use  of 
medical  care?  How  can  the  quality  of  care  be  measured?  How  can  scientific 
advances  best  be  translated  into  practice? 

Consultation. — As  State  health  officers,  we  have  been  charged  with  the  legal 
responsibility  for  maintaining  and  improving  the  public's  health.  Communities, 
other  governmental  and  nongovernmental  agencies,  and  individuals  seeking  or 
needing  guidance  in  health  matters  look  to,  or  should  be  able  to  look  to,  our 
departments  for  the  trained  and  qualified  personnel  capable  of  providing  pro- 
fessional and  technical  consultation.  Welfare  departments,  vocational  rehabili- 
tation agencies,  workmen's  compensation  commissions,  and  others  frequently  turn 
to  our  departments  for  advice  and  consultation  in  the  development,  organization, 
and  evaluation  of  their  medical  care  programs.  In  some  States,  for  example, 
the  health  department  advises  these  agencies  on  equitable  reimbursement  rates 
for  providers  of  service ;  or  it  may  develop  medically  sound  guides  for  evaluation 
of  quality  of  medical  care  purchased  ;  or  it  may  advise  on  or  certify  the  providers 
of  services  participating  in  the  program.  In  some  cases,  we  find  it  possible  to 
loan  professional  or  technical  personnel  to  other  agencies  or  communities  when 
they  require  consultative  services  on  a  more  continuing  basis. 
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Some  State  health  departments  provide  consultation  to  individual  hospitals, 
nursing  homes,  or  other  community  health  service  programs  to  assist  them  in 
developing  needed  services,  improving  fiscal  or  administrative  procedures,  or 
generally  improving  standards  to  a  level  which  would  enable  the  institution  to 
qualify  for  licensure  or  other  purposes.  Guides  and  manuals  which  set  forth 
uniform  methods  and  procedures  for  various  services,  for  organization  and 
administration,  personnel  management,  cost  accounting,  and  so  forth,  are  also 
valuable  tools. 

Resource  developments. — State  health  departments  are  increasingly  concerned 
with  the  development  of  manpower  and  facility  resources  for  medical  care. 
Scarcity  of  these  resources  demands  the  most  effective  use  of  those  available,  as 
well  as  continuing  efforts  to  improve  the  quantity  and  quality  of  their  supply. 

Some  departments  provide  scholarships  or  training  grants  for  i>ostgraduate 
short-  and  long-term  education  in  medical  care  administration.  Others  provide 
residency  training  in  preventive  medicine  and  community  health  for  physicians 
and  field  training  experiences  for  medical  and  nonmedical  administrators.  In- 
service  training  is  also  used  to  retrain  or  advance  the  capacities  of  health  depart- 
ment personnel  in  this  field.  Increasingly,  we  are  assuming  the  responsibility  for 
conducting  seminars  or  workshops  for  the  medical  care  personnel  of  other  gov- 
ernmental and  nongovernmental  agencies.  Institutes  for  administrators  of 
nursing  homes,  home  care  agencies,  and  other  community  health  services  are 
also  presented. 

Administration  of  the  hospital  and  medical  facilities  survey  and  construction 
program  is  a  responsibility  of  the  health  department  in  most  States.  When  this 
program  is  coordinated  with  activities  of  voluntary  hospital  planning  associations, 
community  health  and  welfare  councils,  and  other  agencies,  we  have  an  effective 
mechanism  for  developing  needed  resources  and  achieving  a  rational  allocation 
and  organization  of  scarce  facilities  and  services. 

Development  and  maintenance  of  standards. — State  health  departments  are 
vitally  concerned  with  functions  to  insure  that  the  health  services  provided  the 
population  meet  at  least  a  minimum  standard  of  quality.  We  have  responsibility 
for  developing  and  maintaining  standards  for  the  quality  of  medical  care  provided 
or  purchased  by  our  own  programs.  In  some  instances,  the  standards  we  develop 
and  maintain  may  be  accepted  as  the  basis  for  participation  by  providers  of  serv- 
[  ice  in  welfare  department,  rehabilitation,  Blue  Cross,  and  other  programs.  When 
such  a  situation  exists,  expensive  duplication  of  efforts  is  avoided  and  the  pro- 
I  viders  of  services  are  spared  inconvenience  and  conflicting  requirements  of 
multiple  inspections  for  identical  purposes. 

The  majority  of  State  health  departments  have  responsibility  for  examination, 
inspection,  and  licensing  of  health  facilities ;  some  also  are  responsible  for  licen- 
,  sing  health  professional  personnel.  In  some  States,  we  extend  these  functions 
!  to  other  community  health  services,  such  as  laboratories,  home  care  programs, 
j  and  ambulatory  services.  In  at  least  one  State,  the  health  department  has  been 
'    given  repsonsibility  to  undertake  confidential  medical  audits  to  determine  the 

^  quality  and  availability  of  medical  care  in  the  State. 
!       Provision  of  services. — The  scope  and  type  of  State  health  department  activity 
I    in  providing  or  purchasing  direct  personal  health  services  varies  widely  among 
I    and  within  the  States. 

\       ,The  equalizing  role  of  State  health  departments  is  recognized  in  some  States 
'    through  their  financing,  in  whole  or  in  part,  the  services  and  medical  care  pro- 
grams of  local  health  units.    Direct  personal  health  services  are  provided  to 
j    special  population  groups,  as  in  maternal  and  child  health  programs,  crippled 
i    children's  programs,  and  school  health  programs.    Some  health  departments  pro- 
vide services  for  persons  with  special  diseases,  such  as  venereal  diseases,  tuber- 
culosis, mental  illness,  or  other  chronic  diseases.    State  formula  grants,  Hill- 
,    Burton  grants,  and  categorical  grants  subsidize  such  medical  care  activities  for 
,    the  population  in  general  as  areawide  planning,  hospital  construction,  multiple 
screening  programs,  specialized  laboratory  or  diagnostic  services,  home  care 
I    services,  and  others. 

In  those  States  where  the  crippled  children's  service  program  is  administered 
by  the  health  department,  it  may  have  a  direct  concern  in  providing  care  as  well 
as  in  purchasing  medical  care  from  those  providers  which  meet  the  federally 
prescribed  criteria  for  participation  in  the  program.  In  a  few  States,  health 
departments  administer  the  public  assistance  medical  care  programs  under  con- 
tract with  welfare  departments  and  thus  have  either  direct  or  indirect  respon- 
sibilities in  the  purchase  of  personal  health  services  for  indigent  and  medically 
indigent  persons. 

47-140— 65— pt.  2  39 
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CONCLUSIONS  AND  EECOMMENDATIONS 

The  goal  of  medical  care  is  based  upon  a  dynamic  concept  which  will  change  and 
adapt  with  new  knowledge,  methods,  and  techniques.  Achievement  of  the  goal 
in  any  one  place  or  time  is  predicated  upon  social,  economic,  and  political  forces 
which,  in  a  democratic  society,  are  shaped  and  given  direction  by  the  people. 
The  people,  however,  must  depend  upon  an  enlighted  and  competent  leadership 
to  inform  them  of  alternatives,  to  guide  their  choice,  and  to  implement  their  deci- 
sions. They  expect,  and  have  a  right  to  expect,  that  leadership  in  medical  care 
will  come  from  the  official  agency  which  has  responsibility  for  the  general  health 
of  all  the  population. 

Whatever  the  amount  and  source  of  funds  the  Nation  collectively  or  individ- 
ually allocates  to  medical  care,  problems  of  organization,  distribution,  quality, 
and  administration  of  personal  health  services  will  remain  to  be  solved.  We  in 
State  health  departments  should  accept  our  responsibilities  for  leadership  in 
achieving  solutions  to  these  problems,  using  to  the  fullest  extent  our  existing 
and  potential  resources  and  establishing  close  and  effective  working  relationships 
with  other  governmental  and  nongovernmental  agencies  and  individuals  at  local, 
State,  and  Federal  levels. 


Ohio  State  Medical  Association, 

Columbus,  Ohio,  May  7,  1965. 

Senator  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Seriate,  Washington,  B.C. 

Dear  Senator  Byrd  :  In  conjunction  with  the  Senate  Finance  Committee  hear- 
ings on  House  Resolution  6675,  I  respectfully  submit  to  you  for  your  considera- 
tion as  chairman  of  that  committee,  and  for  the  committee  as  a  whole,  informa- 
tion pertaining  to  H.R.  6675. 

The  purpose  of  this  statement  is  to  provide  you  and  your  committee  with 

(1)  the  position  of  the  Ohio  State  Medical  Association  regarding  H.R.  6675  and 

(2)  some  pertinent  facts  regarding  the  important  work  being  done  in  the  State 
of  Ohio  to  cope  successfully  with  the  health  problems  and  other  problems  of 
our  senior  citizens. 

The  Ohio  State  Medical  Association  has  consistently  supported  sound  pro- 
grams, public  and  private,  that  are  helping  to  alleviate  these  problems. 

This  association  consistently  has  opposed  enactment  of  any  plan  or  scheme 
of  Government-controlled,  eompulsoi-y  health  care.  H.R.  6675,  if  enacted,  would 
create  a  Government-controlled,  compulsory  program. 

Proof  that  a  large  majority  supports  medicine's  position  on  this  issue  is  found 
in  a  survey  conducted  by  Opinion  Research  Corp..  Princeton,  N.J.,  March  6  to  21, 
1965,  which  showed  74  percent  supporting  medicine's  position,  14  percent  sup- 
X)ortiiig  medicare  and  12  percent  having  no  opinion. 

REASONS  FOR  OPPOSING  H.R.  6675 

This  association  is  opposed  to  H.R.  6675  because  such  legislation — 

(1)  is  a  $6  billion-plus  bill  written  entirely  in  executive  session  and  rec- 
ommended for  passage  without  giving  the  American  people  their  democratic 
right  of  speaking  out  before  the  House  Ways  and  Means  Committee  in  free  \ 
and  open  public  hearing  ;  i 

(2)  is  totally  unnecessary  and  would  become  increasingly  costly;  \ 

(3)  would  not  meet  the  fundamental  needs  of  the  situation  :  namely,  it 
would  not  provide  the  comprehensive  program  to  meet  the  needs  of  our 
senior  citizens  who  need  help  ; 

(4)  would,  by  making  the  Federal  Government  a  direct  purchaser  of 
services,  destroy  the  fundamental  and  important  concept  of  providing  social 
security  dollars  to  beneficiaries  ; 

(5)  would  lead  inevitably  and  irrevocably  to  a  system  of  compulsory 
health  care  for  the  entire  population  ; 

(6)  would  lead  to  the  eventual  destruction  of  private  and  voluntary 
hospital  and  medical  insurance  plans  ; 

(7)  would  force  into  hospitals  patients  who  otherwise  could  be  treated 

on  an  ambulatory  basis  ;  i 

( 8 )  would  enlarge  an  already  huge  Federal  bureaucracy  ; 
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(9)  would  work  additional  and  unnecessary  hardship  on  young  family 
heads  by  increasing  the  already  heavy  taxes  on  their  incomes  at  the  time 
when  their  family  needs  are  greatest ;  and 

(10)  would  endanger  existing  and  necessary  welfare  programs  since  a 
social  security  program  would  likely  influence  Federal,  State,  and  local 
governments  toward  reducing  appropriations  to  finance  programs  now  in 
operation. 

INROADS  INTO  FAMILY  INCOME  TEEMENDOUS 

The  inroads  into  the  family  income  made  by  the  tremendous  social  security 
tax  increase  provided  in  H.R.  6675  would  be  tremendous,  and  would  be  cata- 
strophic for  some  families. 

The  taxes  deducted  from  the  worker's  pay  check  would  represent  what  he 
spends  in  4  months  for  food  prepared  at  home  for  his  family ;  what  he  spends 
in  8  months  for  clothing  for  his  family. 

The  self-employed  person  would  be  taxed  an  amount  representing  6  months 
of  expenditures  for  food  prepared  at  home  and  11  months  of  expenditures  for 
clothing. 

This  can  be  verified  by  projecting  spending  figures  printed  in  the  December, 
1964,  issue  of  Monthly  Labor  Review,  U.S.  Department  of  Labor,  "Contrasts  in 
Spending  by  Urban  Families." 

It  is  brutally  socialistic  to  seize  outright  this  much  of  a  family  head's  income 
to  attempt  to  finance  a  program  that  benefits  the  retired  millionaire  as  much 
as  the  deserving  needy,  a  program  that  completely  disregards  the  sound  and 
proper  philosophy  of  helping  those  who  need  help. 

Pius  XI  wrote  in  Quadregsismo  Anno,  "It  is  a  fundamental  principle  of  social 
philosophy,  fixed  and  unchangeable,  that  one  should  not  withdraw  from  individ- 
uals and  commit  to  the  community  what  they  can  accomplish  by  their  own 
enterprise  and  industry.  So,  too,  it  is  an  injustice  and  at  the  same  time  a  grave 
evil  and  a  disturbance  of  right  order  to  transfer  to  the  larger  and  higher  collec- 
tivity functions  which  can  be  performed  and  provided  by  lesser  and  subordinate 
bodies.  Inasmuch  as  every  social  activity  should,  by  its  very  nature,  prove  a 
help  to  members  of  the  body  social,  it  should  never  destroy  or  absorb  them." 

The  program  advocated  by  the  medical  profession  leaves  to  the  individual 
the  provision  of  care  for  himself  and  his  family  if  he  is  able  to  provide  such 
care.  Also,  it  provides  for  the  person  needing  help  the  program  necessary  to 
meet  his  needs. 

DANGEROUS  TO  IGNORE  ECONOMIC  EFFECTS  OF  TAX  INCREASE 

The  overall  economic  effects  of  the  huge  tax  increase  that  would  be  levied 
by  H.R.  6675  cannot  be  ignored  if  this  Nation  is  to  be  realistic.  The  inherent 
dangers  in  the  diversion  of  more  than  $6  billion  from  present  channels,  particu- 
larly from  the  income  of  the  worker  and  management,  are  considerable. 

The  economic  impact  of  this  proposal  in  Ohio,  for  example,  based  on  Depart- 
ment of  Commerce  and  U.S.  Census  Bureau  statistics,  would  result  in  additional 
taxes  on  employee  and  employer  combined  amounting  to  .$311,600,000  in  1966, 
increasing  to  $376,300,000  in  1967,  increasing  to  $747,300,000  in  1971,  increasing 
to  $992,600,000  in  1973,  increasing  to  $1,010,100,000  in  1974,  increasing  to  $1,190,- 
300.000  in  1980.  increasing  jbo  $1,394,400,000  in  1987,  with  continuous  increases 
in  the  intervening  years. 

These  amounts  are  in  addition  to  the  present  social  security  taxes.  Also, 
these  amounts  do  not  include  taxes  that  would  be  paid  by  the  self-employed. 

Another  pertinent  iK)int  is  that  these  direct  taxes  must  come  from  income  the 
wage  earner  and  self-employed  now  use  to  meet  day-to-day  living  and  family 
expenses.  The  taxes  also  must  come  from  income  the  employer,  large  or  small, 
needs  to  maintain  and  improve  his  business  in  order  to  survive  in  today's  highly 
competitive  market. 

These  figures  do  not  take  into  consideration  any  increases  in  the  tax  rate 
that  may  be  necessary  to  meet  cost  spirals  in  the  future.  History  affords  us  the 
opportunity  of  studying  the  past  to  avoid  mistakes  in  the  future.  All  one  need 
do  is  to  study  the  experiences  of  our  Canadian  neighbors  to  realize  that  this  bill 
would  be  a  tragic  economic  mistake,  notwithstanding  the  social  and  philosophi- 
cal mistakes  it  would  create.  I  respectfully  call  to  your  attention  the  attached 
exhibit  A,  which  affords  historic  fact  as  to  the  future  dangers  this  bill  would 
create. 
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This  Nation's  social  security  system  was  initiated  as  a  means  of  levying  a 
small  tax  in  order  to  provide  our  citizens  with  a  base  on  which  to  build  their 
retirement.  It  was  not  conceived  and  cannot  be  realistically  conceived  as  a  full 
retirement  program  or  a  program  offering  services  as  well  as  funds. 

The  past  increases  in  the  social  security  tax  rate,  coupled  with  the  multiple 
and  tremendous  increases  provided  in  H.R.  6675,  threaten  to  create  an  over- 
whelming tax  burden  against  which  the  American  people  might  well  revolt. 

It  is  the  opinion  of  the  Ohio  State  Medical  Association  that  our  extremely 
important  social  security  system  must  be  maintained  and  financially  stabilized 
on  its  present  basis,  rather  than  be  subject  to  unnecessary  and  dangerous  ex- 
ploitation that  could  threaten  the  entire  system. 

Again  pointing  out  that  history  enables  us  to  study  the  past  as  a  means  of 
avoiding  mistakes  in  the  future,  I  respectfully  call  to  your  attention  the  attached 
exhibit  B,  which  reflects  past  increases  in  both  the  tax  rate  and  base  as  well 
as  the  many  future  increases  provided  by  H.R.  6675. 

HELPING  THOSE  NEEDING  HELP 

The  citizens  of  Ohio  believe  in  helping  their  senior  citizens  who  need  help. 
This  belief  was  demonstrated  18  months  before  the  social  security  system  came 
into  existence  when  the  people  of  Ohio  voted,  as  the  result  of  an  initiative 
petition,  to  establish  the  Ohio  aid  for  the  aged  program.  This  program  is  and 
always  has  been  wholeheartedly  supported  by  the  medical  profession.  I  re- 
spectfully call  to  your  attention  the  attached  exhibit  O,  which  discusses  the 
Ohio  program  in  detail. 

The  present  Ohio  program,  administered  and  partially  financed  by  the  State, 
deserves  further  commendation  because  it — 

(1)  provides  comprehensive  care  based  on  proven  needs  and  local 
determination ; 

(2)  provides  a  voluntary,  not  compulsory,  mechanism  to  supplement, 
not  supplant,  individual  voluntary  health  insurance  and  prepayment  plans  ; 

(3  is  a  "hometown"  program  administered  on  a  local  basis; 

(4)  is  considerably  more  economical,  more  sound  and  more  feasible  than 
H.R. 6675 ; 

(5)  preserves  the  physician-patient  relationship  ; 

(6)  does  not  detract  from  the  high  quality  of  medical  services  through 
third  party  interference  and  reg-ulation ;  and 

(7)  helps  those  senior  citizens  who  need  help,  rather  than  helping  the 
wealthy  equally  as  much  as  the  needy. 

The  medical  profession  readily  recognizes  that  a  problem  exists  in  this  field. 
However,  considering  the  number  of  senior  citizens  still  productively  employed 
or  self-employed,  plus  those  already  covered  by  nongovernmental  health  insur- 
ance, plus  those  who  prefer  to  finance  their  own  health  care  through  their  own 
private  resources,  one  cannot  logically  conclude  that  a  huge  vacuum  exists  in 
health  care  of  the  aged.  The  facts  speak  for  themselves. 

POSITIVE  PKOGRAM  FOK  THE  AGING 

Fully  aware  that  the  medical  profession  has  a  major  responsibility  in  this 
field,  the  Ohio  State  Medical  Association  uses  as  a  guide  the  following  positive 
program : 

1.  Stimulation  of  a  realistic  attitude  toward  aging  by  all  people. 

2.  Greater  emphasis  on  health  maintenance,  preventative,  restorative  and 
rehabilitative  services. 

3.  Accelerate  the  already  expanding  and  effective  methods  of  financing  health 
care  of  the  aged  through  voluntary,  nonoflBcial  programs  and  existing  programs 
administered  on  a  State  and  local  basis. 

4.  Improvement  of  medical  and  related  facilities  for  older  people,  and  expan- 
sion of  training  programs  to  provide  additional  skilled  personnel  to  staff  such 
facilities. 

5.  More  emphasis  on  research  to  help  provide  solutions  for  the  health  and 
socioeconomic  problems  of  the  aging. 

6.  Stimulation  of  cooperative  community  programs  for  the  aging. 
American  medicine  and  private  enterprise  are  making  great  strides  toward 

these  goals,  once  again  proving  that  H.R.  6675  is  completely  imnecessary. 
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COMMITTEE  ON  CARE  OF  THE  AGED 

This  association  long  has  had  an  active  committee  on  care  of  the  aged.  Many 
of  the  88  county  medical  societies  in  Ohio  have  similar  committees.  The  state- 
wide committee  devotes  its  activities  to — 

1.  consultation  with  other  organizations  regarding  their  activities  in- 
volving the  aging ; 

2.  liaison  with  such  groups  and,  when  requested,  advice  on  the  medical 
aspects  of  their  programs  ; 

3.  cooperation  with  other  organizations,  governmental  and  private,  in 
improving  health  services  and  facilities ; 

4.  arousing  the  interests  of  both  phyiscians  and  the  public,  in  under- 
standing the  problems  of  the  aging ;  and 

5.  cooperation  in  exploring  this  entire  area,  including  health,  psycho- 
logical, social  and  economic  aspects. 

As  an  example,  this  committee  prepared,  in  consultation  with  17  official  and 
voluntary  agencies  in  Ohio,  a  comprehensive  home  care  program  which  has 
been  nationally  recognized.  Several  Ohio  cities,  through  the  leadership  of 
their  local  medical  societies,  already  have  established  home  care  programs,  and 
several  others  are  preparing  to  do  so.  This  development  was  a  direct  result 
of  a  resolution  unanimously  passed  by  the  association's  house  of  delegates. 

FTJETHER  EMPHASIS  ENCOURAGED 

This  association  encourages  further  emphasis  in  the  field  of  the  aging  through 
the  following  constructive  programs  : 

1.  Recognize  and  respect  the  aging  as  responsible  individual  citizens  rather 
than  depicting  them  as  a  18-million-member  national  problem  that  should  be 
walled  off  from  society.    H.R.  6675  would  construct  such  a  wall. 

2.  Immediate  abolition  of  the  completely  unrealistic  retirement-at-65  attitude. 
Retirement  at  65  was  developed  by  Bismarck  in  the  past  century  when  the  life 
expectancy  was  far  less  than  65  years,  as  compared  with  the  present  life  ex- 
pectancy of  70  years-plus. 

3.  Recognition  of  the  skills  and  productive  abilities  of  older  workers,  rather 
than  arbitrarily  denying  them  a  productive,  enjoyable  life. 

4.  Much  greater  emphasis  on  mental,  physical  and  financial  preparation  for 
retirement  during  the  productive  years.  Make  retirement  elective,  not 
compulsory. 

5.  Continued  improvement  in  income  tax  laws  to  ease  the  tax  burden  on  the 
low  income  aged  and  those  who  support  them. 

6.  Continuation  of  insurance  on  older  active  workers  under  group  plans, 
and  continuation  of  group  insurance  on  workers  who  retire,  and  their  dependents. 

7.  Continuation,  on  an  individual  basis,  of  coverage  originally  provided  by  group 
insurance,  by  conversion  of  policy  on  retirement. 

8.  Group  policies  for  groups  of  retired  persons. 

9.  Development  of  insurance  policies  that  become  paid  up  at  age  65,  enabling 
the  policyholder  to  provide  for  his  retirement  health  needs  during  his  produc- 
tive years. 

AGE  OP  PREVENTION 

I  cannot  emphasize  too  strongly  the  paramount  factor  underlying  all  these 
programs.  This  factor  is  that  these  programs  are  all  preventive  in  nature. 
This  is  the  age  of  preventive  medicine,  and  the  profession  and  private  enter- 
prise are  taking  the  leadership  by  advocating  these  programs  that  either  fore- 
stall the  development  of  financial  problems  of  the  aging,  or  else  provide  the 
means  for  solution  of  their  problems  once  they  do  develop. 

In  sharp  contrast,  H.R.  6675  merely  offers  a  completely  unsound  device  that 
has  no  preventive  factors.  Further,  it  is  not  an  insurance  system,  but  rather 
is  a  compulsory  payroll  tax  which  undoubtedly  the  revenues  will  be  insufficient 
to  meet  the  demands. 

The  actuarially  proven  deficiencies  of  the  intended  program  alone  make  it  a 
dangerous  and  unstable  venture,  regardless  of  its  many  other  faults. 

In  summary,  there  is  ample  evidence  that — 

1.  the  basic  problems  of  the  aged,  which  are  much  the  same  as  those 
of  any  age  groups,  are  being  steadily  overcome  through  existing  welfare 
programs,  through  voluntary  programs  and  private  enterprise ; 
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2.  more  and  more  emphasis  is  being  placed  on  adjustment  for  the  older 
years,  medically,  economically,  socially  and  financially,  through  better  prepa- 
ration for  retirement  during  the  productive  years  ; 

3.  more  and  more  attention  is  being  given  to  those  concepts  that  enable 
the  senior  citizen  to  maintain  his  own  dignity  and  self-reliance ; 

4.  H.R.  6675  is  an  attempted  hoax  that,  if  enacted,  would  create  far 
more  harm  than  good  :  and 

5.  this  Nation's  Social  Security  System  must  be  preserved.  The  recorded 
fact  is  that  the  several  amendments  to  the  Social  Security  Act  over  the  past 
years  have  added  benefits  to  the  program  that  consistently  have  proved  to  be 
far  more  costly  than  was  anticipated.  This  has  caused  considerable  inroads 
into  the  social  security  reserves.  The  money  benefits  retired  persons  are 
deriving  through  social  security  play  a  tremendous  role  in  the  economic 
well-being  of  this  age  group.  It  would  be  foolhardy  to  place  additional 
jeopardy  on  the  social  security  fund  by  adding  another  deficit  program. 
H.R.  6675  would  be  another  deficit  program. 

The  Ohio  State  Medical  Association  respectifully  requests  that  this  state- 
ment be  presented  to  the  Senate  Finance  Committee  for  inclusion  in  the 
ofliciel  record  of  the  hearings  on  H.R.  6675. 
Thank  you  for  your  courteous  attention. 

Sincerely, 

Robert  E.  Tschantz,  M.D., 
President,  Ohio  ^tate  Medical  Association. 

(Enclosures:  Exhibit  A,  "Federal  Health  Estimates — 300  Percent  Wrong"; 
Exhibit  B,  "Social  Security  Tax  Increases,  Past  and  Proposed"  ;  Exhibit  C,  "Aid 
for  the  Aged  in  Ohio.") 

(Copies  to  members.  Senate  Finance  Committee,  and  Senator  Lausche  and 
Senator  Young. ) 


[Reprinted  from  the  Ohio  State  Meciicai  Journal,  April  1965] 

Aid  for  the  Aged  in  Ohio — How  the  Public  Assistance  Program  Works  in 
This  State  ;  Extent  of  Coverage  ;  Its  Administration,  and  Other  Data 

(By  Clarence  V.  Tittle.  Jr.,  Chief, ^  Division  of  Aid  for  Aged,  Ohio  Department  of 

Public  Welfare) 

The  Ohio  aid  for  the  aged  program  begain  in  1934  v»hen  it  was  enacted  as  a 
result  of  an  initiative  petition  passed  by  a  popular  vote  of  the  people.  It  was 
enacted  into  being  a  year  and  a  half  before  the  original  Federal  Social  Security 
Act. 

The  first  appropriation  for  Ohio's  aid  for  aged  program  was  exclusively  financed 
by  State  funds.  Since  February  1936,  it  has  been  financed  by  State  and  Federal 
funds  on  a  matching  basis.  The  program  is  administered  by  the  division  of  aid 
for  aged,  State  department  of  public  welfare,  and  has  an  oflnce  located  in  each  of 
the  88  county  seats  in  the  State.  It  is  the  only  public  assistance  program  ad- 
ministered by  the  State.  The  1963-64  appropriation  approved  by  the  State 
legislators  for  the  aid  for  aged  program  was  $90  million.  The  appropriation  was 
divided  between  two  major  programs — health  care  and  regular  assistance  pro- 
grams. Twenty  million  dollars  were  allocated  to  health  care  and  .$70  million 
for  the  regular  assistance  program. 

significant  change  in  1056 

While  the  aid  for  aged  program  has,  since  its  beginning,  made  provision  for 
meeting  the  health  care  needs  of  the  aged,  a  most  significant  change  was  made  in 
1956  when  the  legislators  enacted  several  laws  to  expand  the  aid  for  aged  pro- 
gram to  make  possible  the  recognition  of  health  care  as  an  extraordinary  need 
without  a  ceiling  on  payments.  This  permitted  the  division  to  establish  a  health 
care  program  to  meet  the  health  care  needs  of  many  aged  persons  who  have 
the  ability  to  meet  their  daily  living  expenses  for  food,  clothing,  shelter  and 


1  From  an  address  by  Mr.  Tittle  at  the  Ohio  State  Medical  Association  1965  County 
Medical  SocietN-  Officers  Conference.  Columbus,  Feb.  28,  1965. 
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other  items.  Now  there  are  about  4,000  aged  persons  in  this  State  receiving  this 
health  care  assistance  each  month  through  what  we  call  our  medical  only 
program.  Health  care  services  also  are  provided  each  year  to  07,000  to  72,000 
aged  persons  who  are  also  receiving  regular  assistance. 

Many  can  recall  that  prior  to  1956.  allowances  for  health  care  were  included 
in  the 'recipient's  budget,  and  the  total  for  this  item  of  need  could  not  exceed 
.$200  per  year.  Since  then,  there  has  been  no  dollar  limit  on  the  amount  required 
for  necessary  health  care.  There  are  limitations  on  the  amount  that  can  be 
charged  for  various  health  care  services,  and  these  are  determined  by  a  fee 
schedule.  As  you  well  know,  a  wide  array  of  health  care  services  are  available 
to  the  recipients. 

This  briefly  is  an  overview  of  the  development  of  the  health  care  program ; 
but  in  order  to  understand  better  the  importance  of  the  program,  I  would  like 
to  point  out  several  trends  taking  place  in  the  nature  of  aid  for  aged  caseload. 

A  review  of  the  caseload  since  1934  reveals  that  several  trends  are  taking 
place.  The  caseload  of  those  in  need  of  regular  assistance  peaked  up  to  127,106 
persons  in  January,  1950.  and  has  descended  downward  to  78,665  recipients  in 
December  1964.  The  average  age  of  the  applicant  has  gone  up  to  72  years  of 
age,  and  that  for  the  recipient  to  79  years.  It  is  anticipated  that  the  average 
age  of  the  recipient  will  reach  80  years  within  the  near  future.  While  the 
caseload  is  declining,  and  an  older  person  is  being  served,  we  fmd  a  rapid 
increase  in  the  number  of  aged  persons  requiring  assistance  to  meet  many  kinds 
of  health  care  needs. 

AGIXG  POPULATION  IXCPvEASES 

This  can  be  clearly  seen  in  the  very  rapid  increase  in  the  number  of  aged 
persons  requiring  assistance  to  enable  them  to  receive  nursing  home  care.  Be- 
fore 1956,  the  total  number  of  aid  for  aged  recipients  receiving  care  in  nursing 
home  was  less  than  2,500.  Today,  there  are  nearly  12.600  recipients  in  nursing 
care  homes.  Our  experience  indicates  there  will  be  an  annual  increase  of  500 
to  600  aged  persons  needing  financial  assistance  to  permit  them  to  obtain  long 
term  care  in  nursing  care  homes.  Presently,  the  annual  expenditure  of  public 
assistance  funds  for  nursing  home  care  is  $16,800,000.  On  July  1,  1965,  it  will 
reach  $18,300,000  when  the  810  per  month  increases  go  into  eifect.  I  vrill  not 
dwell  on  nursing  home  care  further,  other  than  to  offer  you  assurance  that  we 
are  considering  three  or  four  plans  to  improve  our  program. 

How  large  is  the  health  care  program  ?  A  look  at  the  payments  made  for  health 
care  services  during  the  fiscal  year  ending  June  SO,  1964.  offers  an  insight  into 
its  size  and  the  variety  of  services.  We  linow  from  the  claims  submitted  that 
physicians  offered  their  services  at  least  275,0<30  times  for  which  we  paid 
.$2,624,000.  Our  statisiics  fail  to  show  how  much  of  your  services  you  provided 
without  charge,  or  the  extent  of  services  that  cannot  be  measured  in  any  manner. 
For  other  practitioners,  25.000  claims  were  submitted  for  $120,000  payment.  For 
hospital  care  42,700  claims  were  submitted  which  represented  over  400,000  days 
of  hospital  care.  The  cost  of  this  care  was  $12,753,000.  An  aid  for  aged  recipient 
stays  in  a  hospital  an  average  of  almost  14  days  per  stay.  The  provision  of  drugs 
and  supplies  which  you  prescribe  cost  $4,676,000.  If  you  wonder  why  you  have 
to  wait  for  your  payment,  you  may  appreciate  the  fact  that  over  1.075,000  claims 
were  submitted  for  drug  items  alone. 

Approximately  one  and  a  half  million  claims  for  all  services  were  submitted 
for  payment  during  the  1963-64  fiscal  year.  The  total  cost  for  all  of  the  health 
care  services  was  approximately  820  million  in  that  year.  This  provided  services 
to  67,000  to  72.000  aged  persons  receiving  public  assistance,  in  addition  to  the 
3,500  to  4,000  aged  persons  a  month  on  the  medical  only  program. 

I  have  made  several  references  to  a  medical  only  program,  regular  assistance 
program,  and  health  care  program.  I  am  sure  that  these  references  are  con- 
fusing to  you  and  I  know  they  are  not  ftilly  understood  by  the  public.  I  feel  at 
times  that  too  many  members  of  the  aid  for  aged  staff  do  not  clearly  imderstand 
the  relationship  of  one  to  the  other. 

KEEK-MILLS  EXPLAINED 

The  medical  only  program  was  made  possible  through  provisions  of  the  Kerr- 
Mills  Act.  The  legislators  of  Ohio,  and  the  administration  of  the  State  welfare 
department  did  not  accept  the  medical  assistance  for  the  aged  programs  as  pro- 
vided in  the  Kerr-Mills  Act.   Rather,  they  selected  the  provision  of  the  act  which 
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permitted  the  States  to  make  money  payments  on  behalf  of  a  recipient  to  another 
person  who  has  provided  health  care  services  to  the  recipient.  The  State  legis- 
lators and  the  administrators  also  selected  the  provision  of  the  Kerr-Mills  Act 
which  made  is  possible  to  recognize  health  care  as  an  extraordinary  need — one 
that  exceeds  the  financial  ability  of  a  large  number  of  aged  persons  to  maintain 
themselves  on  a  day-to-day  basis. 

While  Ohio  does  not  have  a  medical  assistance  for  the  aged,  it  has  taken  ad- 
vantage of  several  provisions  of  the  Kerr-Mills  law.  One  question  that  I  am  con- 
tinually asked  is  "Would  Ohio  have  a  better  health  care  program  if  it  had  medical 
assistance  for  the  aged?" 

There  is  no  doubt  that  by  having  a  medical  assistance  for  the  aged  program 
there  would  be  a  greater  number  of  persons  eligible  for  health  care  assistance 
through  liberalization  of  eligibility  requirements  by  removing  the  residence  re- 
quirement and  the  lien  laws.  We  know  that  the  removal  of  the  lien  law  would 
add  10,000  aged  persons  to  our  rolls.  We  do  not  know  how  many  would  be  aided 
by  removing  the  residence  requirement. 

The  argument  that  by  having  medical  assistance  for  the  aged  program,  Ohio 
would  gain  in  Federal  matching  funds  has  little  merit.  To  do  so  in  this  manner 
would  mean  an  additional  State  appropriation  that  would  offset  any  such  gains. 
It  has  been  our  opinion  in  the  welfare  department  that  to  adopt  a  medical  assist- 
ance for  the  aged  program  would  mean  that  we  would  have  to  be  restrictive  by 
placing  drastic  limitations  on  the  amount  and  kinds  of  health  care  services 
necessary  to  meet  the  demands  made  by  a  sharply  increased  caseload.  Many 
of  the  States  that  have  liberalized  their  eligibility  requirements  have  very  lim- 
ited health  care  programs.  One  State  only  permits  three  (3)  days  of  hospital 
care.  Recently  a  large  State  had  to  curtail  drugs  and  other  services  because 
of  overspending. 

HELPS  THOSE  NEEDING  HELP 

Ohio's  medical  only  program  does  make  it  possible  for  those  who  are  unable 
to  assume  the  burden  of  paying  for  health  care  costs  to  have  such  needs  met 
through  the  aid  for  aged  program.  The  payments  for  such  services  is  made  on 
their  behalf  to  you,  the  hospitals,  druggists,  and  other  health  groups. 

We  have  reason  to  believe  that  it  is  a  successful  program.  Last  fall  I  worked 
very  closely  with  Mr.  Charles  Edgar  and  Mr.  Hart  Page  of  the  Ohio  State  Medical 
Association  staff  to  handle  inquiries  that  resulted  from  your,  the  Ohio  State 
Medical  Association,  education  campaign  which  called  the  specific  attention  of 
the  aged  population  to  the  services  offered  by  the  insurance  programs  and  the 
aid  for  aged  programs.  There  was  a  rather  heavy  response  from  persons  who 
made  inquiry  or  expressed  desire  to  receive  necessary  services.  In  only  one  case 
did  we  find  that  services  were  not  available  in  this  State  to  meet  the  health 
care  needs.  This  was  a  most  questionable  case  since  the  person  only  very  recently 
moved  from  another  State  to  Ohio  and  the  health  care  needs  did  not  appear  to  be 
of  an  emergent  nature. 

I  was  very  impressed  by  the  concern  your  staff  revealed  for  the  people  in  this 
State.  I  was  also  impressed  with  their  promptness  in  responding  to  you  and 
to  those  who  made  inquiries  about  the  various  programs.  It  was  a  most 
rewarding  experience  for  me. 

Who  is  eligible  for  aid  for  aged  assistance? 

( 1 )  65  years  of  age  or  older. 

(2)  Has  been  a  resident  of  Ohio  for  three  (3)  out  of  the  last  nine  (9) 
years  with  1  year  continuous  residence  immediately  prior  to  application. 

(3)  Who  is  in  need  because  he  does  not  have  sufficient  income  or  resources 
for  support,  including  health  care  costs,  and  does  not  have  available  support 
from  a  spouse  or  child  ($84.50  is  recognized  as  the  basic  amount  for  food, 
clothing,  rent,  and  utilities  for  a  single  person.  Other  needs  are  determined 
in  addition  to  this  amount  for  a  single  person  living  alone.  This  amount 
varies  considerably  according  to  different  living  arrangements  and  various 
needs). 

(4)  Who  is  not  living  in  a  public  institution,  except  as  a  patient  in  a 
public  medical  institution  or  an  inmate  of  a  city  or  county  home. 
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(5)  Whose  real  estate  is  not  worth  more  than  $12,000.  The  law  requires 
that  both  the  recipient  and  the  spouse  sign  a  certificate  of  lien  whenever 
they  own  an  interest  in  real  property.   The  title  is  retained  by  the  individual. 

(6)  A  person  may  retain  insurance  when  its  value  is  $500  or  less.  Insur- 
ance in  excess  of  $500  must  be  trusteed  to  the  division. 

These,  briefly,  are  the  eligibility  requirements  for  aid  for  aged  program.  They 
are  the  same  for  the  medical  only  program  and  the  regular  assistance  program. 

AEEA  OP  MISUNDERSTANDING 

Now  I  would  like  to  give  attention  to  an  area  where  there  is  misunderstanding, 
and  that  is  in  regard  to  the  rules  and  regulations  of  the  division  as  they  relate 
to  you.  The  staff  is  instructed,  through  a  written  policy,  that  the  private  rela- 
tionship between  the  physician  and  recipient  is  to  be  respected  and  protected. 
The  division  enters  into  this  relationship  only  to  the  extent  required  to  establish 
need  because  it  is  a  tax-supported  program  and  to  formulate  a  plan  to  meet 
this  need  within  available  funds.  The  caseworkers  are  instructed  to  understand 
clearly  that  the  recipient  is  the  patient  of  his  physician  and  not  of  the  division. 
This  is  the  basic  philosophy  of  the  division. 

I  do  not  believe  that  we  have  a  rule  or  regulation  that  intervenes  in  your  pro- 
fessional physician-patient  relationship.  The  rules  and  regulations  that  we  do 
have  relate  to  billing  for  services  rendered  and  the  payment  for  your  services 
according  to  a  prescribed  fee  schedule.  You  are  required  to  bill  in  triplicate, 
and  the  statement  should  show  the  recipient's  name,  address,  diagnosis,  acute 
or  chronic  conditions,  date  of  service,  and  fees  charged.  The  billing  is  to  be 
submitted  to  the  subdivision  oflBces  within  ninety  (90)  days  from  date  of  service. 
Payments  can  be  made  only  for  no  more  than  two  visits  for  a  chronic  illness 
and  not  more  than  10  visits  for  an  acute  illness  during  any  one  month. 

All  of  these  regulations  are  necessary  under  present  accounting  and  audit 
procedures  to  establish  a  proper  claim  against  the  State.  We  do  have  under  con- 
sideration some  methods  of  simplifying  procedures.  In  case  of  any  dispute,  you 
have  the  right  to  request  a  hearing  to  appeal  the  decision  made  by  the  division. 

ANY  JUST  CLAIM  PROPER 

It  has  been  my  policy  that  any  just  claim  is  proper,  and  that  no  one  should 
suffer  or  be  aggrieved  as  a  result  of  negligence  on  the  part  of  an  employee  of 
the  division.  If  you  should  have  any  feelings  of  this  nature,  do  not  hesitate 
to  correspond  with  my  office. 

I  will  not  take  the  time  to  review  the  fee  schedule  since  it  is  available  in  a 
published  form,  medical  and  surgical  fee  schedule  applying  to  new  health  care 
program  of  Ohio  Division  of  Aid  for  the  Aged.  I  will  send  the  information  to 
any  one  desiring  to  have  it. 

Supplementation  is  not  permitted  because  of  federal  regulations  that  dis- 
courage such  a  practice.  The  division  recognizes  the  payment  for  your  services 
by  the  recipient  or  a  relative  as  full  payment. 

In  conclusion,  I  wish  to  offer  my  appreciation  to  you  and  your  colleagues  for 
the  valuable  services  which  you  are  rendering  to  the  needy  persons  in  this  State. 
While  our  program  is  far  from  being  perfect  or  ideal,  I  believe  that  we  have  one 
of  the  finest  health  care  programs  in  this  Nation.  It  is  only  through  our  work- 
ing together  that  we  can  improve  upon  existing  programs  by  more  effectively 
utilizing  the  available  resources  and  services.  You  should  be  proud  of  your 
profession  and  your  State  organization,  and  be  pleased  with  your  contributions 
to  society.  My  greatest  desire  is  that  more  of  your  colleagues  offer  their 
invaluable  talents  to  recipients  in  our  program. 
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[Reprinted  from  Nation's  Business,  November  1964] 

Federal  Health  Estimates — 300  Percent  Wrong 

medical  cost  expert  shows  government  figures  far  too  low 

The  tine  cost  of  the  proposed  Federal  health  plan  for  the  aged  can  now  be 
told. 

If  enacted  into  law,  the  federally  administered  plan  paid  by  social  security 
taxes  actually  would  cost  at  least  3  times  what  the  bureaucrats  say  it  would 
and  eventually  perhaps  10  times  as  much. 

This  is  the  conclusion  of  an  authoritative,  nonpartisan  analysis  of  the  pro- 
posed Government  health  care  scheme — one  of  the  major  economic  and  social 
issues  of  the  day. 
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The  analysis  was  made  by  a  nationally  respected  expert  who  has  lived  with 
health  and  welfare  cost  estimates  during  nearly  35  years  of  Government  serv- 
ice. He  has  just  retired  after  failing  to  persuade  Federal  welfare  officials  to 
use  what  he  considers  realistic  methods  to  find  the  cost  of  Government  health 
care,  i 

The  authority,  Dr.  Barkev  S.  Sanders,  made  a  number  of  the  original  cost 
estimates  for  the  U.S.  social  security  program  25  years  ago.  He  is  a  medical 
statistician,  sociologist,  psychologist,  and  attorney. 

In  his  analysis  for  Nation's  Business,  Dr.  Sanders  concludes  : 

"On  the  basis  of  all  available  evidence,  even  in  the  first  year  (of  the  pro- 
posed Federal  aged  health  care  program)  its  cost  would  be  at  least  3  times  the 
estimated  cost.    It  is  more  probable  that  the  multiplier  would  be  4." 

Dr.  Sanders  points  out  that  the  British  National  Health  Service,  a  more 
comprehensive  socialized  medical  plan  adopted  in  1948,  ran  up  expenditures 
the  very  next  year  that  were  3  times  the  cost  estimates. 

Looking  into  the  future,  Dr.  Sanders  judges  that  if  the  U.S.  scheme  "comes 
into  operation  in  1965,  the  expenditures  for  it  15  years  later  would  surely  be 
more  than  7  times  the  latest  Government  actuarial  estimate,  and  it  is  probable 
that  it  would  be  10  times  more  in  terms  of  1964  dollars." 

In  part,  this  judgment  is  based  on  the  experience  of  the  British  health  plan 
which,  despite  restrictions  imposed  when  actual  spending  far  outran  estimates, 
cost  $2.9  billion  in  1963. 

This  was  7  times  what  the  original  expense  was  calculated  to  be. 

An  American  plan  of  medical  care  for  the  aged  certainly  would  be  expended 
to  cover  more  medical  costs  and  younger  beneficiaries  than  currently  proposed, 
as  both  opponents  and  proponents  have  said.  And  the  wage  base  on  which  the 
social  security  tax  is  figured,  as  well  as  the  amount  of  the  tax  itself,  almost 
certainly  would  be  enlarged  in  line  with  the  historical  development  of  the  social 
security  program. 


Barkev  Sanders,  noted  medical  and  welfare  statistician-sociologist  did  study 
on  which  this  article  is  based 
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The  proposal — which  certainly  will  be  reintroduced  in  the  next  Congress — 
is  the  remnant  left  from  elaborate  and  comprehensive  government  medical  and 
health  plans  proposed  in  the  1940's. 

When  Congress  repeatedly  beat  back  these  attempts  at  broad  coverage  of 
health  services,  the  strategy  of  the  Government  health  advocates  finally  shifted 
to  a  flanking  movement.  This  was  the  present  limited  hospital,  nursing 
facilty  and  home-care  coverage  plan  for  the  aged. 

The  health  plan  for  the  aged  in  recent  years  has  been  embodied  in  the  King- 
Anderson  bill.  It  was  approved  by  the  Senate  this  year,  but  not  the  House  of 
Representatives.  It  is  popularly  known  as  medicare  although  it  makes  no 
provision  for  paying  doctors'  bills.  And  it  offers  potential  beneficiaries  the 
choice,  cafeteria  style  and  irrevocably,  of  45  days,  90  days,  or  180  days  of 
hospital  care. 

Officials  of  the  U.S.  Department  of  Health,  Education,  and  Welfare,  who 
have  backed  the  limited  health  program  and  made  the  estimates  of  its  costs, 
have  testified  to  Congress  that  the  social  security  tax  would  not  have  to  be 
raised  more  than  about  one-half  a  percentage  point  of  the  taxable  payroll  for 
both  employee  and  employer.  The  dollar  estimate  these  officials  have  offered 
over  the  years  has  ranged  between  $1  and  $1.5  billion  annually  for  the  early 
years  of  operation.  Even  by  the  year  2000,  they  have  declared,  the  cost  would 
not  exceed  $2.5  billion  annually. 

Dr.  Sanders'  analysis  for  Nation's  Business  did  not  attempt  to  arrive  at  a 
precise  dollars-and-cents  estimate,  since  there  are  too  many  future  variables 
for  anyone  to  calculate  specifically.  But  his  analysis  does  show  that  informa- 
tion and  methods  have  been  available  to  Federal  officials  for  years  which  show 
their  calculations  are  low  to  a  remarkable  degree. 

He  states  in  his  analysis  : 

/'With  respect  to  its  costs,  the  roots  go  back  again  to  the  early  fifties.  At 
that  time,  the  Division  of  Research  and  Statistics  of  the  Social  Security  Ad- 


Big  jump  in  hospitalization  cost 
revealed  in  index  of  Canadian 
health  program  over  five  years 


Provinces 

1959 

1960 

1961 

1962 

1963 

1964 

Newfoundland 

100 

165 

178 

219 

262 

305 

Prince  Edward  Island 

100 

226 

309 

374 

430 

Nova  Scotia 

100 

519 

610 

755 

860 

965 

New  Brunswick 

100 

173 

209 

238 

276 

Quebec 

100 

524 

637 

817 

Ontario 

100 

547 

643 

795 

929 

1035 

Manitoba 

100 

158 

183 

213 

243 

275 

Saskatcliewan 

100 

159 

171 

189 

217 

253 

Alberta 

100 

179 

193 

225 

294 

323 

British  Columbia 

100 

160 

176 

202 

235 

254 

—All  provinces  did  not  begin  program  the  same  year 


SOCIAL  SECURITY 


1143 


ministration  was  estimating  the  cost  of  hospital  care  for  the  aged  as  one-half 
of  1  percent  of  the  payroll.  And  to  validate  their  claim  they  made  a  survey 
of  hospital  utilization  by  the  aged  in  1952. 

Hospital  use  in  1952  is  still  used  as  the  only  basis  of  cost  estimates  for  more 
recent  programs,  including  the  most  current  congressional  bill. 

The  Federal  welfare  estimators  calculated  low  and  high  figures  on  potential 
days  of  hospital  use  by  aging  beneficiaries. 

But  Dr.  Sanders  points  out :  "The  low-cost  estimate  includes  no  upward  ad- 
justment for  increased  hospitalization  under  a  Federal  hospital  insurance 
program,  while  the  high-cost  estimate  assumes  at  most  an  upward  adjustment 
of  24  percent. 

"These  figures  indicate  that  the  estimators  of  medicare  costs  believe  that 
hospital  care  received  by  the  aged  may  be  suflScient  now,  or  that  at  most  utili- 
zation would  be  increased  by  24.  percent  under  the  proposed  program.  The  effect 
of  medicare  on  utilization  as  reflected  in  these  cost  estimates  would  hardly  support 
the  contentions  by  the  advocates  of  this  program  of  dire  need  on  the  part  of  the 
aged  for  additional  hospital  services. 

"The  basic  figures  giving  days  of  hospitalization  were  derived  from  a  1957 
old  age,  survivors,  and  disability  insurance  beneficiary  servey.  This  bene- 
fiiciary  survey  missed  12  percent  of  the  interviewees  in  the  sample.  But 
nowhere  has  any  attempt  been  made  to  determine  the  characteristics  of  these 
missing  persons.  It  is  quite  plausible  that  many  of  these  might  have  been 
missed  because  they  were  confined  to  some  medical  institution  (including 
short-term  hospitals),  or  had  gone  to  live  with  relatives  because  of  infirmities." 


Rise  in  U.  S.  hospital  cost 
shows  social  security  tax 
won't  pay  for  hospital  care 
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This  one  deficiency  alone,  if  corrected,  could  add  considerably  to  the  volume 
of  hospital  services  reported. 

"Moreover,  even  the  most  perfect  household  survey  attempting  to  record 
completed  hospitalization  for  a  12-month  period  is  susceptible  to  large  losses, 
especially  if  it  is  for  the  aged,  a  significant  proportion  of  w^hom  are  in- 
stitutionalized at  a  given  time." 

Dr.  Sanders  say  he  spelled  out  these  deficiencies  in  an  official  memorandum 
prepared  in  connection  with  the  1952  survey  of  hospital  utilization  of  the  aged, 
the  results  of  which  were  to  be  used  as  a  measure  of  such  use  under  a  government 
plan. 

The  character  and  magnitude  of  these  deficiencies  were  explained  even  more 
explicitly,  he  says,  in  a  33-page  memorandum  dated  December  3,  1962,  which 
he  addressed  to  the  Chief  Actuary  of  the  Social  Security  Administration  with 
a  copy  to  the  Commissioner  of  Social  Security. 

HOSPITAL  LOAD  MISCALCULATED 

Free  or  partially  paid  hospital  care  would  sharply  increase  the  load  of  hospital 
patients  over  current  levels,  Dr.  Sanders  also  notes. 

"Such  an  increase  would  be  most  pronounced  for  the  initial  year,  but  its 
effect  w^ould  be  evident  at  least  for  the  first  4  or  5  years.  This  increase  would 
not  be  limited  to  persons  without  voluntary,  private  insurance,  as  official  esti- 
mates seem  to  indicate  but  would,  include  those  presently  insured  as  well." 

Dr.  Sanders  explains  that  this  seems  to  be  another  instance  of  contradictory 
thinking  by  the  welfare  officials.  Despite  their  frequent  claims  of  the  deficien- 
cies of  existing  private  insurance  protection,  their  estimates  of  the  costs  for  a 
Federal  program  are  based  on  the  assumpton  that  those  aged  presently  insured 
get  all  the  hospital  care  they  need. 

"The  full  impact  of  medical  care  insurance  in  the  first  year  of  two,"  he 
states,  "is  reflected  in  the  proportionate  increase  in  costs  for  those  Canadian 
Provinces  for  which  both  the  medical  insurance  program  and  the  Dominion 
contribution  began  after  1958.  For  these  the  range  of  increase  in  per  capita 
costs  between  1958  and  1961  is  between  51.1  and  98.7  percent. 

"Some  of  this  increment  is  caused  by  the  increase  in  hospitalization  costs,  but 
much  of  it  results  from  increased  use  by  patients. 

"Considering  the  formula  of  Dominion  payment,  which  encourages  restraints 
on  costs,  as  well  as  the  fact  that  provinces  remain  directly  responsible  for  about 
half  of  the  insurance  costs,  and  that  the  level  of  occupancy  in  Canadian  hospi- 
tals is  high,  it  is  my  opinion  that  increase  in  hospital  use  as  a  direct  conse- 
quence of  the  most  recent  U.S.  Federal  hospital  care  plan  would  be  at  the 
very  minimum  30  percent,  more  probably  60  x)ercent  within  5  years  or  so,  and 
possibly  as  high  as  90  or  100  percent." 

In  his  research  Dr.  Sanders  also  compared  the  estimates  of  days  of  hospital 
use  figured  in  the  U.S.  Social  Security  Administration's  latest  actuarial  study 
with  the  actual  days  of  hospital  care  under  the  Saskatchewan  Province  of 
Canada  Hospital  Service  Plan.  And  these  were  also  compared  with  estimated 
days  per  year  of  hospital  care  for  aged  American  veterans  in  veterans'  hospitals 
and  elsewhere. 

These  comparisons  showed  that  the  estimates  used  by  the  Social  Security 
Administration  in  connection  with  its  support  of  the  Federal  hospital  care 
legislation  were  calculated  on  a  basis  for  about  "half  the  days  of  hospital  care 
under  the  Saskatchewan  Hospital  Service  plan  and  one  third  of  the  hospital 
days  used  by  veterans." 

Dr.  Sanders  also  notes  : 

"The  hospital  days  for  veterans  are  limited  to  those  hospitalized  for  general 
medical  and  surgical  conditions.  It  excludes  all  hospitalization  for  service- 
connected  diseases,  for  neuropsychiatric  conditions  and  for  tuberculosis. 

"It  should  be  pointed  out  that  veterans  are  not  provided  with  hospital  care 
for  non-service-connected  conditions  as  a  right.  They  are  given  such  care  if 
there  are  readily  available  beds  in  veterans  hospitals  and  if  the  veteran  can 
demonstrate  his  inability  to  pay  for  such  care.  It  is  therefore  quite  con- 
ceivable that  under  medicare  the  hospital  utilization  rate  could  go  well  above 
that  found  for  aged  veterans. 

"In  the  government  actuarial  studies  one  finds  no  use  made  of  the  veterans' 
experiences.  The  veterans  hospital  study  findings  for  1957  were  available 
at  the  time  that  the  Health,  Education,  and  Welfare  Secretary's  report  was 
prepared  in  1959,  yet  there  is  no  reference  to  them. 
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"The  Saskatcliewan  Hospital  Service  Plan,  like  the  proposed  King-Anderson 
legislation,  excludes  mental  institutions  and  tuberculosis  hospitals  and  has 
accommodations  for  nursing  homes.  These  are  not  included  under  hospital 
days. 

"The  Saskatchewan  experience  is  not  unique.  A  comparison  of  the  assumed 
hospital  utilization  levels  for  the  United  States  under  medicare — without  any 
cutoff — as  opposed  to  that  of  all  Canadian  provinces  in  1961  and  1962  shows 
that  utilization  is  higher  in  every  province,  except  Newfoundland. 

"This,  we  believe,  supports  our  professional  judgment  that  realistic  estimates 
of  utilization  levels  of  hospital  care  would  in  all  probability  be  50  to  150  percent 
more  than  those  used  by  the  Department  of  Health,  Education,  and  Welfare  and 
later  by  the  actuary  of  the  Social  Security  Administration." 

DAILY  COSTS  WAY  OFF 

Dr.  Sanders'  analysis  then  moves  from  estimates  of  hospital  use  to  actual  daily 
costs  of  hospital  care. 

"The  report  of  the  Secretary  of  HEW  set  a  per  diem  cost  of  $27  to  estimate 
the  cost  of  paying  for  hospital  services  for  the  aged  in  1960,"  The  American 
Hospital  Association  which  has  been  compiling  per  diem  costs  for  its  member 
hospitals  since  1946,  had  much  different  figures. 

"According  to  AHA,  the  average  per  diem  cost  of  all  short-term  general  and 
special  hospitals  (exclusive  of  all  federal,  mental  and  tuberculosis  hospitals) 
for  the  fiscal  year  1960  was  $32.23  . 

"In  my  judgment,  a  higher  rather  than  lower  estimate  than  the  AHA  figure 
should  have  been  made.  Over  the  initial  5  to  10  years  of  medicare  there  would 
inevitably  be  an  inflationary  effect  on  current  per  diem  hospital  costs  because  of 
heavily  increased  demand.  The  Federal  experts  not  only  made  no  such  adjust- 
ments, but  they  apparently  assumed  that  the  steep  increase  of  hospital  costs 
would  disappear  in  1960,  or  at  least  would  be  balanced  by  the  increase  in  wage 
rates. 

"This  is  an  incomprehensible  assumption  to  have  made  in  a  report  prepared 
early  in  1959,  when  for  the  13  prior  years  for  which  per  diem  hospital  payments 
information  was  available  the  rate  of  increase  in  hospital  costs  had  been  two 
to  three  times  higher  than  the  increase  in  wage  rates. 

"Furthermore,  since  for  cost  estimating  purposes  only  the  taxable  wage  rates 
for  social  security  would  be  meaningful,  this  would  mean  that  the  taxable  wage 
ceiling  would  have  to  be  raised  frequently,  perhaps  every  year,  so  as  to  parallel 
any  annual  increase  in  wage  rates. 

"In  the  latest  actuarial  study,  it  is  said  that  the  cost  estimates  which  have 
been  prepared  assume  a  per  diem  cost  of  $37  from  1966  on.  This  is  tantamount 
to  saying  that  after  1966  the  increase  in  hospital  costs  would  have  to  be  met 
by  progressive  annual  raising  of  the  ceiling  on  taxable  payroll.  Thus,  the 
percentage  given  in  the  oflScial  estimates  has  at  least  two  important  if's  in  it. 

"The  first  is  whether  the  $37  per  diem  is  valid  for  1966  if  medicare  were 
enacted  at  this  time  with  full  benefit  payments  in  force  throughout  the  year. 
The  probable  average  per  diem  cost  as  compiled  by  the  American  Hospital 
Association,  without  any  drastic  changes  such  as  the  introduction  of  medicare, 
would  be  about  $46  in  1966.  The  stated  reasons  for  reduction  in  the  per  diem 
cost  given  in  the  Secretary's  report  and  incorporated  in  acturial  estimates,  even 
if  accepted  ,could  not  reduce  the  average  payment  for  aged  patients  under 
medicare  to  $37. 

"The  second  if  is  whether  the  trend  in  the  rate  of  increase  in  per  diem  hospital 
costs  would  remain  the  same.  In  my  opinion,  the  introduction  of  medicare 
would  very  much  accelerate  the  upward  trend  in  per  diem  hospital  charges 
relative  to  wage  rates,  and  would  do  so  in  such  a  way  that  the  cost  in  1966  would 
substantially  exceed  $46  and  the  anticipated  time  when  the  increase  in  wage 
rates  will  catch  up  to  the  increase  in  hospital  costs  would  be  even  farther  away. 

"Those  preparing  estimates  for  medicare  probably  could  have  found  the 
expected  effect  of  medicare  on  costs  through  a  study  of  the  Canadian  experience. 
But  nothing  like  this  was  done." 

Dr.  Sanders  says  that  in  1959  he  prepared  a  critique  of  the  HEW  Secretary's 
report  on  the  cost  estimates.  He  sought  permission  to  make  studies  of  what 
would  happen  with  regard  to  hospital  use  by  the  aged  if  so-called  medicare 
legislation  were  enacted.  He  reports  that  he  was  given  on  encouragement. 
Subsequently  his  statistical  staff  was  taken  away  from  him  without  explanation. 

Looking  ahead  for  Nation's  Business,  Dr.  Sanders  says  : 
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"There  is  every  reason  to  believe  that  the  steeper  increase  in  hospital  costs 
will  continue  for  the  foreseeable  future.  *  *  *  On  the  basis  of  such  evidence  an 
eventual  increase  of  150  or  even  200  percent  would  be  more  likely  over  the  long 
range.  Besides,  the  faster  increasing  costs  of  per  diem  hospitalization,  the 
growing  liberal  use  of  hospital  service,  as  well  as  the  progressive  further  aging 
of  our  aged  population,  and  medical  advances  over  the  foreseebale  future  would 
all  contribute  to  this  faster  upward  trend  in  usage  and  costs." 

The  official  Government  assumptions  about  hospital  days  and  hospitalization 
costs  of  the  aged  under  the  most  recent  proposal  can  be  demonstrated  to  be 
unrealistic  through  another  approach. 

Dr.  Sanders  points  out  the  Division  of  Research  and  Statistics  of  the  Social 
Security  Administration  last  year  estimated  total  medical  care  expenditure,  both 
governmental  and  private  outlays,  for  those  aged  65  and  over  as  $4,915  million 
in  1960  and  $5,355  million  in  1961. 

"The  estimated  expenditures  indicate  that — for  1961 — $2,325  million  of  the 
total  was  spent  for  hospital  care  and  $500  million  for  skilled  nursing  home  care. 
Of  the  $2,325  million  total,  $495  million  is  estimated  as  the  expenditure  of  public 
funds  for  mental  and  tuberculosis  hospital  services.  Subtracting  this  amount 
would  leave  $1,830  million  and  an  allowance  of  $30  million  for  private  ex- 
penditures for  mental  and  tuberculosis  hospitals  would  finally  leave  $1,800 
million  as  the  total  expenditure  for  aged  for  general  hospitals  . 

"This  represents  a  per  capita  amount  per  aged  of  $106.  The  1960  equivalent 
would  be  about  $98. 

"This  contrasts  sharply  with  the  HEW  Secretary's  estimate  of  per  capita  ex- 
penditure in  this  initial  year  of  Government  health  care.  The  cost  estimate  for 
hospital  care  for  the  aged  is  given  as  $762.8  million  for  an  estimated  11.6  million 
persons  aged  65  and  over  eligible  for  benefits.  This  results  in  a  per  capita  outlay 
for  hospital  services  estimated  at  about  $66  as  opposed  to  the  estimated  amount 
actually  spent  of  $98. 

"Another  way  to  look  at  this  per  capita  figure  of  $98  is  to  project  it  to  1966, 
and  compare  the  projected  finding  with  the  cost  estimate  in  the  latest  Federal 
actuarial  study.    The  projection  yields  a  per  capita  expenditure  of  $139  in  1966. 

"The  benefit  expenditures,  including  administrative  expenses  for  calendar 
year  1966,  are  given  as  $1,530  million  in  the  latest  actuarial  study.  The  num- 
ber of  beneficiaries  is  estimated  as  18  million  for  1965.  We  can  assume  that 
this  number  would  be  about  18.4  million  for  1966.  On  this  basis  the  per  capita 
benefit  expenditure,  according  to  the  actuary,  would  be  $83,  or  about  60  percent 
of  our  estimated  amount  of  $139. 

"The  actuarial  estimate  includes  the  costs  of  all  the  other  benefits  provided 
under  medicare.  If  limited  to  hospital  benefits  only,  on  the  basis  of  the 
percentage  distribution  of  taxable  payroll  costs  given  for  the  latest  estimates, 
the  per  capita  amount  for  hospital  benefits  would  shrink  to  $72,  about  52  percent 
of  $139." 

So,  if  the  Federal  medicare  plan  is  enacted,  one  or  more  alternatives  would 
be  needed  to  pay  its  costs  or  make  it  actuarially  sound.  Either  the  benefits 
would  have  to  be  reduced  to  even  more  limited  health  care,  or  patients  would 
have  to  pay  more  of  the  bills  themselves.  Or  the  amount  of  social  security  tax 
or  the  base  on  which  this  tax  is  levied  would  have  to  be  boosted  sharply. 

Dr.  Sanders'  analysis  clearly  indicates  that  the  Social  Security  Administration 
has  avoided  a  study  and  presentation  of  the  evidence  that  would  yield  the  most 
probable  costs  of  hospital  care  under  the  most  recent  congressional  proposal. 
Under  these  circumstances  estimates  of  other  benefit  costs — such  as  nursing 
home  and  home  care — ^probably  have  little  value,  in  Dr.  Sanders'  opinion. 

The  various  estimates  convince  him  that  these  are  figures  that  were  selected 
with  only  one  constraint  in  mind :  "That  the  overall  percentage  of  the  taxable 
payroll  required  should  not  move  too  far  above  the  0.5  percent  selected  back  in 
1950  as  the  proper  cost  for  hospitalization  benefits  for  the  aged. 

"For  1966  the  amount  of  skilled  nursing  home  care  for  18.4  million  people, 
according  to  the  Government  estimates,  would  be  $68  million,  $3.70  per  aged. 
But,  according  to  the  1961  expenditure  study  (done  by  the  Social  Security  Ad- 
ministration), nursing  home  costs  amounted  to  $500  million,  or  $29.40  per 
person." 

In  the  light  of  current  usage  as  well  as  the  increasing  rate  of  demand  this 
$3.70  figure  makes  little  sense. 

"For  home  health  services  (the  third  category  provided  under  the  Govern- 
ment health  plan)  the  per  diem  amount  would  be  about  $6  per  capita.  Taking 


SOCIAL  SECTRITY 


1147 


various  cost  trends  into  consideration,  this  would  mean  less  than  one  nursing 
visit  or  other  equivalent  services  per  person  every  other  year.  Outpatient- 
hospital-diagnosric  services  (the  fourth  kind  of  services  under  medicare)  would 
cost  about  $1.20  per  person.  Of  course,  the  patient  is  required  to  pay  $20 
toward  this  service,  but  the  Government's  inclusion  of  this  benefit  would  cause 
inflation  in  the  cost  of  the  service,  so  that  the  actual  cost  to  the  insured  would 
be  increased  rather  than  reduced." 

Dr.  Sanders  explains  that  it  is  not  his  purpose  to  damn  a  health  program  for 
the  aged,  or  to  deny  a  need  for  it — but  rather  to  convey  his  personal  and 
professional  conviction  that  "the  Social  Security  Administration  has  been  con- 
cealing the  truth  by  means  of  its  actuarial  estimates." 

He  declares  that  we  should  not  delude  the  public  as  to  the  cost  of  an  effective 
health  program.  "If  a  sound  realistic  health  program  cannot  be  accepted  by 
the  public  on  its  merits  it  should  not  be  imposed  on  them  by  the  Government." 

Dr.  Sanders'  experience  in  Government  has  included  service  as  Chief  of  the 
Division  of  Health  and  Disability  studies  in  the  Office  of  Commossioner  of  Social 
Security,  research  consultant  with  the  Bureau  of  Old  Age  and  Survivors  Insur- 
ance and  research  consultant  with  the  U.S.  Ptiblic  Health  Service. 

He  was  a  member  of  the  social  security  mission  to  Japan  after  the  war  and 
research  analyst  with  the  President's  Commission  on  Veterans"  Pensions.  He 
is  a  consultant  to  the  United  Mine  Workers  Welfare  and  Retirement  Fund. 
Presently  he  is  doing  statistical  research  for  the  George  Washington  University 
and  is  consulting  actuary  with  the  University  of  Pittsburgh's  Graduate  School 
of  Public  Health  on  a  special  study. 

The  authoritative  opinions  and  judgments  of  Dr.  Sanders  are  his  own  and 
should  not  be  attributed  to  any  organization  or  institution  with  which  he  has 
been  or  is  associated. 


The  Welch  Grape  Juice  Company,  I^^c, 

West  field,  N.Y.,  May  5, 1965. 

Hon.  Haeey  F.  Byed, 
Chairman,  Finance  Cammittee, 
The  Senate,  Washington,  D.C. 

My  Deae  Sexatoe  Byed  :  We  are  in  general  agreement  with  most  of  the  pro- 
visions of  the  new  social  security  amendments  which  have  been  passed  in  the 
House  of  Representatives  (H.R.  6675)  and  which  are  now  being  considered 
by  the  Senate  Finance  Committee. 

We  also  approve  of  the  proposed  increases  in  benefit  amounts.  We  recognize 
that  the  continued  increase  in  the  cost  of  living  affects  those  in  retirement  as 
much  as,  if  not  more  than,  those  in  employment.  The  increase  in  benefits  will 
help  to  offset  the  increase  in  cost  of  living.  The  resultant  increased  taxes  are 
not  unreasonable  and,  as  shown  in  the  actuarial  statements,  are  adequate  to 
maintain  the  fund. 

We  have  previously  supported  the  disability  benefit  amendments  to  the  Social 
Security  Act.  We  feel  that  a  person  who  is  completely  incapacitated,  as 
adjudged  by  competent  medical  authority,  and  is  unable  to  work  again  should 
be  provided  with  income  protection  comparable  to  those  who  reach  retirement 
age.  Our  company  retirement  plan,  as  do  many  private  plans,  includes  such  a 
provision.  The  reasoning  is  clear  and  straightforward.  The  purpose  of  social 
security  is  to  provide  some  means  of  subsistence  when  a  person  is  no  longer 
working,  due  either  to  age  or  to  total  and  permanent  disability.  It  is  because  of 
this  essential  purpose  that  we  must  register  our  strong  opposition  to  the  proposeil 
amendment  to  eliminate  the  "long-continued  and  indefinite  duration"  require- 
ment from  the  definition  of  disability. 

The  amendment  proposes  to  permit  qualifications  for  benefits  to  any  person 
who  is  disabled  for  a  period  of  6  months,  regardless  of  whether  that  person  is 
expected  to  recover.  The  present  legislation  requires  substantial  proof  of 
indefinite  disability  and,  in  our  opinion,  it  has  been  very  eft'ectively  admin- 
istered. Because  of  this  very  logical  restriction  and  good  administration,  the 
disability  trust  fund  is  currently  in  favorable  balance. 

We  seriously  question  the  accuracy  of  the  forecasts  of  the  numbers  of  indi- 
viduals likely  to  be  affected  by  this  revision.  The  Research  Council  for  Economic 
Security  revealed,  in  its  1957  study  of  "Prolonged  Illness  Absenteeism,"  that  19 
percent"^  of  employed  persons  from  ages  25  to  64  would  be  disabled  more  than  6 
months.    Insurance  and  actuarial  consultants  report  that  15  percent  of  all 
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persons  35  years  or  over  will  be  disabled  for  at  least  6  months  before  age 
It  is  obvious  then  that  the  cost  of  benefits  would  place  a  tremendous  burden  on 
the  social  security  program,  not  only  because  of  the  benefits  involved  for  indi- 
viduals, but  because  of  the  vast  addition  to  administrative  costs. 

We  believe  the  establishment  of  the  automatic  6-month  rule  for  future  deter- 
minations of  disability  would  drastically  increase  the  overlapping  and  duplica- 
tion of  benefits  from  social  security  and  State  workmen's  compensation  laws. 
We  realize  that  the  previous  changes  in  the  law  eliminated  the  offset  of  these  two 
benefits.  We  did  not  oppose  this  change  because  the  basic  requirement  of  total 
and  permanent  disability  was  still  retained.  The  newly  proposed  legislation 
would  encroach  on  workmen's  compensation  coverage  since  this  protection  is 
designed  primarily  to  cover  temporary  partial  or  total  disability.  Social  security, 
on  the  other  hand,  is  designed  for  the  person  who  has  withdrav>^i  permanently 
from  the  labor  market,  whether  because  of  age  or  disability  likely  to  result  in 
death  or  permanence. 

In  most  companies  a  temporarily  disabled  employee  is  eligible  for  either  non- 
occupational or  occupational  benefits,  with  a  6-month  period  of  coverage  gen- 
erally available  to  the  nonoccupational  disabilities.  If  the  employee  can  expect 
to  receive  social  security  benefits  automatically  after  6  months,  what  is  his 
incentive  to  return  to  work  ?  This  is  a  real  problem,  particularly  if  the  employee 
is  receiving  workmen's  compensation  benefits.  He  could  very  easily  receive  more 
take-home  pay  from  the  combined  workmen's  compensation  and  social  security 
plans  than  he  would  receive  if  he  were  employed.  All  forms  of  insurance  pro- 
tection against  loss  of  employment  income  have  historically  limited  payments  to 
a  maximum  of  70  percent  in  order  not  to  destroy  the  initiative  to  return  to  work. 

After  reading  the  report  of  the  House  Committee  on  Ways  and  Means,  it  ap- 
pears to  us  that  the  only  justification  for  changes  in  the  method  of  disability 
determination  is  to  preclude  the  necessity  of  these  individuals  to  file  for  welfare 
payments.  This  may  be  a  worthwhile  aim  but  we  believe  it  is  completely  outside 
the  essential  purpose  of  social  security. 

We  believe  that  the  provision  regarding  the  determination  of  disability  should 
be  left  unchanged.  If  there  is  any  justification  for  a  revision,  we  would  prefer 
to  support  an  improvement  in  benefit  amount  for  disabled  employees  as  defined 
under  the  current  definitions.  If  possible,  these  comments  should  be  included  with 
your  committee's  minutes  of  its  proceedings. 
Very  truly  yours, 

Herman  Harrow, 
Director  of  Industrial  Relations. 


Hospital  Association  of  Rhode  Island, 

Providence,  R.I.,  April  26,  1965. 

Hon.  Claiborne  Pell, 
Senate  Office  Building, 
Washington,  D.G. 

Dear  Senator  Pell  :  Our  group  with  whom  you  so  kindly  met  at  luncheon  in 
Providence  last  Tuesday  in  reference  to  H.R.  6675  have  asked  me  to  send  to  you, 
as  promised,  this  letter  confirming  our  hospitals'  urgent  request  for  an  amend- 
ment to  the  bill  before  passage,  and  our  key  points  in  support  of  that  request. 

In  response  to  your  question  about  the  language  to  amend  the  bill,  I  made 
inquiry  to  Washington  and  learned  that  the  following  amendment  to  accomplish 
what  we  are  requesting  has  already  been  suggested  : 

The  AHA  amendment:  In  H.R.  6675,  page  64,  line  15,  after  the  word  "pro- 
vided," insert  the  words:  "in  the  field  of  pathology,  radiology,  physiatry,  or 
anesthesiology,  nor  to  services  provided  *  *  *." 

As  you  know,  the  purpose  of  this  amendment  would  be  to  include  under  H.R. 
667-5,  in  its  bas^ie  hospital  coverage,  the  radiology,  pathology,  physiatry,  and 
anesthesiology  services  which  were  omitted  from  the  bill  in  committee  before 
it  passed  the  House. 

Unless  this  serious  defect  in  the  bill  is  repaired,  we  are  concerned  for  the  aged 
who  as  patients  will  promptly  and  continuingly  feel  the  adverse  effects,  and  we 
feel  concern  for  the  quality  of  care  not  only  to  the  aged  but  ultimately  to  the 
entire  population. 

You  are  aware,  we  know,  that  the  services  of  the  above-mentioned  four  cate- 
gories of  specialists  differ  from  other  physician  services  in  that  a  single  specialist 
(or  team  of  specialists)  has  the  sole  use  of  the  extensive  facilities  for  practicing 
his  specialty  in  a  given  hospital.   Patients  coming  to  such  hospital  for  care  must 
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;     accept  such  specialist  without  choice,  if  they  happen  to  need  the  services  of  that 
specialty.    In  return  for  this  privilege  the  specialist  agrees  to  be  responsible  to 
I    the  hospital  medical  staff  and  governing  body  for  the  administration  and  super- 
j    vision  of  his  department  and  for  standards  of  performance  and  quality  of  service. 

Because  of  the  potential  for  economic  advantage  to  the  specialists  in  the  situa- 
I  tion  just  described,  protection  of  the  patient's  interest  demands  of  any  nonprofit 
or  public  hospital  that  it  exercise  some  jurisdiction  over  the  amounts  to  be 
charged  for  these  specialists'  services.  In  Rhode  Island,  and  we  understand 
the  pattern  is  similar  in  other  States,  charges  for  these  specialist  services  are 
subject  to  approval  by  the  hospital  governing  body  and  usually  are  billed  and 
I  collected  by  the  hospital.  The  hospital  then  compensates  the  specialist  accord- 
ing to  an  agreement  which  may  be  based  on  a  fixed  amount  (salary)  or  a  propor- 
tion of  departmental  income,  or  a  combination  of  the  two. 

H.R.  6675  in  its  present  form  would  disallow  such  payments  by  hospitals  to 
these  specialists  as  a  reimbursable  hospital  expense.  Result :  These  specialists 
while  still  operating  in  a  privilege  exclusive  hospital  situation,  would  be  "on  their 
own"  to  seek  compensation  for  services  to  the  aged  patients,  sending  separate 
bills  to  these  patients  without  hospital  jurisdiction. 

Our  hospitals  know  from  experience  that  aged  patients  would  not  understand 
receiving  these  separate  bills  which  have  not  up  to  now  been  part  of  the  normal 
pattern  ;  that  they  would  be  surprised  and  dismayed  to  learn  that  through  legisla- 
j     tive  "surgery"  these  customary  hospital  services  they  were  promised  under  the 
\     King-Anderson  bill  are  to  be  denied  under  the  basic  coverage  of  H.R.  6675.  How 
I     high  such  bills  would  be,  and  whether  the  aged  patients  would  have  purchased 
i|     the  optional  supplementary  insurance  or  would  otherwise  have  the  funds  to  pay 
them,  are  matters  for  speculation  and  legitimate  concern. 

The  aged  would  be  adversely  affected  not  only  as  hospital  inpatients  but  also 
as  outpatients.  The  basic  coverage,  under  H.R.  6675,  includes  hospital  out- 
patient diagnostic  services  subject  to  a  $20  deductible  to  be  paid  by  the  patient 
But  hospital  diagnostic  services  are  apt  to  be  heavy  in  the  categories  of  X-ray 
j  and  pathology,  both  covered  only  under  the  optional  insurance  portion  of  the 
!  proposed  act.  This  optional  insurance  is  subject  to  a  $50  deductible  and  a  20- 
percent  coinsurance  feature.  All  of  this  signifies  to  us  that  the  aged  patient,  even 
if  he  had  purchased  the  optional  insurance,  would  still  have  to  meet  out  of  his 
own  pocket  the  brunt  of  the  expense  for  outpatient  diagnostic  services,  whereas 
he  had  expected  King-Anderson  to  relieve  him  of  this  burden. 

By  divorcing  these  specialists  from  financial  responsibility  or  accountability  to 
hospitals,  in  such  an  important  piece  of  legislation,  the  Congress  would  set  a 
pattern  which  would  in  time  adversely  affect  the  quality  of  care  to  all  patients. 
Path.ologists  and  radiologists  in  particular,  by  the  nature  of  their  specialties,  are 
in  a  position  to  render  valuable  assistance  to  the  hospital  and  its  medical  staff 
in  measuring  and  improving  the  quality  of  care  throughout  the  institution.  By 
forcing  the  pathologist,  for  example,  to  recover  through  direct  billings  to  patients 
the  time  he  spends  in  performing  autopsies  or  in  keeping  the  hospital  medical 
staff  informed  of  laboratory  results  which  help  to  reveal  the  overall  quality  of 
care  in  the  hospital,  H.R.  6675  would  inevitably  tend  to  discourage  rather  than 
strengthen  such  valuable  hospital  practices. 

There  have  been  numerous  published  statements  on  the  need  to  amend  this 
"unfortunate  feature  of  the  bill.  Enclosed  are  two  which  we  consider  particularly 
valid.  One  is  an  editorial  from  the  New  York  Times  of  March  22.  1965.  The 
other,  a  statement  by  Mr.  Douglas  on  the  floor  of  the  Senate,  appeared  in  the 
Congressional  Record  of  March  29, 1965. 

Again,  we  appreciated  your  meeting  with  the  representatives  of  our  hospitals 
and  your  expressed  willingness  to  pursue  the  matter  upon  your  return  to  Wash- 
ington. If  we  can  provide  any  further  information,  or  if  you  would  like  to 
share  with  ns  your  appraisal  of  the  situation  after  you  have  looked  into  it,  we 
-would  appreciate  hearing  from  you  at  any  time. 
Sincerely, 

Wade  C.  Johnson,  Executwe  Director. 

[From  New  York  Times,  Mar.  22,  1965] 

Backward  Step  on  Medicare 

Not  everything  that  has  been  happening  on  medicare  behind  the  closed  doors  of 
the  House  Ways  and  Means  Committee  has  contributed  to  making  it  a  healthier 
bill.  This  became  clear  with  oflBcial  word  that  the  draft  now  nearing  final  ap- 
proval makes  a  significant — and  expensive — concession  to  the  medical  lobby. 
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The  social  security  part  of  tlie  measure  to  provide  hospital  care  for  the  aged 
has  been  revised  to  exclude  physician  fees  for  X-rays,  radiology,  anesthesiology,, 
pathology,  and  other  services  normally  billed  as  part  of  hospital  charges.  The 
change  represents  a  retreat  from  the  original  administration  proposal — one  that 
not  only  would  reduce  protection  for  the  aged  but  would  also  undermine  the 
existing  coverage  of  such  services  in  Blue  Cross  and  other  hospital  insurance. 

The  House  committee's  plan  to  supplement  medicare  with  a  voluntary  Federal 
program  of  insurance  against  drug  and  doctor  bills  does  not  provide  an  adequate 
offset  for  this  new  charge.  The  companion  program,  though  highly  desirable, 
will  be  voluntary  ;  not  all  the  elderly  will  be  covered  and  not  all  their  medical  bills 
will  be  paid,  since  half  the  expense  of  the  new  program  will  in  any  case  be  met 
out  of  general  tax  funds,  the  proposed  legislation  ought  to  set  some  check  on 
fees.  Otherwise,  the  cost  of  all  medical  care  will  skyrocket.  And  certainly 
the  door  ought  not  be  opened  to  enormous  additional  charges  in  areas  now 
covered  as  part  of  standard  hospital  service. 

Costs  op  Hospital  Services  of  Radiologists,  Pathologists,  Physiatrists,  and 
Anesthesiologists  Under  Medicare 

Mr.  Douglas.  Mr.  President,  together  with  many  others,  I  am  greatly  pleased 
that  the  House  Ways  and  Means  Committee  has  reported  the  so-called  medicare 
bill  and  that  in  all  probability  it  is  destined  for  passage.  I  am  also  glad  that 
they  have  added  to  the  basic  plan  a  supplementary  plan  which  will  provide  for 
voluntary  insurance  with  costs  equally  shared  by  the  insured  person  and  the 
Federal  Government  to  take  care  of  doctor's  services  and  surgical  services. 

There  are,  however,  defects  in  the  House  bill  which  should  be  remedied  by 
the  Senate.  These  shortcomings  include  provisions  relating  to  the  administration 
of  the  program,  as  well  as  the  arbitrary  exclusion  of  certain  vital  and  custo- 
mary hospital  services.  I  expect  that  the  Senate  Finance  Committee  will  study 
in  detail  these  and  other  questions. 

I  think  it  is  important  to  initiate  discussions  immediately,  however,  of  a  most 
serious  and  significant  defect  in  the  bill  as  reported  by  the  House  committee. 
This  serious  defect  is  an  exclusion  of  hospital  services,  which,  if  permitted  to 
become  law,  would  constitute  nothing  less  than  direct  Federal  interference  with 
customary  hospital  practice. 

A  cartoon  appeared  in  the  St.  Louis  Post-Dispatch  a  few  days  ago  which 
showed  a  Member  of  the  other  body  in  a  surgeon's  gov/n.  He  had  extracted 
from  the  patient  lying  on  the  operating  table  a  whole  series  of  internal  organs. 
He  had  them  in  a  glass  container,  and  was  displaying  it  with  jubilation  to  the 
doctors  who  were  in  the  surgical  amphitheater  with  the  comment,  "I  got  every- 
thing out." 

One  of  the  fundamental  parts  of  the  patient  which  was  taken  out — and  which 
should  be  restored — is  payment  under  the  basic  plan  of  the  costs  of  the  hospital 
services  of  radiologists,  pathologists,  physiatrists,  and  anesthesiologists.  This 
is  a  very  serious  defect  of  the  bill.  Along  with  others,  I  hope  to  seek  to  restore 
this  feature  and  others  of  the  original  King- Anderson  bill  as  the  components  of 
the  compulsory  system. 

Under  the  basic  portion  of  the  House  committee's  bill,  the  costs  of  the  hospital 
services  of  radiologists,  pathologists,  physiatrists,  and  anesthesiologists  are  ex- 
cluded as  expenses  for  which  the  hospital  may  be  reimbursed.  I  believe  this 
prohibition  is  unique.  It  is  not  found,  so  far  as  I  can  determine,  in  any  other 
hospital  insurance  program  in  this  country — public  or  private.  Up  to  the  pres- 
ent, where  a  hospital  bill  includes  the  expenses  of  services  rendered  by  any  of 
the  four  medical  specialists  I  have  mentioned :  first.  Blue  Cross  will  pay  for  it ; 
second,  private  hospital  insurance  will  pay  for  it ;  third,  Kerr-Mills  public  assist- 
ance will  pay  for  it;  fourth,  the  Federal  employees'  health  insurance  programs 
will  pay  for  it ;  and,  fifth,  the  medicare  program  for  dependents  of  members  of 
the  Armed  Forces  will  pay  for  it. 

If  we  enact  the  provision  now  in  the  committee  bill  which  excludes  these 
services,  consistency  and  logic  would  seem  to  demand  that  we  exclude  payment 
for  the  services  of  these  four  specialists  from  all  the  health  care  programs 
involving  Federal  financing.  There  are  only  two  apparent  reasons  for  the 
exclusion  of  the  services  of  these  specialists  as  a  reimbursable  hospital  expense. 
Both  reasons  are  inadequate  in  my  opinion.  The  first  of  the  reasons  for  this 
exclusion  apparently  involves  the  gratification  of  the  American  Medical  Asso- 
ciation which  has  made  it  clear  it  does  not  want  to  see  the  services  of  any 
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physician  covered  under  health  care  for  the  aged — regardless  of  whether  that 
physician  is  an  employee  of  a  hospitiil  who  renders  a  basic  hospital  service.  The 
second  motivation  may  be  a  desire  to  reduce  the  cost  of  the  basic  health  care 
plan. 

The  American  Medical  Association  and  certain  of  the  specialty  boards  have 
had  a  longstanding  dispute  with  the  hospitals  of  this  country  over  the  methods 
of  compensating  medical  specialists.  At  the  present  time  such  services  are 
billed  in  a  variety  of  ways — including  direct  billing  by  the  specialists  or  the 
inclusion  of  these  services  in  the  cost  of  hospital  care  as  a  routine  hospital 
expense.  If  we  permit  the  exclusion  now  in  the  House  bill  to  stand,  we  simply 
would  be  taking  the  side  of  the  American  Medical  Association  and  in  effect 
the  Congress  would  join  the  American  Medical  Association  in  its  battle  with 
the  Nation's  hospitals. 

To  show  the  full  deficiency  of  this  provision  in  the  House  committee  bill,  it  is 
sufficient  to  point  out  that  the  services  of  these  specialists  will  be  paid  for  under 
the  House  bill  only  under  the  voluntary  insurance  portion  of  the  bill  and  only 
If  a  specific  fee  is  charged  by  the  doctor  involved.  As  I  have  indicated,  a  number 
of  different  methods  are  now  employed  in  paying  for  these  services.  The  Con- 
gress is  being  asked  to  dictate  a  single  method  which  is  contrary  to  the  usual 
practice  and  opposed  by  the  hospitals. 

Approval  of  these  exclusions  would  also  create  a  situation  which  would  have 
an  inflationary  effect  on  the  costs  of  health  care,  an  inflationary  effect  which 
will  probably  cost  far  more  in  the  long  run  than  any  savings  now  apparent  in 
the  cost  of  the  basic  health  care  plan. 

A  principle  of  the  King-Anderson  bill  has  been  that  hospitals  will  be  reim- 
bursed for  the  care  they  provide  to  beneficiaries  of  the  program  on  the  basis  of 
the  costs  of  services — and  not  on  the  basis  of  hospital  charges.  This  principle 
is  similar  to  that  practiced  by  many  Blue  Cross  plans.  Accordingly,  the  original 
King-Anderson  bill  would  reimburse  the  hospital  for  the  cost  of  the  services 
of  the  medical  specialists  as  a  routine  item,  just  as  do  most  of  the  Blue  Cross 
plans.  But  this  accepted  and  normal  method  of  reimbursement  would  go  out 
the  window  if  the  committee  exclusion  were  permitted  to  stand.  Instead,  pay- 
ment would  be  made  for  these  services  under  the  voluntary  insurance  portion 
of  the  program  on  the  basis  of  the  fees  charged  by  specialists  for  each  individual 
patient.  In  other  words,  we  would  be  committed  to  paying  whatever  charge  the 
specialists  might  want  to  make — and  not  necessarily  the  actual  cost  of  the  serv- 
ice. The  inflationary  possibilities  of  this  are  apparent.  Moreover,  these  pro- 
visions of  the  House  committee  are  inconsistent.  They  would  prohibit  the 
hospital  from  collecting  payment  for  the  expenses  Involved  in  furnishing  the 
services  of  some  of  its  physicians,  but  would  pay  the  hospital  part  of  the  salaries 
of  other  doctors  through  the  reimbursement  of  costs  in  connection  with  services 
rendered  by  interns  and  residents — all  of  whom  are  graduate  physicians.  And, 
many  of  these  doctors — whose  salaries  the  bill  would  pay — are  functioning  in 
■the  fields  of  pathology,  radiology,  physiatry,  and  anesthesiology.  Eecent  studies 
show,  for  example,  that  only  1,550  doctors  of  the  7,300  in  the  specialty  of  path- 
ology are  engaged  in  private  practice,  but  some  1,800  of  these  doctors  are  in- 
volved in  training  programs  in  pathology.  The  bill  would  pay  the  hospitals  for 
the  services  of  those  1,800  doctors  but  not  for  the  more  than  3.000  pathologists 
who  are  either  on  the  hospital  payroll  or  have  some  other  reimbursement  agree- 
ment with  the  hospital.  This  is  indeed  inconsistent  and  inequitable. 

There  is  another  aspect  of  this  discriminatory  exclusion  which  I  find  unsatis- 
factory. It  will  reduce  controls  on  the  quality  of  care.  For  example,  at  the 
present  time,  the  hospital  pathologist  can  go  into  a  medical  staff  meeting  and 
tell  Dr.  Feesplirter  that  25  percent  of  the  tissue  he  removed  was  normal  and 
that  the  surgeon  had  better  be  more  careful  in  his  selection  of  candidates  for 
surgery.  The  pathologist  has  this  freedom  to  criticize  because  he  is  paid  by  the 
hospital,  and  his  responsibility  is  to  the  hospital.  This  freedom  of  action  would 
be  seriously  impaired  by  the  present  House  provision.  The  pathologist  would 
be  dependent  upon  referrals  from  physicians  such  as  Dr.  Feesplitter  for  his 
income.  How  critical  can  he  be  under  such  conditions? 

I  suggest  that  the  Senate  consider  the  following  recommendation  as  one  way 
to  resolve  the  problem  I  have  discussed.  This  suggestion  would  have  the  effect 
of  essentially  preserving  the  variety  of  methods  presently  employed  in  paying  for 
the  services  of  radiologists,  pathologists,  physiatrists,  and  anesthesiologists,  and 
it  is  essentially  parallel  to  the  method  employed  by  Blue  Cross  and  Blue  Shield  in 
paying  for  these  services.   I  would  recommend  that  where  the  hospital  provides 
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the  services  of  ttie  four  specialties,  the  cost  of  these  services  should  be  reim- 
bursable to  the  hospital  under  the  basic  portion  of  the  program.  Where  the 
specialist  bills  the  patient  directly  for  his  services  that  charge  can  be  covered 
under  the  voluntary  insurance  section  of  the  program.  The  status  quo  would 
thereby  be  maintained  and  the  hospitals,  doctors,  the  elderly,  and  the  Nation 
would  benefit. 

Mr,  Gruening,  Mr.  President,  will  the  Senator  yield  at  that  point? 
Mr.  Douglas,  lam  glad  to  yield, 

Mr.  Gruening.  I  wish  to  associate  myself  with  the  views  on  this  subject  of 
my  good  friend  from  Illinois.  I  have  long  felt  that  while  the  proposed  legislation 
was  highly  desirable — and  I  am  a  cosponsor  of  it — it  did  not  go  far  enough.  It 
was  inappropriately  named  a  medicare  bill.  It  has  never  been  a  medicare  bill, 
it  has  been  a  hospital  care  bill,  and  a  limited  one.  It  should  have  been  called 
hospicare. 

I  am  hopeful  that  when  the  bill  comes  to  the  Senate  not  only  will  those 
excisions  of  the  surgery  performed  in  the  House  be  remedied  and  that  it  may 
survive  conference,  but  that  we  may  have  a  bill  that  will  have  some  elements 
of  related  medicare  as  well  as  hospital  care. 

Of  course,  I  do  not  share  the  propaganda  views  that  come  from  the  American 
Medical  Association  that  this  is  some  horror  called  socialized  medicine.  It  will 
not  impose  any  restriction  on  the  medical  profession  and,  of  course,  it  should 
not.  It  is  proposed  legislation  designed  to  provide  long-overdue  relief  for  our 
aged  citizens,  the  great  majority  of  whom  cannot  afford  out  of  their  savings  the 
high  costs  of  hospital  care  when  incapacitating  illnesses  of  long  duration  strike 
one  or  both  in  an  elderly  couple.  I  know  that  the  country  will  support  it  over- 
whelmingly. 

Mr.  Douglas.  I  thank  the  Senator  from  Alaska,  who  is  the  one  "doctor  in  the 
house,"  so  to  speak  although  he  is  a  Member  of  the  Senate.  lie  comes  from  a 
distinguished  medical  family  and  had  a  fine  career  in  medicine  before  he  went 
into  journalism  and  then  into  politics.  He  knows  the  real  "inside"  on  this 
subject. 

I  may  not  go  for  the  total  range  of  medical  services  to  be  provided  but  I  protest 
against  the  elimination  of  payment  for  the  costs  of  the  in-hospital  services  of 
radiologists  physiatrists  pathologists  and  anesthesiologists  from  the  original, 
basic  plan  of  hospital  benefits. 

In  this  connection  I  ask  unanimous  consent  to  have  printed  in  the  Record  at 
this  point  an  editorial  from  the  New  York  Times  of  yesterday,  entitled  "Uni- 
versal Stake  in  Medicare." 

There  being  no  objection,  the  editorial  was  ordered  to  be  printed  in  the  Record, 
as  follows : 

"universal  stake  in  medicare 

"The  expanded  medicare  program  approved  by  the  House  Ways  and  Means 
Committee  promises  benefits  that  go  far  beyond  more  adequate  medical  and 
hospital  service  for  the  elderly.  It  will  ease  emergency  charges  that  have 
wrecked  the  budgets  of  millions  of  American  families  ;  relieve  Blue  Cross  plans  of 
the  most  expensive  item  in  their  cost  spiral — the  heavy  bill  for  patients  over 
65 — and  open  the  M'ay  for  badly  needed  improvements  in  nursing  home  care. 

"The  committee,  for  so  long  the  graveyard  of  medicare,  has  now  greatly 
strengthened  the  original  administration  program.  Most  notable,  of  course,  is 
its  decision  to  supplement  the  basic  hospital  protection  with  a  voluntary  program 
for  insuring  doctor  and  drug  bills, 

"However,  some  surgery  in  the  Senate  or  on  the  House  floor  will  make  the 
measure  still  better.  One  retrogressive  feature  in  the  Ways  and  Means  draft 
is  the  exclusion  from  the  general  social  security  coverage  of  physician  fees  for 
radiology,  pathology,  and  other  services  now  normally  billed  as  part  of  hospital 
charges.  Such  a  change  will  have  an  inflationary  effect  on  all  hospital  costs  r 
it  will  also  undermine  the  trend  President  Johnson  seeks  to  foster  through  his 
overall  national  health  program,  toward  establishing  more  comprehensive  medi- 
cal centers  with  full-time  professional  staffs.  Tighter  controls  over  quality,  cost, 
and  utilization  also  are  needed  in  the  medicare  program,  both  for  its  own  sake 
and  for  its  inevitable  impact  on  general  medical  economics. 

"With  these  desirable  changes,  the  program  can  more  fully  accomplish  its 
enormous  potential  for  contributing  to  the  Great  Society."  (Quoted  from  the 
Congressional  Record.  Senate,  Mar.  29,  1965.) 
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American  Hearing  Society, 
Washington,  D.G.,  May  7,  1965. 

Hon.  Haery  Flood  Byrd, 

Chairman,  Senate  Com?nittee  on  Finance, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Byrd  :  The  American  Hearing  Society,  w^ith  headquarters  at 
919  ISth  Street  NW.,  Washington,  D.C,  is  a  national  federation  of  160  member 
organizations  located  in  40  States  with  a  membership  of  more  than  12,000. 
These  affiliated  organizations  are  concerned  \Yith  rehabilitation  service  programs 
for  the  hearing  and  speech  impaired,  including  those  with  retarded  language 
development. 

The  society  is  concerned  that  H.R.  6675  does  not  include  the  provision  of 
hearing  aids  among  the  medical  and  other  health  services  provided  for  in  the 
bilL    i( See  sec.  1861  (S),  (6)  and  (7),  p.  83.) 

From  such  eminent  medical  authorities  as  Edmund  Prince  Fowler,  M.D., 
director  of  research,  New  York  League  for  the  Hard  of  Hearing,  New  York  City, 
and  Samuel  Rosen,  M.D.,  ear  specialist  in  surgery  of  deafness,  Mount  Sinai 
Hospital,  New  York  Eye  &  Ear  Infirmary,  New  York  City,  we  have  testimony 
that  a  hearing  aid  is  a  replacement  for  the  loss  of  one  of  the  most  important 
senses  of  any  human  being  and,  as  such,  is  surely  as  worthy  of  specific  provision 
as  an  artificial  limb.  It  seems  tragically  shortsighted  to  let  this  bill  get  by, 
excluding  as  it  now  does,  an  essential  and  vital  source  of  help  for  the  large 
proportion  of  our  elderly  population  invisibly  handicapped  by  hearing  loss. 

The  initial  cost  of  a  hearing  aid,  averaging  $275.  is  high.  Its  upkeep  is  a 
continuous,  on-going  expense  that  taxes  the  limited  income  of  many  of  the 
elderly  and/or  rapidly  exhausts  their  meager  savings.  Without  an aid,  the 
hard  of  hearing  individual  becomes  a  lost,  isolated  soul,  cut  off  from  contact 
with  his  fellow  men,  unable  to  participate  in  educational,  civic,  or  social 
activities. 

Although  it  is  difiicult  to  obtain  accurate  and  reliable  figures  of  the  incidence 
of  hearing  loss  in  the  United  States,  it  is  estimated  that  there  are  at  least  15 
million  ranging  from  mild  to  severe  loss.  This  is  by  far  the  largest  single 
disability  category. 

An  estimated  43  percent  have  moderate  hearing  loss.  In  order  to  function 
effectively  in  personal,  social,  and  occupational  situations,  they  need  a  variety 
of  specialized  treatment,  training,  therapeutic,  and  prosthetic  services  based 
upon  adequate  evaluations.  Five  percent  can  be  classified  as  severe  requiring 
more  intensive  treatment,  training,  therapeutic,  and  prosthetic  services.  With 
respect  to  age  levels  of  those  with  moderate  to  severe  loss  almost  6  million  are 
adults. 

The  degree  of  impairment  increases  with  age.  In  carefully  controlled  tests  of 
reliable  population  samples,  4  percent  of  those  in  their  fifties  have  been  found 
to  have  medically  significant  hearing  loss.  Among  those  over  65,  the  figure  rises 
to  9  percent. 

The  American  Hearing  Society  urges  the  Committee  on  Finance  to  amend 
H.R.  6675  to  provide  for  the  provision  of  hearing  aids  as  one  of  the  medical  and 
other  health  services  which  may  be  provided.    The  society  would  like  to  be 
recorded  in  the  ofiicial  record  in  favor  of  such  an  amendment. 
Sincerely, 

Ceayton  Walker,  Director. 


National  Association  of  Casualty  and  Surety  Agents, 

Office  of  the  Executive  Secretary, 

ISlew  York,  2V'.y.,  May  7, 1965. 

Senator  Harry  F.  Byrd, 
Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Byrd  :  On  behalf  of  the  entire  membership  of  the  National 
Association  of  Casualty  and  Surety  Agents,  an  organization  consisting  of  many 
hundreds  of  American  independent  insurance  agents  and  brokers,  and  encom- 
passing residents  of  every  State  in  America,  I  would  respectfully  convey  to 
you,  and  to  each  member  of  the  Senate  Finance  Committee,  a  resolution  which 
was  unanimously  adopted  by  our  board  of  directors  at  its  1965  midyear  meeting, 
held  last  week  in  New  Orleans.  La. 
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The  enclosed  resolution  is  self-explanatory,  and  we  believe  serves  to  point 
up  the  inherent  dangers  in  section  303  of  H.R.  6675,  known  as  the  Social 
Security  Amendments  of  1965. 

We  respectfully  urge  you  and  the  other  members  of  the  Senate  Finance  Com- 
mittee to  give  serious  consideration  to  the  ramifications  of  section  303,  in  your 
committee's  deliberations  on  H.R.  6675. 
Most  sincerely, 

Bruce  T.  Wallace. 


Whereas  the  State  workmen's  compensation  system  has  provided  protection 
for  employees  and  their  employers  for  over  50  years  ;  and 

Whereas  the  operation  of  the  State  workmen's  compensation  system  is  being 
increasingly  adversely  affected  by  the  cons'tantly  broadening  encroachment  of  the 
social  security  system  into  the  field  of  work  injuries ;  and 

Whereas  H.R.  6675,  known  as  the  Social  Security  Amendments  of  1965,  would 
greatly  expand  the  area  of  duplication  by  making  far-reaching  changes  in  the 
definition  of  disability  under  the  Social  Security  Act ;  and 

Whereas  no  public  hearings  were  held  by  the  House  of  Representatives  or  its 
committees  on  the  adverse  effects  of  this  change  on  workmen's  compensiation  and 
the  dther  systems:  of  compensating  for  disability ;  and 

Whereas  this  change  in  the  definition  of  disability  was  unexpectedly  inserted 
in  H.R,  6675  and  no  opportunity  was  afforded  interested  persons  to  be  heard  or  to 
present  amendments  after  the  bill  was  introduced,  few  even  being  aware  that 
this  change  had  been  made ;  and 

Whereas  no  information  has  been  made  available  as  to  the  cost  of  this  pro- 
posal, its  adverse  effects  on  the  rehabilitation  of  individuals  injured  in  industry 
and  the  prevention  of  industrial  accidents  and  diseases ;  and 

Whereas  this  amendment  would  have  a  most  serious  impact  on  State  work- 
men's compensation  laws ;  and 

Whereas  H.R.  6675  is  now  pending  for  action  before  the  Senate  of  the  United 
States  and  hearings  on  this  measure  will  be  held  by  the  Senate  Finance  Com- 
mittee beginning  in  the  very  near  future  :  Now,  therefore,  be  it 

Resolved,  That  the  board  of  directors  of  the  National  Asisociation  of  Casualty 
and  Surety  Agents,  assembled  in  midyear  meeting  this  29th  and  30th  of  April 
1965,  hereby  records  its  opposition  to  the  broadening  of  the  definition  of  dis- 
ability as  provided  in  section  303  of  H.R.  6675  and  that  the  membership  of  the 
National  Association  of  Casualty  and  Surety  Agents  is  urged  to  convey  to  their 
Senators  and  Congressmen  their  conviction  that  section  303  of  this  bill  should 
be  eliminated  or  an  appropriate  Offset  for  workmen's  compensation  inserted  ;  and 
be  it  further 

Resolved,  That  a  copy  of  this  resolution  be  sent  to  all  members  of  the  National 
Association  of  Casualty  and  Surety  Agents  and  an  appropriate  statement  in 
accord  with  the  sentiments  of  this  resolution  be  presenlted  to  the  members  of 
the  Senate  Finance  Committee. 


Curative  Workshop  of  Mllwaukee, 

MiUvaulcee,  Wis.,  April  19, 1965. 
Re  legislation  on  health  care  for  the  aged.  H.R.  6675,  and  corresponding  Senate 
bill. 

Senator  William  E.  Proxmire, 
Senate  Office  Building, 
Washington,  D.C. 

Hon.  Senator  Proxmire  :  I  was  requested  to  write  you  on  behalf  of  institutions 
similar  to  the  Curative  Workshop  of  Milwaukee  who  are  concerned  over  the  Fed- 
eral legislation  on  health  care  for  the  aged  recently  passed  by  the  House  of 
Representatives  and  shortly  to  be  considered  by  the  U.S.  Senate. 

We  are  concerned  that  the  proposed  Federal  legislation  will  clearly  specify 
that  outpatient  treatment  institutions  and  rehabilitation  centers  like  the  Cura- 
tive Workshops  of  Milwaukee,  Green  Bay,  and  Racine,  and  other  similar  institu- 
tions who  engage  certified  physicians,  physical,  occupational,  and  speech  thera- 
pists, will  be  included  as  eligible  renderers,  or  providers  of  physical,  occupa- 
tional and  speech  therapy  services  for  the  aged.  We  may  add  that,  in  addition 
to  the  outpatient  services,  the  Curative  Workshops  of  Milwaukee,  Green  Bay, 
and  Racine,  also  operate  home  service  programs.    Under  a  physician's  pre- 
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S€ription,  they  provide  physical,  occupational  and  speech  therapy  services  to  the 
aged  in  their  homes  to  keep  them  functioning  at  maximum  levels  in  independent 
living  activities  and  homemaking  functions. 

During  the  1964  fiscal  year,  the  Curative  Workshop  of  Milwaukee  served 
3,986  different  persons  of  which  about  18  percent,  or  717  of  these  patients,  were 
65  years  of  age  or  over.  I  believe  you  will  find  a  similar  distribution  of  patients 
at  the  Racine  and  Green  Bay  Curative  Workshops. 

During  the  past  45  years  of  its  existence,  the  Curative  Workshop  of  Milwau- 
kee's certified  therapists  have  served  thousands  of  aged  persons  on  an  outpatient 
basis  and  in  their  homes,  restoring  them  physically  and  keeping  them  functioning 
on  a  maximum  level  at  a  minimum  cost  to  themselves  and  the  taxpayers.  These 
medical  and  rehabilitation  services  have  prevented  or  reduced  costly  hospitaliza- 
tions and  other  medical  procedures,  but  most  important,  these  services  have 
helped  to  keep  the  family  units  functioning  harmoniously  together,  prevented 
dependency  among  the  aged  and  kept  many  of  the  aged  out  of  costly  institutions. 

We  are  proud  of  our  coutribultions  to  the  a^d  population  and  ask  that  you 
make  certain  that  this  legislation  will  clearly  include  the  purchase  of  physical, 
occupational  and  speech  therapy  provided  by  certified  therapists  under  a  quali- 
fied physician's  direction  from  our  respective  institution,  on  an  outpatient  and 
home  service  basis. 

We  will  appreciate  hearing  from  you  at  the  earliest  convenience. 
Sincerely, 

T.  S.  Allegrezza,  Executive  Director. 


Statement  of  Orville  F.  Grahame,  Vice  President  and  General  Counsel  of 
THE  Paul  Revere  Life  Insurance  Co.  and  the  Massachusetts  Protective 
Association,  Inc.,  of  Worcester,  Mass.,  to  the  Senate  Finance  Committee 
ON  H.R.  6675  Relating  to  the  Social  Security  Amendments  of  1965  With 
Particular  Reference  to  Section  303  of  H.R.  6675 

Our  organization  has  been  in  the  accident  and  health  insurance  business  since 
1895  and  is  one  of  the  largest  writers  of  guaranteed  premium  noncancellable 
and  guaranteed  renewable  coverage.  We  are  licensed  for  both  companies  in  all 
States  and  the  District  of  Columbia,  and  we  also  do  business  in  a  number  of  the 
provinces  of  Canada. 

The  issues  discussed  in  this  statement— We  object  to  both  the  change  in  the 
definition  of  disability  and  to  the  provision  to  pay  for  the  sixth  month  of  disabil- 
ity, as  set  forth  in  section  303  of  H.R.  6675. 

We  are  very  much  concerned  that  the  proposed  amendments,  while  perhaps 
suggested  as  technical  amendments,  will  seriously  interfere  with  the  offering  of 
disability  insurance  coverage  on  a  private  insurance  basis. 

Qualifications  of  tvriter. — The  person  making  this  statement  is  a  lawyer  and 
fellow  of  the  Insurance  Institute,  and  has  been  and  is  active  in  both  life  and 
health  insurance  trade  associations  organizations  dealing  with  social  security 
legislative  problems,  and  currently  is  chairman  of  a  trade  association  legislative 
committee  dealing  with  State  problems. 

The  writer  also  has  been  active  in  a  number  of  c-onferences  and  committees  on 
a  local.  State,  university,  and  national  basis  which  considered  problems  of  the 
aging.  This  included  membership  on  the  National  Advisory  Committee  of  the 
White  House  Conference  on  Aging  in  1961.  His  assignment  at  the  Conference 
was  to  the  Planning  Committee  on  Income  Maintenance  headed  by  Dean  Charles 
I.  Schottland,  former  Commissioner  of  Social  Security,  Department  of  Health, 
Education,  and  Welfare.  In  addition  to  chairing  a  work  group,  he  was  a  member 
of  the  Recommendations  Committee  of  the  Income  Maintenance  Section  which 
made  a  number  of  specific  recommendations  including  a  position  on  financing  of 
medical  care,  all  of  which  he  supported. 

His  personal  support  for  this  "progressive"  position  was  on  the  premise  that 
for  persons  under  age  65  private  industry  was  doing  and  could  do  an  eflScient 
and  effective  job  on  health  care  and  in  the  field  of  disability  insurance,  and  would 
be  permitted  and  encouraged  by  government  to  do  so.  Thus,  in  the  political 
spectrum,  the  writer  would  like  to  be  considered  to  be  in  the  middle  of  the  road, 
believing  there  is  a  proper  place  for  both  government  and  private  industry  in 
the  social  security  area,  a  position  he  supports  in  the  National  Council  on  Aging. 

Government  disatility  insurance  does  not  help  private  insurance. — It  cannot 
be  argued  successfully  that  Government  disability  insurance  is  a  "good  thing" 
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for  private  insurance.  In  life  insurance  it  is  difficult  to  be  overinsured  as  few 
can  pay  the  full  premiums,  and  very,  very  few  wish  to  die  right  away  to  collect. 
So  life  insurance  can  be  piled  on  some  moderate  amount  of  social  insurance. 
However,  in  disability  insurance  in  the  lower  income  brackets  there  is  no  upper 
layer  of  income  to  insure  due  to  the  fact  that  experience  has  shown  it  is  unwise 
to  pay  a  man  as  much,  or  nearly  as  much,  disabled  as  you  would  pay  him  if  well 
and  working.  In  disability  insurance  he  is  free  on  the  basis  of  subjective  symp- 
toms to  elect  nonemployment  or  -early  retirement.  Hence,  we  do  not  like  to 
insure  over  60  to  80  percent  of  a  man's  income,  especially  considering  that  dis- 
ability benefits,  both  Government  and  private,  are  not  taxable. 

Disability  benefits  were  provided  under  the  Social  Security  Act  in  1956.  At 
that  time  there  were  41,688,000  persons  report'ed  to  be  covered  with  private  loss 
of  income  disability  insurance  coverage.  This  had  gone  up  from  26,229,000  in 
1946.  In  1963,  the  total  was  only  46,956,000.  It  would  thus  appear,  even  though 
the  total  work  force  has  an  upper  limit,  that  the  disability  provision  in  the 
Social  Security  Act  may  well  have  deterred  the  growth  of  private  disability 
insurance. 

CHANGE  IN  DEFINITION  OF  DISABILITY 

The  elimination  of  the  provision  for  long-continued  and  indefinite  duration  of 
Ihe  disability  in  the  present  law  admittedly  may  give  some  help  in  administering 
the  law  on  certain  problems  but  probably  will  bring  some  other  difliculties. 
Senators  and  Congressmen  may  have  received  complaints  on  the  present  pro- 
vision, but  that  is  in  the  nature  of  disability  insurance.  There  will  be  complaints 
galore  in  any  hospital  or  medical  plan  for  people  over  age  65.  Tiiere  well  may 
be  more  complaints  under  the  proposed  language  for  disability  than  now  since 
people  can  differ  on  the  fact  of  disability,  and  there  will  not  be  the  same  language 
support  for  any  Government  contention  of  nouexisting  disability. 

The  contention  that  private  insurers  use  such  a  clause  as  proposed  is  generally 
true,  but  this  raises  the  basic  question  of  whether  Government  intends  to  take 
care  of  early  retirement  due  to  disability,  or  whether  it  intends  to  go  into  a  com- 
peting temporary  disability  insurance  business. 

There  is  also  another  question  not  answered  to  our  satisfaction.  Is  there  not 
another  possible  remedy  for  the  case  where  no  one  knows  whether  or  how  soon 
a  disabled  person  will  recover  from  disability?  Perhaps  in  such  cases  a  decision 
could  be  made  on  some  other  test,  as  (1)  hospital  or  house  confinement  for  a 
specified  period,  or  (2)  total  disability  for  a  longer  period,  as  2  years,  as  a  supple- 
ment to  the  long-continued  and  indefinite  duration  requirement. 

The  proposed  language  will  remove  a  large  area  of  the  market  for  private 
insurance.  It  is  not  believed  that  the  Congress  intends  this  consequence.  Some 
feel  we  are  not  dealing  with  the  issue  of  a  fioor  of  protection  but  with  the 
nationalization  of  disability  insurance. 

PAYMENT  FOR  THE  6TH  MONTH 

The  payment  for  the  6th  month  is  also  an  amendment  probably  intended  to 
facilitate  administration,  but  it  is  especially  irritating  to  private  insurers,  as  it 
is  a  definite  further  step  into  the  field  of  disability  insurance.  Many  group 
plans  pay  for  26  weeks  or  6  months.  There  are  also  workmen's  compensation 
complications  being  called  to  your  attention.  Several  States  have  cash  sickness 
plans  covering  6  months.    This  overlap  of  benefits  is  socially  undesirable. 

If  it  is  contended  that  an  "administrative"  change  is  needed  to  pay  for  the 
6th  month,  it  can  be  argued  later  it  ought  to  be  made  to  pay  for  the  5th  month, 
the  4th  month,  and  so  on. 

If  the  waiting  period  has  been  served,  and  the  7th  month  of  disability  has 
transpired,  no  one  objects  to  prompt  payment.  Also,  if  there  is  any  part  of  a 
fractional  month  of  disability  that  is  ignored,  some  way  should  be  found  to  run 
the  6  months  from  the  commencement  date  of  disability.  Private  insurers  do 
that.    Otherwise,  we  suggest  the  law  should  stay  as  it  now  is. 

Not  thoroughlj/  considered. — The  Forand  bill,  the  King-Anderson  bill,  and  the 
other  bills  on  "medicare"  resulted  in  much  consideration  of  the  pros  and  cons 
in  countless  conferences,  TV  debates,  and  in  the  Halls  of  Congress,  and  indeed 
in  several  presidential  campaigns.  There  has  not  been  time  or  the  opportunity 
to  carefully  consider  these  disability  amendments.  It  is  believed  this  is  true 
of  those  advocating  them  and  of  those  who  are  critical  of  them.  Certainly,  the 
public  has  had  no  chance  to  consider  such  amendments,  and  we  have  not  here- 
tofore had  any  opportunity  to  discuss  such  amendments  with  Members  of  the 
Congress  or  with  the  Department  of  Health,  Education,  and  Welfare. 


SOCIAL  SECURITY 


1157 


RECOM^[ENDATION 

In  view  of  the  foregoing,  we  sincerely  and  strongly  recommend  that  the  above- 
mentioned  amendments  contained  in  section  303  of  H.R.  6675  be  deleted  (or 
altered  in  some  way  as  suggested  to  solve  any  reasonable  administrative  prob- 
lem) without  changing  the  basic  nature  of  the  benefit. 
Eespectfully. 

Orville  F.  Grahame. 


Statement  of  the  American  College  of  Radiology  Submitted  by  Wallace  D. 
Buchanan,  M.D.  President 

The  members  of  the  American  College  of  Radiology  appreciate  the  opportunity 
offered  by  the  Senate  Finance  Committee  to  support  provisions  for  payment  for 
physician  services  in  the  field  of  radiology  and  three  other  specialties  in  the 
voluntary  medical  care  insurance  section  of  H.R.  6675,  title  XVIII,  part  B,  now 
pending  before  the  committee. 

The  members  of  the  American  College  of  Radiology  favor  retention  of  the 
language  in  H.R.  6675  and  are  opposed  to  any  amendment  of  the  bill  which  would 
■define  their  professional  services  as  hospital  services  under  title  XVIII,  part  A, 
or  provide  for  compensation  for  physician  services  through  hospitals  or  other 
institutions. 

This  statement  Vv  ill  be  confined  to  this  important  matter. 

The  members  of  the  American  College  of  Radiology  are  6,200  doctors  of  medi- 
cine, more  than  90  percent  of  those  Vv'ho  specialize  in  radiology  in  the  United 
States,  and  also  the  1.400  physicians  currently  in  ti'aining  in  this  specialty. 
The  opinions  expressed  in  this  statement  are  based  upon  actions  of  college 
deliberativ'e  bodies. 

The  practice  of  radiology  is  the  practice  of  medicine  and  is  so  recognized  by  all 
medical  associations,  within  Government  medical  services,  by  courts  and  other 
agencies  of  Government.  Radiologists  have  completed  a  4-year  course  in  medical 
school,  a  year  of  internship,  a  training  program  in  the  medical  uses  of  X-rays  and 
radioactive  materials  of  from  3  to  4  years,  and  have  passed  an  examination  by 
a  special  certifying  board  in  the  field  of  radiology. 

In  medical  uses  of  radiation,  a  physician  must  in  each  instance  decide  whether 
the  possible  gain  from  exposing  the  particular  patient  outweighs  the  hazard  of 
use.  Only  a  doctor  can  evaluate  what  is  a  sufiicient  medical  return  to  the 
patient  for  the  radiation  expended.  This  is  a  medical  decision,  not  administra- 
tive. Such  decisions  should  not  be  placed  under  control  of  hospitals.  This 
professional  nature  of  medical  radiology  is  recognized  in  the  educational  pro- 
i  graining  of  the  USPHS.  The  definition  of  radiology  as  a  hospital  service  in  a 
i  Federal  law  would  inhibit  efforts  of  the  profession  and  the  Government  to 
I     improve  medical  uses  of  radiation  by  physicians. 

'  Ten  to  fifteen  percent  of  the  practice  of  radiologists  involves  the  treatment  of 
various  diseases,  chiefly  cancers.    Approximately  70  percent  of  all  patients 

I     developing  cancer  are  treated  with  radiation  by  radiologists.    In  treating  with 

!  radiation,  adequate  equipment  is  desirable  and  necessary  but  the  apparatus  is 
far  less  important  than  the  competence  of  the  physician  using  it.  The  radiolo- 
gist must  decide  whether,  how  and  when  to  treat  each  individual  patient.  The 
patient's  age,  sex,  physical  condition,  psychologic  state,  family  situation  and  the 
like,  all  have  a  bearing  on  medical  decisions  that  must  be  made.    This  is  the  art 

}  of  medicine,  and  it  has  a  tremendous  influence  on  whether  and  how  a  patient 
reacts  to  treatment. 

:  The  report  of  the  President's  Commission  on  Heart  Disease,  Cancer  and 
Stroke  repeatedly  recognizes  the  vital  role  of  radiologists  in  the  treatment  of 
cancer,  and  the  necessity  of  Increasing  the  number  of  trained  radiotherapists. 
The  report  says  in  part,  "With  properly  trained  radiation  therapists  available, 
improvement  in  most  of  the  cure  rates  would  be  immediately  possible  for  those 
patients  with  lesions  suitable  for  such  treatment." 

Eighty-five  to  ninety  percent  of  radiologic  practice  is  the  diagnosis  of  human 
illnesses.  At  least  one-fourth  of  all  important  decisions  in  medical  practice  are 
based  upon  the  interpretation  of  radiologic  examinations.  With  X-rays  and 
radioactive  isotopes,  radiologists  are  now  examining  every  system  of  the  human 
body.  In  performing  physical  examinations  of  patients  by  using  X-rays,  vre 
personally  do  all  fluoroscopy,  interpret  every  flam  made,  dictate  a  report  on  every 

i     examination,  consult  with  other  physicians,  and  many  of  us  inject  the  drugs 
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used  in  complex  procedures  and  wait  with  patients  to  handle  adverse  reactions. 

In  both  diagnosis  and  treatment,  the  physician's  service  needs  to  be  individ- 
ualized for  the  particular  patient,  and  the  medical  decisions  of  the  doctor  should 
not  be  placed  under  the  administrative  control  of  a  nonphysical  administrator, 
or  board  of  trustees.  Adoption  of  amendment  79  would  establish  such  adminis- 
trative control. 

Radiologists  also  occupy  a  vital  position  in  radiation  safety  and  protection,  a 
field  which  involves  the  future  of  the  human  race.  Better  and  safer  uses  of 
radiation  in  medicine,  agriculture,  astrophysics,  biophysics,  commerce,  and  in 
the  military  require  radiologic  guidance.  Radiologists  have  supplied  leadership 
in  radiation  protection  in  the  United  States  and  internationally  for  more  than 
40  years.  These  services  are  provided  by  men,  not  machines.  The  total  invest- 
ment in  radiologic  installations  is  all  but  valueless  without  the  radiologists  who 
must  interpret  the  data  produced  by  the  installations.  The  machines  and  X-ray 
films  are  merely  tools,  and  the  technologic  personnel  are  helpers  of  the  medical 
radiologists. 

As  physicians,  radiologists  practice  in  many  settings  to  make  their  services 
available  to  all  types  of  patients.  Many  operate  private  ofllces.  Some  have  pri- 
vate offices  and  also  practice  in  one  or  more  hospital  radiology  departments. 
Some  are  in  clinic  practice  and  others  are  teachers  in  medical  schools.  All  regard 
themselves  as  physicians  and  regard  their  services  to  patients  as  medical  serv- 
ices.  These  services  are  the  same,  regardless  of  the  site. 

The  entire  medical  professional  realizes  that  to  define  the  radiologist's  pro- 
fessional service  as  a  hospital  service  would  impair  his  i)erformance  as  a  practi- 
tioner of  medicine,  just  as  the  services  of  the  general  practitioner,  internist  or 
surgeon  would  suffer  if  his  services  were  so  defined.  Radiologists  are  human 
beings.  For  high  morale  and  best  performance,  they  must  be  able  to  work  with 
dignity,  be  on  a  par  with  other  doctors  and  enjoy  professional  freedom. 

Some  of  the  reasons  not  to  define  a  physician's  practice  in  radiology  as  a  hos- 
pital service  are  as  follows : 

1.  A  radiologist,  or  any  other  physician,  performs  best  under  circumstances 
which  permit  freedom  from  administrative  interference  in  the  service  he  per- 
forms for  the  individual  patient.  The  members  of  the  American  College  of 
Radiology  are  convinced  that  the  forced  placement  of  their  professional  services 
under  hospital  control  as  proposed  in  amendment  79  would  result  in  domination 
of  their  specialty  by  hospitals.  This,  they  feel,  would  be  contrary  to  the  public 
interest,  and  the  interests  of  individual  patients,  the  sick  persons  who  are  the 
primary  concern  of  all  doctors. 

2.  Radiologists  know  that  the  difficult  task  of  recruiting  bright  young  doctors 
into  radiology  in  the  face  of  the  appeal  of  other  medical  specialties  has  been 
made  harder  because  of  the  continuing  unrest  between  radiologists  and  hos- 
pitals, and  because  of  the  threat  of  being  segregated  from  medical  practice  by 
definition  as  a  hospital  service  under  a  Federal  law. 

Current  recruitment  for  radiology  returns  an  increase  of  some  5  percent 
yearly  over  deaths,  including  foreign  physicians  who  often  return  to  their  own 
countries.  At  the  same  time,  the  uses  of  radiology  in  the  diagnosis  and  treat- 
ment of  diseases  has  increased  more  than  12  percent  annually  for  many  years. 
The  increasing  complexities  of  new  procedures,  such  as  intricate  heart  examina- 
tions, makes  the  actual  increase  in  the  radiologist's  time  expended  closer  to 
20  percent.  In  1963,  only  three  out  of  four  openings  in  radiology  training  pro- 
grams for  physicians  were  filled.  The  percentages  in  the  surgical  specialties 
and  internal  medicine  were  much  higher,  while  programs  in  pathology  and  anes- 
thesiology also  went  relatively  unfilled.  In  1958  there  were,  1,389  physicians  in 
radiology  residency  training  programs,  and  in  March  1964,  there  were  only 
1,395.  During  this  same  period  of  time,  the  volume  of  radiologic  examinations 
in  hospitals  increased  72  percent. 

[Radiologists  believe  that  this  is  a  clear  indication  of  the  impossible  recruiting 
task  they  will  face  if  amendment  79  is  adopted.  We  will  not  be  able  to  attract 
men  into  a  specialty  defined  as  a  hospital  service. 

3.  Radiology  services  are  covered  in  most  Blue  Shield  plans  (65  out  of  71  in 
1963)  along  with  services  of  other  physicians.  This  has  assisted  patients  in 
financing  health  care  and  has  not  disrupted  medical  practice  or  hospital 
administration. 

Radiologists  would  have  preferred  to  have  the  total  payment  for  their  services 
placed  in  the  voluntary  insurance  portion  of  H.R.  6675,  and  then  to  reimburse 
hospitals  for  space,  supplies,  personnel  furnished,  etc.    We  believe  that  this 
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would  provide  maximum  physician  control  over  the  service  rendered  to  each 
!     patient.    We  recognize,  however,  that  the  House  of  Representatives  in  adopting 

H.R.  6675  believed  that  such  treatment  of  our  specialty  would  differentiate  it 
i     from  surgery,  general  practice  and  other  branches  of  medicine.    In  H.R.  6075 

the  hospital  directly  collects  its  costs  for  the  operating  room,  the  hospital  bed, 
i     the  radiology  department,  and  drugs  provided  to  patients  served  by  surgeons, 

generalists,  radiologists,  etc.    The  House  of  Representatives  decided  to  treat 

all  physicians'  services  alike  and  all  hospital  costs  alike.  fWe  accept  this  equal 
1     treatment  under  the  law  and  oppose  the  discriminatory  treatment  explicit  in 

amendment  79. 

j        In  1965  medical  practice  is  highly  interdependent.    If  radiology  is  down- 
graded  by  definition  as  a  hospital  service,  medical  care  available  to  all  patients 
I    in  all  branches  of  medicine  will  suffer. 

i        4.  We  are  basically  interested  only  in  high  level  radiology  services  for  patients 
now  and  in  the  future.    We  cannot  now  provide  such  under  hospital  domination, 
and  we  cannot  recruit  bright  young  doctors  to  provide  such  in  the  future  if  we 
I     are  excepted  from  the  practice  of  medicine  under  a  Federal  law.   In  the  practice 
j     of  radiology  there  is  in  each  instance  a  patient  and  in  each  instance  a  radiologist 
I     who,  as  a  physician,  is  directing  his  best  efforts  toward  nothing  but  the  diag- 
I     nosis,  or  treatment,  of  that  individual  patient.    This  is  the  relationship  we  vdsh 
I     to  have  with  patients  over  65  under  H.R.  6675 ;  we  do  not  wish  to  face  them  as 
hospital  employees  with  conflicting  responsibilities  to  hospital  corporations.  We 
I     are  anxious  to  work  with  hospitals.  Government,  and  insurers  to  provide  the 
best  possible  medical  care  to  patients  at  a  reasonable  cost  within  the  terms  of 
the  law  that  is  passed.    We  are  ready  to  so  cooperate  now,  or  at  any  time  in 
the  future.    We  ask  only  that  we  be  allowed  to  do  this  as  doctors  of  medicine 
under  the  same  terms  as  the  Congress  provides  other  physicians  under  the  same 
law. 

1 

Extend  to  the  Disabled  Beneficiaries  the  Same  Health  Care  Provided  to 
THE  Aged  in  H.R.  6675,  Statement  of  Representative  Carl  D.  Perkins  of 
Kentucky 

Mr.  Chairman,  I  appreciate  the  opportunity  to  appear  before  this  committee  to 
•express  my  hope  for  favorable  consideration  of  the  bill.  H.R.  6675.  wliieli  would 
provide  a  broad  program  of  health  care  for  all  people  in  the  country  when  they 
reach  their  65th  birthday. 

My  purpose  in  appearing  before  you  today,  however,  is  not  to  comment  in  detail 
on  the  merits  of  the  legislation  passed  by  the  House,  but  rather  to  urge  that  the 
benefits  contained  in  the  House  bill  be  extended  also  to  those  disabled  persons 
who  are  now  drawing  social  security  benefits  and  those  who  will  qualify  in  the 
future.  The  report  of  the  advisory  council  on  social  security,  which  appeared  in 
January  of  this  year,  made  such  a  recommendation  as  one  of  its  proposals  for  the 
logical  improvements  at  this  time  of  our  existing  social  security  structure.  This 
oouncil  made  up  of  12  outstanding  authorities  representing  labor,  the  insurance 
industry,  the  medical  profession,  industry,  public  welfare,  and  experts  in  the 
university  world,  concluded : 

"Hospital  expenses  are  a  serious  problem  for  the  totally  disabled  too.  Like 
the  aged,  they  too  are  hospitalized  frequently  and  in  many  cases  their  hospital 
stays  are  long.  According  to  a  survey  of  workers  found  disabled  under  the  social 
security  disability  provisions  (conducted  by  the  Social  Security  Administration 
in  1960),  about  one  out  of  five  disability  beneficiaries  under  social  security 
received  care  in  short-stay  hospitals  in  the  survey  year ;  and,  excluding  hospital- 
izations in  long-term  institutions,  half  of  those  hospitalized  were  in  the  hospital 
for  3  weeks  or  more." 

For  this  reason  recommendation  number  II  of  the  report  reads,  in  its  first 
sentence,  "The  council  proposes  hospital  insurance  protection  for  those  65  or 
over  and  for  disabled  social  security  beneficiaries." 

Mr.  Chairman,  I  am  aware  of  the  fact  that  most  previous  proi)Osals  for  health 
Insurance  for  the  aged  have  not  included  the  disabled  but  it  has  always  seemed 
to  me  to  be  a  major  oversight  of  these  proposals.  It  is  hard  for  me  to  understand 
how  we  can  exclude  from  the  program  the  relatively  small  group  of  people  who 
have  been  adjudged  by  the  Social  Security  Administration  to  be  so  seriously 
handicapped  that  their  infirmities  entitle  them  to  benefits  because  they  are  unable 
to  work.    As  we  know,  the  definition  for  determining  disability  is  a  very  strict 
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one — too  strict  I  have  always  believed.  But  the  fact  remains  that,  because  of 
the  strictness  of  that  definition  an  extension  at  this  time  of  the  medical  care 
provided  in  this  bill  to  the  some  910,000  disabled  workers  now  drawing  benefits 
would  seem  to  be  a  relatively  small  but  highly  important  addition  to  the 
legislation. 

It  is  hard  for  me  to  understand  why  those  victims  of  a  severely  crippling  acci- 
dent or  illness,  arising  out  of  circumstances  beyond  their  control,  have  been  so 
often  overlooked  in  our  consideration  of  social  security  legislation  through  the 
years.  One  of  my  first  concerns,  when  I  came  to  the  Congress  in  1949,  was  to 
extend  the  protection  provided  by  the  cash  benefits  program  to  these  people.  I 
introduced  a  bill  into  the  Congress  to  accomplish  this  purpose  into  that,  and  sub- 
sequent Congresses.  But  not  until  7  years  later,  in  the  1956  amendments,  were 
we  able  to  prevail  in  that  area.  Now  that  we  are  reaching  the  final  weeks  of 
consideration  of  another  very  important  broad  step  forward  in  the  structure  of 
our  social  security  system — the  addition  of  a  health  insurance  program  for  the 
aged — I  would  hope  that  the  disabled  will  not  again  be  overlooked.  I  urge  this 
committee,  in  its  wisdom,  to  make  this  reasonable  addition  to  the  bill  when  they 
report  it  to  the  Senate. 


Statement  to  the  Senate  Finance  Committee  by  the  President  of  the 
Medical  Society  of  the  District  of  Columbia 

The  Medical  Society  of  the  District  of  Columbia  believes  that  House  bill  6675^ 
is  a  progressive  step  in  the  field  of  health  care.  The  executive  committee  and 
a  special  committee  of  our  medical  society  have  evaluated  H.R.  6675  in  con- 
siderable detail.  Being  practicing  physicians,  we  are  not  accustomed  to  legis- 
lative language;  nevertheless  we  believe  that  any  Federal  legislation  in  the 
health  field  should  have  the  following  goals  : 

First,  simplicity  of  legislation  so  as  to  provide  ease  of  administration. 
Second,  provision  for  as  adequate  a  program  of  medical,  hospital,  and 
related  health  services  as  is  feasible. 

Third,  a  minimum  of  interference  by  any  "third  party,"  especially  a 
Federal  agency  of  large  dimensions,  between  patient  and  physician. 
With  these  in  mind  this  medical  society  has  officially  endorsed,  as  long  ago 
as  last  November,  a  Federal  program  for  those  over  65  years  of  age  based  on 
a  proven  Federal  Government  program — the  Federal  Employees  Health  Bene- 
fits program.  This  program  has  been  in  operation  for  5  years  and  covers  not 
only  Federal  employees  but  also  Federal  retirees,  roughly  6  million  people. 

In  comparing  this  program  with  the  proposed  bill,  the  following  points  seem 
important : 

The  FEHB  plan  is  more  simple  in  administration  than  H.R.  6675.  Ex- 
perienced administrative  agencies  are  already  functioning. 

It  has  proved  to  be  adequate  "benefitwise,"  and  when  supplemented  by 
an  imi)lemented  Kerr-Mills  law  would  cover  practically  all  possible  needs 
of  health  care. 

It  in  no  way  interferes  with  the  patient-physician  relationship,  and  leaves 
such  controls  of  medical  practice  as  are  necessary  in  the  hands  of  an 
experienced  and  proven  system  already  in  operation. 

Physicians,  hospital  administrators,  and  others  in  the  health  field  are 
acquainted  with  the  FEHB  program — its  benefits,  limitations,  and  opera- 
tions. 

Such  a  program  would  act  as  a  buffer  between  the  Members  of  Congress 
and  their  patient  constituents. 
It  is  therefore  the  recommendation  of  the  Medical  Society  of  the  District  of 
Columbia  that  the  Senate  Finance  Committee  give  consideration  to  the  use 
of  an  FEHB  type  of  program  for  both  hospitalization  and  physicians'  services. 
It  is  further  recommended  that  provision  be  incorporated  in  the  bill  for  pay- 
ment of  fees  to  be  made  in  part  or  in  full,  depending  upon  the  income  status  of 
each  individual :  the  latter  to  be  determined  by  a  simple  declaration  or  an 
income  tax  duplicate. 

Paul  R.  Wilnee,  M.D.,  President. 
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Manchester  Medical  Society, 

Richmond,  Va.,  May  8, 1965. 

Senator  Haery  Flood  Bysd, 
U.S.  Senate, 
Washington,  D.G. 

Dear  Senator  Byrd  :  The  members  of  our  society  voted  unanimously  at  its 
meeting  May  4,  1965,  to  oppose  attempts  by  Congress  to  classify  or  cover  any 
portion  of  physicians'  services  as  hospital  services  under  S.I.,  and  to  oppose 
amendment  of  H.R.  6675. 

Hospitals,  their  administrators,  and  governing  boards  are  not  prepared  to 
practice  medicine  or  to  furnish  medical  services;  are  not  licensed  to  practice 
medicine ;  and  Virginia's  laws  prohibit  the  practice  of  medicine  by  hospitals. 

Where  hospitals  are  employing  physicians  so  that  the  hospital  controls  and 
furnishes  the  services  of  physicians  in  radiology,  pathology,  and  anesthesiology, 
the  quality  of  medical  care  resulting  is  often  inferior ;  and  attempts  by  physi- 
cians to  raise  the  quality  of  medical  care  in  these  hospitals  are  seldom 
successful. 

Sincerely, 

J.  Russell  Good,  M.D.,  Secretary. 


State  of  Illinois, 
Department  of  Public  Health, 

Springfield,  Maij  7,  1965. 

Hon.  Harry  Flood  Byrd, 
U.S.  Senate, 
Washington,  D.G. 

Dear  Senator  Byrd  :  With  appreciation  to  Senator  Douglas  upon  whose  re- 
quest 1  was  invited  to  make  written  recommendations  for  your  Committee  on 
Finance,  the  following  is  suggested  : 

Since  title  XIX  makes  it  possible  for  medical  care  elements  of  H.R.  6675  to 
be  separately  administered,  it  is  recommended  that  the  legislation  be  modified 
in  order  to  facilitate  assignment  of  responsibility  to  State  health  departments 
working  in  cooperation  with  the  State  welfare  agency.  The  principle  of  medi- 
cal care  administration  in  a  health  agency  will  increase  the  benefits  to  the 
patient  and  insure  interdepartmental  cooperation  in  tax-supported  medical  care 
programs. 

Yours  sincerely, 

Franklin  D.  Yoder,  M.D., 
Director  of  Public  Health. 


Social  Security  Amendments  of  1965  (H.R.  6675) — A  Statement  by  the 
National  Conference  of  State  Social  Security  Administrators,  Submitted 
BY  Miss  Edna  M.  Reeves,  Chairman,  Legislative  Committee,  Montgomery, 

AXA. 

Under  section  218(c)  (5)  of  the  Social  Security  Act,  relating  to  coverage 
of  employees  of  State  and  local  governments  under  social  security,  the  individual 
States  are  allowed  the  option  of  electing  to  exclude  services  performed  by  stu- 
dents, including  student  interns. 

A  number  of  States,  with  respect  to  State  employees  who  are  interns  in  State 
hospitals  and  institutions,  and  on  behalf  of  local  governmental  entities,  have 
elected  such  an  exclusion,  in  good  faith  and  relying  on  the  good  faith  of  the  Fed- 
eral Government  to  honor  such  an  exclusion  in  the  mutual  agreements  executed 
between  the  States  and  the  Federal  Government  pursuant  to  section  218  of  the 
Social  Security  Act. 

It  is  our  understanding  that  the  provisions  of  section  311(a)  (4)  of  H.R.  6675 
could  have  the  effect  of  nullifying  the  exclusion  of  student  intern  services  already 
obtained  by  the  States  and  their  political  subdivisions  pursuant  to  section 
218(c)  (5)  of  the  Social  Security  Act. 

We  believe  this  to  be  an  oversight ;  and  if  not,  then  a  gTave  injustice  is  being 
imposed  on  State  and  local  governmental  entities ;  and  it  is  further  believed 
that  the  Congress  desires  to  honor  the  provisions  of  agreements  previously 
entered  into  between  the  States  and  the  Federal  Government.  Therefore,  we 
respectfully  request  that  the  following  sentence  or  similar  language  be  added 
to  section  311(c)  of  H.R.  6675  : 
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"Notwithstanding  the  provisions  of  paragraph  (4)  of  subsection  (a),  where 
services  of  interns  have  been  excluded  from  coverage  under  title  II  pursuant  to 
section  218(c)  (5)  of  the  Social  Security  Act  under  agreements,  or  modifications 
thereof,  entered  into  between  the  Secretary  and  the  States  pursuant  to  section 
218  of  the  Social  Security  Act  prior  to  July  1,  1965,  such  services  shall  continue 
to  be  excluded  unless  coverage  is  extended  pursuant  to  section  218(c)  (4)  of  the 
Social  Security  Act." 

We  wish  to  emphasize  the  intent  of  this  request  is  strictly  to  retain  the  ex- 
clusion of  services  previously  excluded  and  in  no  way  relates  to  the  overall 
Intent  of  section  311  of  the  bill  to  cover  services  of  doctors  of  medicine  and  in- 
terns generally,  on  which  subject  we  have  not  taken  position. 


Ohio  Society  of  Anesthesiologists,  Inc., 

Garfield  Heights,  Ohio,  May  6, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate,  Washington,  B.C. 

Dear  Senator  Byrd  :  As  president  of  the  Ohio  Society  of  Anesthesiologists,  I 
write  to  solicit  your  committee's  support  in  treating  anesthesiology  in  the  same 
manner  as  other  medical  services  in  the  so-called  medicare  legislation,  H.R.  6675, 
which  is  now  pending  before  the  Senate  and  under  consideration  by  your  com- 
mittee. 

I  am  also  director  of  the  department  of  anesthesiology  at  Marymount  Hospital, 
in  Cleveland,  Ohio.  I  am  in  charge  of  a  residency  training  program  in  this  spe- 
cialty and  I  practice  independently.  In  other  words,  I  am  in  the  private  practice 
of  anesthesiology. 

I  have  been  quite  active  in  the  past  decade  in  various  official  positions  with  the 
Ohio  Society  of  Anesthesiologists,  and  have  watched  it  grow  from  a  neophyte, 
with  a  few  members,  to  20  times  its  original  membership.  It  has  been  quite  a 
struggle  over  the  years  for  us  to  be  able  to  not  only  encourage  our  members,  but 
also  our  opponents  that  we  should  practice  independently.  At  the  present  time, 
97  percent  of  our  membership  are  in  private  practice.  Due  to  the  fact  that  we 
have  encouraged  the  private  practice  of  our  speciality,  we  have  been  able  to  in- 
fluence many  of  the  younger  physicians  to  enter  our  specialty. 

The  committee  must  realize  that  by  this  mode  of  practice,  a  patient-physician 
relation  develops  to  the  point  that  many  times  patients  will  request  the  services 
of  a  specific  anesthesiologist.  This  is  evidence  that  we  develop  a  practice  in  the 
same  manner  as  our  colleagues  in  medicine. 

Most  insurance  carriers  have  recognized  this  fact  and  have  made  allowances 
for  anesthesiologists'  services  in  medical  service  contracts. 

For  the  above-mentioned  reasons,  anesthesiology  must  not  be  included  in  the 
bill  as  a  hospital  service.  To  do  so,  would  result  in  a  regression  in  the  future  of 
our  specialty. 

Respectfully  submitted. 

Nicholas  G.  DePiero,  M.D., 

President. 


The  West  Virginia  Radiological  Society, 

May  8,  1965. 

Senator  Harry  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate  Office  Building,  Washington,  B.C. 

Dear  Senator  Byrd:  The  services  of  pathologists,  radiologists,  physiatrists, 
and  anesthesiologists  are  professional  medical  services  performed  by  physicians. 
The  fact  that  their  practice  is  largely  in  the  hospital  is  incidental.  These  are 
not  hospital  services,  and  they  do  not  belong  in  a  program  designed  solely  to  offer 
hospital  benefits. 

As  it  stands,  H.R.  6665  excludes  from  inpatient  hospital  services  the  services 
of  pathologists,  radiologists,  physiatrists,  and  anesthesiologists.  In  any  bill 
which  is  considered  by  the  Senate,  it  is  strongly  urged  that  section  1861,  subsec- 
tion (B),  page  63,  be  retained  without  modification. 

Approval  of  H.R.  6675  as  now  written  would  tend  to  lower  the  cost  of  medical 
care.  Over  the  past  25  years,  hospital  costs  have  increased  405  percent,  while 
physicians'  fees  have  gone  up  only  100  percent  compared  to  an  overall  increase 
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in  the  cost  of  living  of  115  percent.  If  physicians'  fees  in  the  four  specialties 
cited  above  are  stated  separately  from  hospital  charges,  the  cost  of  these  services 
to  patients  will  be  reduced  and  hospitals  will  not  be  able  to  justify  profits  they 
are  now  realizing,  particularly  in  pathology  and  radiology,  if  their  charges  are 
stated  separately  from  the  physician's  fee.  Combining  the  hospital  charge  with 
I  the  doctor's  fee  as  would  be  required  if  the  Douglas  amendment  was  approved, 
would  obscure  and  hide  the  hospital  profit  in  these  departments. 

Any  measure  which  taxes  the  sick  to  subsidize  other  patients  or  functions  of  a 
hospital  operation  without  the  patient's  full  knowledge  is  unjust. 
^  I  would  hope  that  the  above  comments  indicate  to  you  why  no  physician's 
j  services  should  be  encompassed  by  the  proposed  "medicare"  bill.  There  are  many 
'  additional  reasons  which  cannot  be  incorporated  in  this  communication  with 
,    which  you  are  probably  already  familiar. 

j        In  the  best  interest  of  continued  high-quality  patient  care  and  in  all  justice  to 
those  assuming  responsibility  of  patients'  hospital  bills,  we  respectfully  urge 
that  no  measure  even  remotely  resembling  H.R.  6665  be  enacted  into  law  which 
includes  any  physician's  services. 
Respectfully  yours, 

Joseph  L.  Cuery,  M.D.,  President. 


I  Maine  Medical  Center, 

Portland,  Maine,  May  5, 1965. 

j    Senator  Haery  F.  Byrd, 

I     U.S.  Senate, 

I     Wa.'<hington,  D.C. 

I  Dear  Senator  Byrd  :  We,  the  undersigned,  respectfully  and  urgently  request 
'     your  support  with  regard  to  H.R.  6675. 

I  Efforts  are  being  made  to  change  this  bill,  as  passed  by  the  House  of  Repre- 
I  sentatives,  so  as  to  include  within  its  section  1  the  services  of  physicians  who 
'i  specialize  in  radiology,  pathology,  anesthesiology,  and  physical  medicine, 
l!  We  feel  that  it  is  not  the  aim  of  the  proponents  of  this  legislation  to  interfere 
j!  with  the  practice  of  medicine  insofar  as  the  patient-doctor  relationship  is  con- 
ji  cerned.  Physicians  in  these  specialties  are  an  integral  part  of  the  practice  of 
I    medicine  in  the  same  category  as  are  those  physicians  who  practice  surgery, 

internal  medicine,  or  any  other  designated  field  of  medicine. 
I       The  Inclusion  of  the  services  of  these  or  any  other  physicians  under  a  hospital 
ij    care  program  would  have  an  undesirable  effect  upon  the  present  and  future 
'    availability  ox  these  vital  specialists.    If  beneficiaries  of  H.R.  6675  were  to  be 
I    concentrated  in  hospital  departments,  there  w^ould  result  a  poor  overall  usage 
'I    of  existing  office  facilities  and  a  tremendous  overload  on  hospital  departments 
■    of  radiology,  pathology,  etc.    Such  an  inclusion  would  also  increase  the  antici- 
I.    pated  costs  of  providing  these  medical  services  by  an  overwhelming  amount. 
Most  importantly,  the  overall  implications  of  including  the  services  of  these 
physicians  under  a  hospital  care  program  w^ould  be  to  unwisely  restrict  the  free- 
dom of  choice  of  both  patients  and  physicians  in  utilizing  the  necessary  services 

I  of  these  four  specialty  groups. 

Despite  all  the  facilities  and  superstructure  of  modern  medical  care,  there  is 
no  substitute  for  the  aggressive  independence  and  sense  of  responsibility,  which 
'    a  good  doctor  must  have  in  order  to  place  the  best  interests  of  his  patient  ahead 
of  any  other  consideration. 
Yours  sincerely, 

John  F.  Gibbons,  M.D. 
Irving  L.  Selvage,  M.D. 

I I  Charles  W.  Capron,  M.D. 
j                                                                          Robert  A.  Bearor,  M.D. 


l!  Pleasant  Hill,  Calif.,  3Iaif  5,  1965. 

Senator  Harry  Byrd, 
I    Chairman,  Senate  Finance  Committee, 
I   Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  I  would  like  to  compliment  you  on  your  decision  to  hold 

public  hearings  on  the  Mills  bill.   Since  no  public  hearings  were  held  in  the  House 

these  hearings  now  in  the  Senate  Finance  Committee  stand  as  further  evidence 

of  the  openmindedness  of  its  chairman. 

47-140— 65— pt.  2  41 
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I  would  like  to  register  my  opposition  to  the  Mills  bill.  Since  I  have  been 
speaking  frequently  to  interested  groups  in  this  area  about  medicare,  I  had  my 
arguments  printed  and  I  am  enclosing  a  copy  of  the  same  for  your  perusal  and 
consideration  at  this  time.   The  most  pertinent  arguments  begin  on  page  5. 

I  would  also  like  to  register  my  opposition  to  compulsory  inclusion  of  physicians 
into  the  social  security  as  is  provided  for  in  H.R.  6675.  I  feel  I  could  invest  my 
own  money  more  wisely  and  retain  better  control  than  under  the  social  security 
system. 

Thank  you  for  your  consideration  of  these  views. 
Sincerely, 

John  P.  Toth,  M.D. 

Medical  Care  for  the  Aged 

(By  John  Toth,  M.D.) 

The  entire  concept  of  medical  care  for  the  aged  has  been  lost  in  a  sea  of  emo- 
tional confusion.  Anyone  who  is  against  governmental  compulsory  aid  to  the 
aged  is  automatically  equated  as  being  against  the  old  folks  themselves.  You 
may  have  seen  the  postcards  circulated  by  COPE  the  last  time  medicare  came  be- 
fore the  legislature  (spring  1964),  showing  an  old  woman  bent  over,  with  a  cane 
in  her  hand  and  a  pleading  look  on  her  face,  the  caption  reading  "Do  not  for- 
sake me  in  my  old  age."  I'd  like  today  to  paint  a  picture  of  medical  care  for 
the  aged  in  its  true  perspective.  I  will  attempt  to  show  the  true  scope  of  the 
problem,  the  available  existing  solutions  to  the  problem,  and  the  new  proposed 
solutions  to  the  problems.  These  proposed  solutions  are  many,  but  I  will  con- 
centrate on  medicare  and  eldercare. 


THE  SCOPE   OF  THE  PROBLEM 


An  estimated  18  million  Americans  are  over  the  age  of  65.^  Many  Government 
sources  would  have  you  believe  that  the  great  majority  are  practically  destitute 
and  although  able  to  meet  most  of  their  daily  needs,  must  have  some  financial 
assistance  now  to  help  finance  a  medical  emergency.  Let's  look  at  the  statistics  a 
little  more  critically : 

Percent  of 
over  65  in 

Income  range  :  t^^at  range  2 

Over  6.000   25.3 

5  to  6.000   7.  9 

4  to  5.000   8.  9 

3  to  4,000   12.  8 

Under  3,000___   45.1 

Average  net  worth  :  ^  -^9^  group 

30.718  65  and  over. 

25.459  -   45  to  54. 

19,442   35  to  44. 


Over  65  health  care  expenses  and  hoiv  paid  *  ^ 

77% 

20.1%  Kerr-Mills  plan 

County 
.Unpaid 


70  /Self 

-91%-  -( 

\Private  insurance 


X^2-2  5%  I  ?-"""ty  hospital 


True  enough,  the  average  income  of  persons  over  65  is  less  than  the  average 
income  of  persons  at  the  peak  of  their  productive  careers,  but  neither  does  the 
older  man  have  the  expenses  of  the  younger  man — his  home  is  usually  paid  for 
(80  percent  own  their  own  home,'^  70  percent  of  these  are  mortgage  free),  his 
children  have  been  raised  and  educated,  and  he  has  only  to  provide  for  his  daily 
needs,  recreation,  and  possibly  medical  insurance.  So  comparing  his  income/ex- 
pense ratio  you  will  probably  find  him  much  better  off  than  looking  at  his  income 
alone  would  indicate. 


For  reference  figures,  see  bibliography  at  end  of  article  on  page  1169. 
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AVAILABLE  SOLUTIONS 

Referring  to  (X)  above  under  health  care  expenses,  you  will  note  that  it  is 
this  element  of  the  older  folks'  problem  to  which  an  emotional  appeal  is  made 
for  legislation.  (Note  later  that  the  proposed  medicare  would  nonetheless  in- 
clude ail  of  the  older  folks,  even  those  who  have  proven  their  ability  to  provide 
for  themselves. )  So  let's  approach  this  problem  from  the  standpoint  of  a  person 
over  65  who  actually  has  tried  his  best  to  save  and  care  for  himself,  but  due  to 
unforeseen  and  uncontrollable  events  finds  himself  without  funds  and  in  need 
of  medical  care.  This  is  the  person  to  whom  our  sympathies  are  extended. 
AVhere  can  he  go  for  help  ? 

(1)  Doctor's  private  office:  According  to  figures  on  page  76  of  the  March 
1965  issue  of  "Physician's  Management"  magazine,  American  private  physicians 
forgive  $760  million  in  fees  annually.  In  addition,  many  free  samples  of  medi- 
cation are  dispensed  that  have  been  made  available  by  drug  salesmen. 

(2)  Private  insurance:  If  this  person  has  insurance  either  through  his  own 
efforts  or  through  his  previous  employer  or  union,  this  will  help  to  defray  medical 
expenses.  National  statistics  show  that  about  60  percent  of  persons  over  65 
are  covered  by  health  and  accident  insurance.  In  addition,  the  "Western  65" 
plans  are  gaining  wide  acceptance,  where  lower  rates  are  offered  to  older  people,, 
which  is  made  possible  by  many  large  insurance  companies  pooling  the  risk. 

(3)  County  hospitals  :  These  are  usually  run  as  charity  hospitals,  or  provide  a 
a  means  test  with  an  escalating  percentage  being  paid  by  the  patient,  depending 
on  his  income.  I  am  now  going  to  speak  in  favor  of  a  tax-supported  county  hos- 
pital, and  later  I  will  denounce  any  medical  care  supported  by  a  compulsory 
Federal  tax  and  run  by  the  Federal  Government.  I'd  like  to  show  that  this  is 
not  as  contradictory  as  it  would  at  first  seem. 

(a)  In  a  federally  controlled  tax-supported  medical  care  system,  only 
the  elderly  recipients  would  benefit,  whereas  on  a  county  hospital  basis,  the 
entire  community  benefits : 

(i)  County  hospitals  provide  training  for  young  doctors,  and  as  such 
attract  young  doctors  to  the  communities  supporting  the  county  hospital. 

(ii)  Frequently  the  county  hospitals,  being  large  and  being  training 
centers,  have  equipment  that  is  considered  experimental,  such  as  the 
heart-lung  machine,  the  artificial  kidney,  etc.,  that  are  rare  and  life- 
saving,  and  these  otherwise  might  not  be  available  to  residents  of  the 
community  who  might  suddenly  need  them. 

(h)  A  federally  controlled  compulsory  tax  medical  care  system  can  be 
expanded  into  socialized  medicine  throughout  the  country.  This  is  not  so 
on  a  county,  or  even  a  State,  level. 

(c)  A  county  hospital  can  be  closed  down  or  at  least  revised  by  the 
county  board  of  supervisors,  if  its  funds  are  mismanaged.  No  such  restric- 
tions are  possible  in  a  compulsory  Federal  situation  such  as  medicare. 
These  are  the  basic  means  of  caring  for  indigent  and  near  indigent  patients  that 
have  stood  the  test  of  time.  Under  the  above  systems.  Federal  intervention  has 
been  successfully  restrained  for  over  30  years,  because  under  this  system  not  one 
individual  in  the  entire  United  States  could  be  found  who  was  actually  in  need 
of  medical  care  and  could  not  get  it.  But  the  pressure  for  Federal  "help"  kept 
mounting  until  finally  the  Kerr-Mills  bill  was  passed  in  1960. 

(4)  County-State  medical  care  system — Kerr-Mills:  MAA  (medical  aid  to  the 
aged)  :  This  is  a  system  of  medical  care  supported  by  State,  county,  and  Federal 
funds  on  a  matching  basis,  and  administered  by  the  State  and  county,  usually 
through  the  State  welfare  departments  and  the  county  hospital  systems.  Under 
this  plan,  a  person  may  have  up  to  $1,200  in  cash  ($2,400  per  couple)  and  $5,000 
real  property,  and  an  income  which  does  not  much  exceed  his  cost  of  living  to 
qualify  for  complete  medical  care.  He  must  pay  the  first  30  days  of  hospital 
or  nursing  home  care  in  California,  but  otherwise  all  diagnostic  tests,  medica- 
tions, doctors'  fees,  hospital  fees,  and  operations  are  covered  comDletely  at  no 
further  cost  to  the  patient,'^  Repeal  of  this  30-day  limit  is  now  under  considera- 
tion by  the  California  Legislature.^ 

(5)  Federal  programs — Medicare:  This  bill  has  not  yet  been  completelr  (Pj^a-u 
up,  but  it  is  expected  to  follow  the  same  general  plan  as  the  Ctore  mnendinent 
to  the  soicial  security  bill  which  was  passed  in  the  Senate  in  the  fall  of  1964- 
Almost  every  politically  knowledgeable  reporter  predicts  that  passage  of  such  a 
medicare  bill  is  almost  politically  inevitable  this  year. 
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This  is  a  system  of  medical  care  for  the  elderly  supported  by  a  compulsory 
Federal  tax  on  all  employees,  either  as  an  increase  in  social  security  taxes  or  as 
a  separate  payroll  tax.    This  plan  would  provide :  ® 
(a)  Limited  hospital  care : 

( i )  Up  to  45  days  in  hospital  if  patient  pays  nothing. 

( ii )  Up  to  90  days  in  hospital  if  you  pay  $10  per  day  for  first  9  days. 

(iii)  Up  to  180  days  in  hospital  after  a  deduction  of        times  the 
average  cost  of  1  day's  stay  in  the  hospital 

Specifically  excluded  are  medical  or  surgical  services  provided  by  a  physician, 
resident,  or  intern  except  in  the  fields  of  radiology,  pathology,  psychiatry,  or 
anesthesia. 

from  a  hospital  and  then  is  allowable  only  in  a  hospital-afiiliated  nursing 
( & )  Limited  nursing  home  care :  A  maximum  of  60  days  after  discharge 
from  a  hospital  and  then  is  allowable  only  in  a  hospital-afiiliated  nursing 
home,  of  which  there  are  only  1,500  in  the  entire  country  (out  of  25,000 
nursing  homes)." 

(c)  Limited  outpatient  diagnostic  tests:  Tests  will  be  covered  during 
any  30-day  period  after  an  initial  $20. 

(d)  Home  health  services  by  a  visiting  nurse  for  a  maximum  of  240 
visits  per  calendar  year. 

Even  though  this  program  cannot  compare  with  the  advantages  of  Kerr-Mills,  it 
is  still  being  pushed  hard  in  the  Legislature  this  year.  The  only  possible  ex- 
planation is  the  desire  of  Federal  bureaucrats  to  control  the  program  and  ulti- 
mately to  expand  it  to  engulf  the  entire  Nation  in  socialized  medicine.  I 
can  think  of  no  advantages  to  this  program,  but  many  disadvantages  are 
evident : 

(a)  It  is  open  to  abuse.  The  system  is  being  sold  on  the  basis  of  the 
needy  elderly.  Why  then  should  all  persons  over  65,  even  the  wealthy, 
come  under  its  provisions  just  because  they  are  65?  This  is  unjust  to  the 
younger  worker  already  heavily  overburdened  by  taxes. 

(h)  It  could  easily  be  expanded  by  fiat  to  include  other  groups,  such  as 
widows,  orphans,  unwed  mothers,  underprivileged,  etc.,  all  with  the  same 
kind  of  logic  (if  some  need  it,  give  it  to  them  all).  Then,  as  the  costs  rise 
for  each  expansion,  the  wage  earner  being  taxed  $10,  $15,  or  $20  per  month 
would  become  impatient  and  want  some  benefits  now,  and  eventually  he 
and  all  of  us  will  be  included,  and  socialized  medicine  will  have  arrived. 

(c)  It  is  not  insurance.  No  contract  is  given  to  the  taxpayer,  and  the 
benefits  are  not  guaranteed.  Both  the  costs  and  the  benefits  may  be 
changed  by  fiat.  The  fiscal  solidarity  is  not  governed  by  insurance  laws. 
The  money  collected  is  redistributed,  not  invested  as  with  an  insurance 
company. 

(d)  Its  costs  have  been  grossly  underestimated.  Estimates  of  the  cost 
for  the  first  year  alone  range  from  $1.7  billion  to  $4  billion,  and  it  would 
still  provide  less  than  25  percent  of  the  costs  of  medical  care  for  the  aged. 
Dr.  Barkev  Sanders,  medical  and  welfare  statistician  for  the  Government 
for  30  years,  reported  in  Nation's  Business  that  the  costs  of  the  first  year 
alone  would  be  at  least  three  and  probably  four  times  the  presently  esti- 
mated costs.^^  Since  a  doctor  must  certify  when  hospitalization  was  neces- 
sary, it  is  entirely  possible  that  "overutilization  by  the  doctors"  would  be 
the  explanation  given  for  the  high  costs.  U.S.  News  &  World  Report  stated 
that  if  the  United  States  instituted  a  program  of  medical  care  such  as 
exists  in  Canada  now,  the  cost  would  be  $62  billion  per  year,  or  about  two- 
thirds  of  the  present  Federal  budget.^^ 

(e)  It  would  subvert  the  existing  voluntary  health  insurance  plans. 
Over  60  percent  of  the  elderly  are  now  covered  by  some  health  insurance.^^ 

(/)  If  this  does  lead  to  socialized  medicine,  the  development  of  new 
drugs  would  be  severely  hampered.  About  90  percent  of  all  the  drugs  I 
prescribe  today  have  been  developed  in  the  past  10-15  years,  often  at 
great  expense  to  the  companies.  Pfizer  spent  $63  million  develoying  terra- 
mycin  about  10-15  years  ago,  and  this  drug  is  continuing  to  save  thousands 
of  lives.  All  existing  government-run  programs  (VA,  MAA,  county  sys- 
tems, and  military  service)  have  established  a  formulary  of  standard 
drugs.  Instead  of  buying  five  or  six  tetracycline  drugs,  for  instance,  they 
would  settle  on  one  and  buy  it  in  carload  quantity  to  save  money,  and 
this  drug  only  would  get  into  the  formulary. 
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What  drug  company  could  possibly  afford  to  spend  such  a  large  sum  of 
money,  if  the  Government  has  the  only  market,  and  might  keep  it  off  the 
formulary  of  approved  drugs  ? 

WHY  ARE  DOCTORS  AGAINST  MEDICARE? 

Once  Federal  Government  control  of  a  compulsory  tax-supported  medical  care 
program  is  established,  it  will  unquestionably  be  expanded  as  explained  above. 
The  proponents  of  medicare  have  stated  this  openly.  Since  the  Government 
cannot  supply  taxpayers  with  medical  care — only  doctors  can  do  that — the 
Government  must  control  the  doctors  to  fulfill  its  contract.  This  means  that 
doctors  will  either  be  under  the  direct  control  of  the  Government  or  that  doc- 
tors would  be  able  to  seek  payment  for  their  services  from  only  one  source — 
the  Federal  Government,  and  the  Government  could  pay  doctors  whatever  it 
wished.  This  has  already  occurred  in  all  the  other  countries  which  have  so- 
cialized medicine.  What  union  leader  or  Government  official  would  openly  ad- 
vocate that  the  Teamsters  be  paid  only  by  the  Government  at  a  salary  or  wages 
determined  by  the  Government?  Yet  this  is  what  these  same  union  leaders  and 
Government  officials  demand  of  doctors  when  they  call  for  legislation  such  as 
medicare.  They  are  saying,  in  effect,  that  it  is  just  and  proper  for  semiskilled 
labor  to  bargain  for  their  wages,  but  that  the  doctors  who  have  a  much  more 
difficult,  responsible,  and  exacting  job,  do  not  have  the  right  to  bargain  for 
their  wages  on  the  open  market.  In  April  1965,  you  will  see  probably  23,000 
British  doctors  quit  the  British  health  plan  and  reenter  private  practice. 
Where  does  this  leave  the  people  who  paid  the  taxes  for  this  care  that  the 
Government  now  cannot  deliver?  The  bigger  question  is.  Why  was  the  Gov- 
ernment given  this  power  in  the  first  place  ? 

The  second  reason  doctors  are  against  medicare  is  that  the  doctor  is  placed 
in  a  position  of  conflict — he  is  appointed  unwillingly  as  guardian  to  the 
Treasury  to  ration's  the  scheme's  benefits.  On  the  one  hand  he  must  trust 
each  patient  to  tell  the  truth  about  his  ailments,  but  on  the  other  hand  must 
also  mistrust  and  suspect  each  patient  if  he  is  to  protect  the  solvency  of  the 
scheme. 

(6)  Federal  programs — Eldercare:  No  Federal  program  is  really  necessary, 
but  if  a  program  must  be  passed  let  us  pass  one  that  will  have  as  few  disad- 
vantages as  possible.  The  eldercare  program  was  promulgated  by  the  AMA 
in  response  to  the  Federal  medicare  program,  and  is  intended  to  replace  it,  not 
postpone  it.  Under  this  program,  the  existing  State-Federal  funds  presently 
allowed  under  Kerr-Mills  could  be  used  to  subsidize  health  insurance  plans  for 
low-income  persons  over  65  (Herlong-Curtis  bill)."  The  program  would  be 
administered  by  the  State  health  departments,  not  by  the  welfare  depart- 
ments. Premiums  would  be  subsidized  on  an  ability  to  pay  basis. 
Its  relative  advantages  are  these  : 

(a)  It  would  operate  on  an  insurance  principle,  where  money  paid  to 
the  insurance  companies  is  invested,  and  the  products  of  this  investment 
will  help  to  defray  the  costs  of  the  program ; 

(5)  Recipients  would  get  an  insurance  contract  which  would  guarantee 
and  spell  out  their  benefits ; 

(c)  Would  be  cheaper  because : 

(i)  It  would  utilize  existing  personnel  and  equipment  in  the  health 
insurance  industry, 

(ii)  Taxes  would  be  used  only  for  the  needy  ; 

(d)  Fiscal  solvency  would  be  assured,  as  this  would  be  subject  to  insur- 
ance laws ; 

(e)  It  would  not  be  compulsory  ;  and 

(/)  It  would  probably  be  much  more  difficult  to  expand  into  a  system  of 
total  socialized  medicine  than  medicare,  unless  these  taxes  come  from 
social  security  or  payroll  taxes  or  are  especially  denoted  as  being  for 
medical  care  for  the  aged,  thus  enabling  the  taxpayer  to  see  just  how  much 
he's  paying  for  this.    (See  Disadvantages  to  medicare  (b).) 

PHILOSOPHIC  CONCEPTS 

Over  the  years  various  forms  of  medical  assistance  have  arisen  and  others 
will  unquestionably  arise  in  the  future.  I  would  like  to  leave  with  you  some 
basic  philosophic  concepts  which  may  help  to  guide  your  thinking  along  clear 
logical  lines,  not  only  for  the  present,,  but  also  for  the  future. 
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CONCEPT  OF  CHARITY 

Charity  is  held  high  as  a  Jiideo-Christian  virtue.  For  a  man  voluntarily  to 
give  $10  a  month  to  his  favorite  needy  organization  is  a  laudable  thing.  For 
the  Government  to  take  $10  from  him  against  his  will  and  give  it  to  the  same 
organization  is  detestible.  The  philosophic  point  here  is  this :  The  right  of 
charity  resides  with  the  givers  of  charity,  not  with  the  receivers.  If  the 
recipients  of  charity  have  the  right  to  receive  it,  then  those  providing  the  charity 
are  obligated  to  give  it  to  them,  and  it  is  no  longer  charity.  So  if  the  older  folks' 
need  for  charity  or  for  medical  care  becomes  a  right  to  charity  or  medical  care, 
how  did  they  get  that  right?  And  why  just  the  older  folks,  etc.?  In  our  con- 
cern over  being  charitable  to  those  that  need  it,  let's  not  ignore  the  just  concern 
of  those  providing  the  charity. 

CONCEPT  OF  TAXING  ALL  FOR  THE  BENEFIT  OF  A  FEW 

That  this  really  means  is  this  : 

(a)  That  the  Government  can  take  $5  from  you  and  $5  from  me,  and  out 
of  that  $10  keep  $4  for  operating  expenses,  and  contribute  more  to  the  total 
economy  with  that  $6  than  we  could  have  with  our  $10. 

( & )  That  the  $5  you  w^ere  going  to  give  to  your  old  college,  and  the  $5  I 
was  going  to  give  to  my  old  medical  school  are  not  legitimate  uses  for  that 
money,  that  the  only  legitimate  need  for  that  $10  is  the  health  care  for 
those  over  65.  Then,  of  course,  the  Government  will  point  to  our  old 
colleges,  and  since  the  grads  cannot  support  it  any  longer,  the  Government 
says  it  needs  governmental  support  and  the  whole  process  starts  all  over 
again,  each  time  with  a  different  need  in  sight. 

The  philosophic  considerations  are  : 

(i)  Whose  need  is  really  the  more  important? 

(ii)  Whose  right  is  it  to  decide?    And  by  what  standards?  Where 
does  it  all  stop? 

The  process  never  stops  until  we  are  all  entangled  in  a  bureaucracy  that  does 
not  allow  us  to  spend  our  money  the  way  we  like  because  it  has  taken  it  all 
away  on  taxation.  The  only  way  we  can  let  them  get  away  with  this  is  by 
looking  at  each  program  independently,  and  then  agreeing  to  it  without 
regard  to  the  total  picture.  It  is  not  the  right  of  Government  "to  provide 
for  those  who  cannot  provide  for  themselves,"  nor  does  a  need  for  this 
exist.  Present-day  charities  would  adequately  take  care  of  this  provided 
the  Government  doesn't  tax  aw^ay  all  the  dollars  we  would  otherwise  give 
for  charity. 

THE  CONCEPT  THAT  EVERYONE  HAS  A  RIGHT  TO  MEDICAL  CARE 

Let's  examine  what  this  means — does  this  mean  that  everyone — or  anyone — 
has  the  right  to  the  products  of  another  man's  labor?  This  is  exactly  what  it 
means.  Who  would  have  this  right?  To  the  products  of  whose  labors?  Why? 
By  what  standards?  Compare  the  right  to  medical  care  to  the  right  to  go  to  a 
store  and  buy  a  can  of  peaches.  If  the  Government  made  it  economically  un- 
feasible for  all  companies  producing  canned  peaches  to  continue  doing  so,  would 
you  still  have  the  right  to  buy  a  can  of  peaches.  This  is  not  a  right,  but  a 
privilege.  Ask  any  refugee  from  Castro's  Cuba  about  that.  I'm  trying  to  say 
that  to  continue  to  have  quality  medical  care  you  had  best  consider  the  source 
of  the  medical  care ;  i.e.,  the  doctor. 

THE  CONCEPT  OF  A  MEANS  TEST,  AND  QUALMS  ABOUT  IT 

If  a  person  is  destitute  and  needs  care,  he  will  accept  charity  and  be  grateful. 
He  will  also  accept  a  means  test  graciously  as  a  matter  of  justice.  If  someone 
Is  trying  to  get  something  for  nothing,  he  will  fear  a  means  test  discovering  this 
fact.   So  to  whom  is  a  means  test  degrading? 

THE  CONCEPT  THAT  "l  CAN'T  AFFORD  IT,  BUT  I  DON'T  WANT  CHARITY" 

There  are  only  two  ways  in  which  a  man  can  receive  money — either  he  earns 
it  or  he  doesn't.  (Please  note  that  insurance  and  inheritance  can  properly  be 
classified  under  earnings — insurance,  because  the  man  by  his  own  effort  has 
provided  for  the  eventuality  which  the  insurance  covers,  and  inheritance  be- 
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cause  it  was  earned  by  his  parents  or  ancestors  and  tliere  is  no  one  else  to 
whom  that  money  more  rightfully  belongs.)  If  he  earns  the  money,  it  is  his 
by  right  (in  justice)  ;  if  he  does  not  earn  it,  only  two  ways  of  obtaining  it  are 
possible — either  by  charity  or  by  force — from  someone  else  who  has  earned 
it.  There  are  no  other  alternatives.  Those  who  would  say  that  they  want  to 
receive  money,  or  benefits,  or  services  which  they  have  not  earned  but  say  they 
do  not  want  charity,  are  actually  saying  that  they  want  to  receive  these  things 
from  someone  else  l3y  force  (usually  by  governmental  force;  i.e.,  taxation  of 
those  who  have  earned  their  money).  By  what  right  can  anyone  hold  this 
view? 

CONCLUSION 

Private  medicine  in  the  United  States  has  created  the  best  system  of  medical 
care  in  the  world.  It  has  built  doctors  of  courage  and  vision  who  by  their 
individual  efforts  have  advanced  medicine  and  led  the  way  to  better  care  for 
all  the  people.  This  has  occurred  because  doctors  are  free  to  pursue  their 
careers  as  they  know  best,  not  dictated  by  Federal  bureaucrats. 

Over  the  past  30  years  the  Government  has  expanded  more  and  more  into 
control  over  our  individual  decisions,  and  has  taxed  us  heavily  to  support  its 
control.  Many  of  these  programs  are  not  authorized  by  the  Constitution  and 
hence  are  unconstitutional,  including  medicare  in  any  form.  The  ultimate  solu- 
tion is  for  the  people  to  find  and  elect  to  the  Congress  and  to  the  Presidency 
men  who  understand  and  respect  the  Constitution  and  will  therefore  eliminate 
all  Federal  activity  in  the  field  of  private  medicine. 

However,  for  the  present  we  can  hold  off  socialized  medicine  if  each  of  you 
would  write  to  your  Congressman  expressing  your  opposition  to  medicare  and 
support  for  the  eldercare  program.  Do  it  today.  It's  your  health  that's  at 
stake,  and  your  money,  and  perhaps  your  life. 
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Statement  of  the  Catholic  Hospital  Association  Concerning  Amendment  of 

H.R.  6,675 

The  Catholic  Hospital  Association  of  the  United  States  and  Canada  strongly 
supports  the  position  of  the  American  Hospital  Association  in  recommending  that 
H.R.  6675  be  amended  appropriately  wherever  necessary  to  provide  that  the  cost 
of  the  hospital  services  of  radiologists,  pathologists,  anesthesiologists,  and 
physiatrists  are  reimbursable  under  the  basic  hospitalization  plan. 

The  exclusion  of  the  services  provided  in  the  field  of  radiology,  pathology, 
anesthesiology  and  physiatry  from  the  benefits  of  the  hospitalization  will  penalize 
the  very  group  which  this  legislation  is  designed  to  benefit,  and  will  furthermore 
eventually  affect  existing  patterns  of  payment  for  patient  care  for  all  who  require 
hospital  care  since  it  will  be  impractical  for  hospitals  to  provide  diagnostic  and 
treatment  facilities  to  be  reimbursed  under  two  systems  of  accounting. 

The  860  general  hospitals  and  some  300  nursing  homes  in  the  Catholic  system 
of  health  care  will  be  most  grateful  and  appreciative  for  any  efforts  that  can  be 
made  to  include  the  above-mentioned  specialty  services  in  the  proposed  legis- 
lation. 

Respectfully  submitted  for  the  Catholic  Hospital  Association  of  the  United 
States  and  Canada. 

Veey  Rev.  Msgr.  James  H.  Fitzpatrick, 

President. 

Rev.  John  J.  Flanagan,  S.J., 

Executive  Director. 
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Statement  by  Congressman  D.  R.  (Billy)  Matthews,  Eighth  District  of 

Florida 

Mr.  Chairman,  I  appreciate  this  opportunity  to  testify  on  belialf  of  my  bill, 
H.R.  7070,  a  bill  to  amend  the  Social  Security  Act. 

This  bill  is  similar  to  H.R.  2465,  introduced  by  the  Honorable  Claude  Pepper,  of 
Florida,  and  it  is  my  understanding  that  it  is  also  identical  legislation  to  S.  1125 
which  has  been  introduced  by  Senator  Vance  Hartke.  It  is  my  understanding 
that  Senator  Hartke  has  indicated  that  he  will  offer  his  bill,  S.  1125,  as  an 
amendment  to  the  House-passed  bill,  H.R.  6675.  I  want  to  associate  myself 
with  the  views  of  Senator  Hartke  in  this  connection. 

Mr.  Chairman,  my  bill,  H.R.  7070,  and  the  others  I  have  mentioned,  if  enacted 
into  law,  would  be  an  important  step  forward  in  helping  our  senior  citizens 
throughout  this  great  country  to  obtain  much  needed  help  and  care  that  they 
deserve.  This  bill  would  permit  a  widow  who  married  again  to  retain  her  social 
security  benefits  even  though  her  new  spouse's  benefits  would  entitle  her  to  less 
money.  There  are  many  aged  couples  who  live  together  without  benefit  of 
clergy  because  they  simply  cannot  afford  to  lose  the  widow's  cash  benefits.  What 
they  get  now  is  about  $80  a  month  at  most  for  a  widow  and  many  of  tliem  are 
getting  the  average  amount  which  is  only  $67.85  monthly. 

The  passage  of  this  bill  would  mean  that  they  would  be  able  to  obtain  $20  to 
$30  a  month,  and  the  Social  Security  Administration  has  advised  that  the  cost 
of  the  change  to  this  system  should  be  negligible.  I  think  this  bill  is  an  important 
step  in  easing  the  very  dire  circumstances  of  many  older  Americans. 

Thank  you  for  permitting  me  this  opportunity  to  present  this  testimony. 


American  Mutual  Insurance  Alliance. 

Chicago,  III.,  May  7,  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Byrd  :  The  American  Mutual  Insurance  Alliance  is  deeply  con- 
cerned about  the  harmful  implications  of  section  303  of  H.R.  6675,  which  changes 
the  definition  of  disability  in  the  Social  Security  Act.  The  alliance  represents 
more  than  100  insurance  companies,  including  some  of  the  Nation's  largest  writ- 
ers of  workmen's  compensation  insurance.  Together,  they  write  approximately 
25  percent  of  all  such  insurance  written  by  private  carriers  in  this  country. 

I  appeal  to  you  on  their  behalf,  and  ask  that  this  letter  stating  their  position 
be  made  part  of  the  ofllcial  testimony.  But  I  also  appeal  to  you  out  of  my  own 
personal  concern  for  the  survival  of  the  State  workmen's  compensation  system. 
I  have  been  intimately  associated  with  the  system  as  workmen's  compensation 
commissioner  of  the  State  of  Kansas  and  at  the  alliance.  I  have  seen  firsthand 
what  the  system  has  accomplished  and  how  it  has  evolved  to  keep  pace  with  the 
the  changing  needs  of  our  society.  I  believe  sincerely  that  workmen's  compensa- 
tion should  be  considered  the  primary  system  for  compensating  job-related  dis- 
abilities. It  should  not  be  undermined  by  expansion  of  the  social  security  dis- 
ability program. 

The  genius  of  workmen's  compensation  is  that  it  gives  everyone  concerned  a 
financial  incentive  to  live  up  to  their  humanitarian  impulses.  Employers  have 
a  financial  incentive  to  maintain  safe  working  conditions  and  to  take  steps  that 
will  minimize  employee  injuries.  This  incentive  is  built-in,  since  the  system  is 
based  on  the  principle  that  the  cost  of  employee  injuries  is  part  of  the  cost  of  pro- 
duction. Workmen's  compensation  insurance  rates  are  based  on  actual  loss  ex- 
perience, which  gives  safety  easily  measured  dollars-and-cents  value  and  makes  it 
part  of  the  competitive,  business-enterprise  system.  Employers  also  have  a 
financial  incentive  to  see  that  injured  employees  obtain  proper  medical  care  and 
rehabilitation  services.  The  objective  is  to  restore  the  disabled  to  health  and 
return  him  as  quickly  as  possible  to  gainful  employment.  The  quicker  this  is 
done,  the  less  expensive  it  will  be  for  the  employer  and  employee  alike. 

The  injured  employee  likewise  has  an  incentive  to  get  well  and  return  to  work 
under  workmen's  compensation.  Most  States  now  provide  for  unlimited  medical 
services,  including  rehabilitation,  so  that  he  need  not  forego  treatment  for  lack 
of  fmids.  Wage-replacement  benefits  also  are  i>rovided,  and  they  are  flexible 
so  that  the  worker  who  returns  at  a  lower  salary  because  of  partial  impairment 
can  continue  to  receive  supplementary  benefits. 
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Social  security,  on  the  other  hand,  is  strictly  a  pay-in,  pay-out  system.  It 
deals  solely  with  the  financial  effect  of  disability  and  does  nothing  whatever  to 
prevent  disability  from  occurring.  It  is  an  inflexible  system  which  by  its  very 
nature  finds  it  diflicult  to  handle  the  job  of  rehabilitating  those  in  its  care.  In 
testimony  before  this  committee,  the  Social  Security  Administration  has  sought 
to  explain  why  only  7  percent  of  its  disability  recipients  have  received  even  the 
most  rudimentary  kind  of  rehabilitation  services.  The  agency  has  tried  to  create 
I  the  impression  that  the  figure  is  so  low  because  the  people  on  the  rolls  are  all 
severely  disabled.  But  a  report  in  the  June  1963  issue  of  the  Social  Security 
Bulletin  cites  a  less  comforting  reason :  "One  reason  that  so  few  of  the  disabled 
persons  received  rehabilitation  services  seems  to  have  been  that  few  of  them 
were  aware  of  the  existence  of  such  facilities." 

The  report  added  that  a  survey  showed  almost  9  out  of  10  workers  who  had 
not  received  rehabilitation  services  "had  not  known  of  such  facilities."  Appar- 
'      ently  social  security,  in  its  management,  is  inherently  incapable  of  bringing 
together  the  needed  disciplines  to  provide  successful  rehabilitation  techniques. 
The  point  is,  rehabilitating  a  severely  disabled  person  is  a  delicate  process,  re- 
'     quiring  skilled  personnel  and  cocordination  of  the  efforts  of  all  persons  and 
agencies  involved :  the  employer,  the  medical  specialists,  the  injured  person's 
I     family,  and  the  agency  supplying  the  funds.    Social  security,  being  primarily 
j     an  agency  set  up  to  issue  monthly  checks,  is  simply  not  organized  nor  staffed  to 
Ij     initiate  and  carry  through  the  intricate  process  of  rehabilitation.  Workmen's 
j     compensation  insurers  are  equiped  to  do  the  job,  and  have  been  doing  so  success- 
I     fully  for  many  years. 

j  There  is  a  real  and  serious  danger  that  the  incentives  built  into  the  state  work- 
I  men's  compensation  system,  and  the  expertise  provided  by  private  carriers,  will 
I  be  shouldered  aside  if  social  security  continues  to  encroach  on  the  system.  I  use 
!:  the  word  "enroach"  advisedly,  because  that  is  exactly  what  is  happening.  Prior 
;  to  1958,  the  social  security  disability  program  recognized  workmen's  compen- 
sation as  the  primary  system  in  the  field  of  occupational  disability.  Federal 
disability  benefits  were  offset  to  the  extent  that  a  recipient  already  was  being 
1  compensated  under  workmen's  compensation.  This  offset  was  removed  in  1958, 
'  thereby  creating  a  problem  of  overlapping  benefits  and  putting  social  security 
j     on  a  collision  course  with  workmen's  compensation. 

I       Social  security  spokesmen  have  testified  that  the  overlap  Is  so  small  as  to  be 
'■     insignificant.    They  repeatedly  mentioned  the  figure  of  2  percent.    But  this  2 
;     percent  figure  was  based  on  a  limited  study  made  in  1960,  before  the  age  limit 
I     of  50  was  dropped.    J]ven  that  limited  survey  ("The  Disabled  Worker  Under 
OASI,"  HEW  Research  Report  No.  6)  indicated  that  workmen's  compensation 
cases  were  at  least  twice  as  numerous  among  persons  below  age  50,  based  on  the 
number  who  had  applied  to  social  security  for  a  wage  freeze.    Moreover,  it  is 
recognized  that  there  has  been  a  substantial  judicial  broadening  of  the  definition 
of  disability  since  that  1960  study  was  made.   It  would  appear  that  the  overlap 
J    today  could  well  be  considerably  higher  than  2  percent.    In  a  speech  to  the 
Southern  Association  of  Industrial  Commissioners  in  Dallas,  Mr.  Victor  Cristgau, 
director  of  OASDI,  said  the  Social  Security  Administration  recognized  that  the 
I    duplication  of  benefits  was  in  excess  of  what  they  had  originally  thought.  All 
of  this  points  to  the  need  for  determining  the  nature,  the  extent,  and  ultimate 
impact  of  the  overlap  on  the  State  workmen's  compensation  system.    Yet  in 
section  303  we  have  a  proposal  that  would  greatly  increase  the  duplication  by 
broadening  the  definition  of  disability.    It  would  do  so  by  radically  changing 
the  nature  of  the  whole  disability  program,  which  until  now  has  been  considered 
a  form  of  retirement  benefit  for  workers  who  have  been  prematurely  retired 
because  of  long-term  disability.    Section  303  would  eliminate  the  eligibility 
r    requirement  that  a  disability  be  expected  to  result  in  death  or  to  be  of  "long- 
1    continued  and  indefinite  duration."    Instead,  it  would  require  only  that  the 
disabled  person  be  off  work  for  6  months  in  order  to  be  eligible  for  social  security 
disability  benefits. 

'       This  would  add  to  the  rolls  thousands  of  workers  with  temporary,  short-term 

i disabilities,  even  though  many  of  them  already  are  receiving  workmen's  com- 
pensation. The  result  is  that  these  employees  will  be  able  to  collect  more  in- 
come, tax-free,  for  remaining  at  home  than  they  were  earning  on  the  job  prior  to 
their  disability.  What  effect  do  you  think  this  will  have  on  efforts  to  rehabili- 
tate injured  employees  and  return  them  to  work  What  effect  on  employers, 
who  will  be  paying  twice  for  the  same  disability?  And  what  effect  on  the 
future  of  the  workmen's  compensation  system  itself?   Proponents  of  social 
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security  have  suggested  that  the  way  to  cure  the  abuses  created  by  the  overlap 
is  to  offset  workmen's  compensation.  This  means  that  workmen's  compensa- 
tion adapts  itself  to  social  security.  But  if  that  is  done,  every  future  expansion 
of  the  social  security  system  will  mean  an  equal  contraction  of  the  workmen's 
compensation  system.  Such  a  concept  will  ultimately  undermine  the  State 
system. 

It  is  interesting  to  note  that  the  problem  of  overlapping  benefits  was  fully 
recognized  in  the  medicare  portion  of  H.R.  6675,  in  contrast  with  the  disability 
amendment.  Medicare  benefits  are  offset  where  the  recipient  already  is  receiving 
workmen's  compensation  medical  benefits.  It  is  also  interesting  that  both  the 
House  Ways  and  Means  Committee  and  the  Social  Security  Advisory  Council 
have  called  for  study  of  the  harmful  effects  of  the  existing  duplication  of  benefits. 
Ways  and  Means  has  ordered  the  Social  Security  Administration  to  make  such 
a  study  and  report  back  by  1966. 

That  being  the  case,  it  does  not  make  sense  to  legislate  still  more  duplication 
of  benefits  before  the  study  is  made  and  the  facts  are  known.  The  alliance  be- 
lieves strongly  that  a  thorough  study  of  the  overlap  is  in  order,  involving  the 
State  industrial  commissions,  State  workmen's  compensation  commissions  and 
the  workmen's  compensation  carriers  as  well  as  the  Social  Security  Adminis- 
tration. For  our  part,  we  pledge  our  full  cooperation  in  carrying  out  such  a 
study. 

The  alliance  earnestly  asks  that  section  303  be  stricken  from  H.R.  6675  and 
considered  on  its  merits.  Its  implications  are  important  and  farreaching. 
Congress  already  has  asked  for  hard  facts  on  this  subject,  and  the  groups 
affected  have  indicated  their  willingness  to  help  supply  the  facts.  It  is  only 
fair  to  wait  until  the  evidence  is  in  before  making  a  decision  of  such  overriding 
importance  to  the  States,  to  employers,  and  to  disabled  workers. 
Sincerely, 

Paul  S.  Wise,  General  Manager. 


CoNYERS,  Ga.,  Map  10, 1965. 

To :  The  Senate  Finance  Committee. 
From  :  The  American  Council  of  the  Blind. 
Subject :  H.R.  6675. 

The  American  Council  of  the  Blind  submits  the  following  statement  and 
requests  that  it  be  included  in  the  record  of  the  committee  hearings  on  the  pend- 
ing legislation. 

We  endorse  the  provision  of  medical  benefits  under  title  II  of  the  Social 
Security  Act  and  believe  that  such  benefits  should  be  extended  to  all  beneficiaries. 

We  approve  of  the  amendment  presently  contained  in  the  bill  changing  the 
definition  of  disability  but  we  believe  there  is  a  need  for  further  amendment  to 
provide  a  more  objective  standard.  "Substantial  gainful  activity"  has  been 
construed  differently  in  different  parts  of  the  country  depending  upon  the 
personal  judgment  of  the  one  making  the  determination.  Some  claimants  whose 
claims  for  benefits  have  been  denied  have  been  declared  in  the  determination  to 
be  able  to  do  certain  kinds  of  work.  We  believe  that  findings  of  ability  and 
determination  of  eligibility  should  be  directly  related  to  the  availability  of  such 
work  and  to  the  ability  of  governmental  agencies  to  place  the  claimant  in  em- 
ployment. If  no  employer  will  hire  a  disabled  worker  then  the  administrative 
finding  becomes  academic  and  arbitrary  and  the  insured  worker  suffers  the 
obvious  consequences. 

The  American  Council  of  the  Blind  believes  that  as  long  as  benefits  are  inade- 
quate to  provide  a  decent  minimum  standard  of  living  the  earned  income  provi- 
sions of  the  law  should  be  liberalized  to  permit  the  supplementation  of  income 
through  the  beneficiary's  individual  efforts.  Likewise  we  oppose  in  principle 
the  reduction  of  benefits  because  one  is  also  entitled  to  benefits  from  certain 
other  sources.    The  means  test  is  not  a  proper  part  of  an  insurance  program. 

This  organization  is  most  seriously  interested  in  the  inclusion  as  an  amend- 
ment to  the  pending  bill  of  the  provisions  of  S.  1787  which  provides  the  usually 
accepted  definition  of  blindness  as  an  alternative  standard  of  eligibility  for  bene- 
fits. Section  25  of  S.  940  also  contains  the  same  provisions.  The  merits  of  these 
measures  were  effectively  and  adequately  stated  on  the  floor  of  the  Senate  by  the 
Honorable  Hubert  H.  Humphrey  on  September  3,  1964,  when  he  successfully 
offered  the  same  proposition  as  an  amendment  to  the  bill  then  pending.  His 
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remarks  are  endorsed  and  incorporated  here  by  reference.    In  effect,  we  seek 

insurance  against  the  economic  consequences  of  blindness.  The  great  incidence 
of  blindness  in  this  country  occurs  after  age  45  thereby  combining  obstacles  to 
economic  adjustment.  Moreover,  the  history  has  been  that  blind  workers  have 
been  rehabilitated  in  lower  paying  jobs  than  they  previously  held.  Accordingly, 
even  where  some  adjustment  has  been  achieved  there  has  been  an  economic  loss 
to  the  individual.  ^Ve  recognize  the  ability  of  blind  persons  to  adjust  and  to  be 
productive  workers.  We  also  recognize  the  economic  loss  almost  always 
incurred  as  a  result  of  blindness.  Most  significantly,  we  recognize  the  difficulty 
in  actually  obtaining  employment  even  where  ability  has  not  been  impaii-ed  by 
blindness  and  combinations  of  other  conditions  including  advancing  age. 

Since  most  persons  lose  their  sight  in  middle  age  or  old  age  most  of  them 
will  have  far  more  than  six  quarters  of  coverage  provided  for  in  S.  1787.  How- 
ever, this  minimum  will  be  a  protection  to  those  who  lose  their  sight  before  they 
have  had  time  to  earn  during  a  longer  period  of  time. 

We  note  with  strong  approval  that  S,  1787  has  no  restriction  as  to  age  or  earn- 
ings. This  is  a  realistic  approach  to  a  true  insurance  program  which  should 
have  no  penalizing  restrictions  which  would  offset  its  true  purpose. 

We  here  express  our  appreciation  to  the  authors  of  S.  1787  and  to  Senator 
Tower  for  including  these  provisions  in  his  bill. 

The  American  Council  of  the  Blind  urges  that  the  public  assistance  amend- 
ments contained  in  the  pending  bill  be  enlarged  to  prohibit  States  from  impos- 
ing lien  laws,  relatives'  responsibility  and  residence  requirements  upon  recipi- 
ents of  assistance.  Certainly  as  long  as  so  much  of  the  grants  are  provided  by 
Federal  funds  such  prohibitions  are  entirely  proper  at  the  Federal  level.  We 
deplore  the  continuation  of  a  discriminatory  matching  formula  in  providing 
assistance  for  persons  living  in  Puerto  Rico,  Guam,  and  the  Virgin  Islands.  We 
believe  that  the  Federal  support  should  be  the  same  as  for  residents  of  the  sev- 
eral States. 

We  urge  that  social  security  benefits  be  required  to  be  disregarded  by  the 
States  in  determining  eligibility  for  assistance  since  such  benefits  are  actually 
deferred  payments  of  earned  income  and  should  be  so  defined. 

The  Ameeicais"  CouivcrL  of  the  Blind, 
By  DuEWAED  K.  McDaniel, 

First  Vice  President. 


Washixgtox,  D.C.,  May  7, 1965. 

To  Senator  Harry  F.  Byrd,  U.S.  Senate. 

Subject :  OASDI  tax  of  self-employed  under  H.R.  6675. 

At  the  time  of  consideration  of  subject  legislation,  I  kept  pointing  out  to  our 
Ways  and  Means  Committee  the  very  unfair  tax  that  would  be  imposed  on  the 
self-employed  wherein  they  will  be  paying  1%  times  the  tax  paid  by  the  employee 
for  the  same  benefits.  Some  of  the  points  which  I  raised  are  contained  in  the 
attached  copy  of  a  portion  of  my  remarks  when  debate  on  this  legislation  was 
held  on  the  House  floor. 

During  committee  discussion,  I  made  several  suggestions  of  alternatives  in  the 
approach  to  this  problem,  some  of  them  in  the  form  of  amendments.  These 
alternative  suggestions  were : 

(1)  Reduction  of  the  150-percent  self-employed  tax  to  100  percent. 

(2)  Reduction  of  the  150-percent  rate  to  125  percent. 

(3)  Allowance  of  the  extra  50  percent  paid  as  an  expense  deduction  for  Fed- 
eral income  tax  purposes, 

(4)  Reduction  of  the  rate  for  self-employed  to  100  percent  if  the  taxpayer 
has  less  than  three  employees. 

(5)  That  the  rate  be  100  percent  if  the  self-employed  has  no  regular  full-time 
employee  who  works  more  than  6  months  of  the  year.  This  provision  would  take 
care  of  the  many  farmers  who  hire  seasonal  workers  for  only  several  weeks' 
duration  during  crop  harvest. 

(6)  That  the  rate  be  100  percent  if  the  adjusted  gross  income  of  the  self- 
employed  is  less  than  810,000  a  year. 

While  many  members  of  the  committee  felt  that  several  of  these  proposals 
had  merit,  and  warranted  consideration,  nevertheless  none  was  adopted  by  the 
committee  in  the  rush  to  hasten  this  legislation  to  the  House  floor  for  passage. 

A  perusal  of  the  attached  portion  of  my  remarks  should  convince  you  "that 
some  consideration  should  be  given  to  this  large  group  of  taxpayers  who  will 
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be  subject  to  very  inequitable  treatment  under  the  proposed  legislation,  I  am 
hopeful  that  the  Senate  Finance  Committee  will  take  steps  to  correct  this 
inequity. 

Sincerely, 

Herman  T.  Schneebeli, 

3Iemher  of  Congress. 


Remarks  of  Herman  T.  Schneebeli 

This  extra  tax  on  the  self-employed  becomes  particularly  onerous  as  the  tax 
rates  increase.  Under  this  bill,  a  self-employed  person  whose  earnings  equal 
the  tax  base  will  over  his  productive  years — age  21  to  65 — have  paid  total  social 
security — OASDI — ^taxes  of  $19,712  as  compared  with  taxes  of  $13,467  paid  on 
the  same  wage  base  by  an  employee.  When  compounded  at  S^/^ -percent  interest — 
the  rate  used  by  the  Department — ^the  self-employed  OASDI  tax  comes  to  $45,032 
compared  with  $30,679  for  the  employee.  Forty-five  thousand  dollars  is  a  lot 
of  money  to  a  small  farmer,  a  small  shopkeeper,  a  member  of  the  clergy,  a 
barber,  and  the  many  millions  of  self-employed  in  our  service  industries. 

This  additional  tax  on  the  self-employed  cannot  be  justified  either  by  the 
benefits  they  receive  or  by  their  ability  to  pay.  Benefits  are  the  same  both  for 
the  self-employed  and  the  employee.  In  the  payroll  tax,  ability  to  pay  is  com- 
pletely disregarded.  The  president  of  a  large  corporation  pays  only  two-thirds 
the  tax  of  the  self-employed  barber — and  we  can  be  certain  that  there  are  more 
barbers,  small  shopkeepers,  filling  station  operators,  and  the  like,  than  there  are 
affluent  professional  people  among  the  self-employed. 

Of  the  approximately  7  million  taxpayers  who  file  returns  as  self-employed, 
more  than  one-half  report  adjusted  gross  income  of  less  than  $5,000  per  year. 
This  is  the  group  which  pays  50-percent  more  in  social  security  taxes  than  do 
the  executives  of  our  large  corporations.  They  are  the  farmers,  ministers,  bar- 
bers, taxi  owners,  filling  station  operators,  small  grocers,  newsstand  operators, 
and  the  like.  Many  have  no  employees  at  all,  other  than  occasional  family  or 
part-time  help. 

A  minister  in  my  district  wrote  : 

"So  far  this  year  I  have  paid  or  owe  $587  in  taxes  on  my  1965  income  (which 
is  slightly  over  $4,800).  This  total  figure  for  taxes  includes  $139  in  local  taxes, 
$189  in  Federal  income  tax.  and  $259  in  social  security  tax.  The  figure,  of 
course,  does  not  include  the  Pennsylvania  sales  tax  and  the  various  hidden  taxes. 

There  are  three  children  in  our  family  (the  youngest  is  5  years  of  age  and  the 
oldest,  12  years  of  age).  I  find  it  extremely  diflacult  at  the  present  time  to  set 
aside  one-eighth  of  my  income  to  cover  these  various  taxes.  If  the  social  security 
tax  is  increased,  the  payment  of  the  increase  will  not  only  be  extremely  diflBcult, 
but  it  will  become  virtually  impossible  without  depriving  the  five  members  of 
the  family  of  adequate  food,  clothing,  and  dental  and  medical  care.  Doubtless 
many  other  clergymen  and  other  persons  classified  as  self-employed  find  them- 
selves in  the  same  predicament." 

In  rejecting  my  proposal  that  we  take  action  in  this  bill  to  remove  the  penalty 
on  the  self-employed,  I  was  told  that  it  would  cost  too  much.  I  am  not  impressed 
with  the  answer.  Actually,  the  initial  cost  to  adjust  this  tax  would  amount  to 
0.05  percent  of  payroll  at  a  $5,600  base.  With  the  projected  inci-eases  in  both 
the  tax  and  wage  base,  which  are  provided  in  the  bill,  I  am  confident  that  the 
shifting  of  this  extra  burden — now  paid  by  the  self-employed— to  all  w^age  earn- 
ers and  employers,  including  the  same  self-employed,  would  not  have  a  signifi- 
cant impact  on  the  social  security  trust  fund.  And  this  impact  could  well  be 
spread  over  a  period  of  years,  just  as  the  committee  bill  spreads  the  cost  of 
increased  cash  benefits  and  the  cost  of  the  hospitalization  program. 

The  additional  tax  to  finance  the  health  insurance  program  provides  the  same 
rate  for  the  employer,  the  employee,  and  the  self-employed  alike.  If  the  principle 
of  this  new  tax  is  right,  there  is  no  justification  for  continuing  to  tax  the  self- 
employed  at  a  much  higher  rate  to  finance  cash  benefits. 

I  earnestly  hope  that  the  other  body,  on  passage  of  the  bill,  will  face  up  to 
this  problem.  The  self-employed  need  help ;  and  all  I  ask  is  that  they  be  given 
the  same  consideration  as  everyone  else. 
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Abbott  Laboratories, 
:^^orth  Chicago,  111.,  M<nj  14,  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Committee  on  Finance, 

U.S.  Senate,  Washington,  D.C. 

Dear  Sexator  Byrd  :  Thank  you  for  your  letter  of  May  10,  1965,  to  Mr. 
George  Cain  and  your  invitation  to  .submit  a  written  statement  of  Abbott  Lab- 
oratories' position  on  H.R.  6675.  We  also  appreciate  your  offer  to  make  our 
statement  a  part  of  the  public  record  of  the  hearings. 

As  a  major  drug  manufacturer,  Abbottt  Laboratories  is  a  research  minded 
organization.  The  purpose  of  pharmaceutical  research  is,  of  course,  to  find  new 
and  better  weapons  for  the  "health  teams'  "  constant  battle  against  the  ravages 
of  disease.  The  problem  your  committee  is  now  facing  stems,  in  large  part,  from 
the  success  of  the  "health  teams'  "  efforts  to  extend  the  life  of  our  people  by 
conquering  many  of  the  diseases  which  a  few  years  ago  took  so  many  people  in 
the  prime  of  life. 

We  cannot  and  do  not  feel,  however,  that  the  solution  of  the  problem  lies  in 
depriving  physicians  of  drugs  which  they  have  used  for  many  years  with  dem- 
onstrated success,  nor  of  new  drugs  which  will  be  the  result  of  millions  of  dollars 
and  thousands  of  scientific  man-hours  expended,  not  only  by  Abbott,  but  by  all 
of  the  research  oriented  companies. 

H.R.  6675.  unless  appropriately  amended,  will  encourage  just  such  an  unfor- 
tunate trend.  For  example,  section  1861  (t)  which  defines  the  terms  "drugs" 
and  '•biologicals"  would  limit  the  reimbursement  for  drugs  to  only  those  products 
described  in  the  U.S.  Pharmacopoeia  or  the  National  Formulary,  or  in  Xew 
Drugs,  or  Accepted  Dental  Remedies,  or  to  those  approved  by  a  local  hospital 
therapeutics  committee. 

The  ofiicial  compendia  were  never  meant  to  be  an  exhaustive  list  of  safe  and 
effective  drugs.  Note  that  the  preface  to  Pharmacopoeia  of  the  United  States, 
16th  revision,  in  discussing  its  function  of  selecting  a  list  of  drugs  of  established 
merit  and  necessity  states  on  page  XIV  : 

■'Yet,  by  its  nature,  the  process  of  selection  can  scarcely  be  perfect,  for  no 
means  has  been  found  to  insure,  at  least  by  the  time  of  publication,  that  all 
drugs  included  are  of  equal  merit  and  that  no  others  equally  meritorious  are 
omitted." 

The  National  Formulary  also  lists  drugs  on  the  basis  of  therapeutic  value. 
Neither  volimie  purports  to  be  complete  and  if,  indeed,  either  were,  it  would  be 
necessary  to  refer  only  to  that  one  rather  than  to  both. 

New  Drugs,  the  publication  of  the  American  Medical  Association's  Council 
on  Drugs,  according  to  the  Journal  of  the  American  Medical  Association,  De- 
cember 14,  1965,  volume  190,  No.  11,  will  not  necessarily  be  recommending  the 
drugs  upon  which  it  will  be  commenting.  On  page  112,  the  Journal  of  the 
American  Medical  Association  says  : 

"'It  should  be  emphasized  that  'New  Drugs'  is  not  a  textbook  on  pharmacology 
or  therapeutics :  instead  it  deals  with  the  safety  and  eflScacy  of  new  drugs  and 
how  they  compare  with  other  agents,  both  old  and  nevr.  that  have  similar  uses. 
Thus,  the  inclusion  of  a  statement  does  not  imply  the  council's  acceptance  or 
approval  of  the  ding :  the  opinions  are  based  on  the  weight  of  the  available  evi- 
dence, and  may  be  either  favorable  or  unfavorable."' 

And  further :  "The  book  presents  the  council's  current  evaluation  of  single- 
entity  agents  that  have  leoi  introduced  within  the  past  10  years — drugs  that  have 
reached  the  market  since  a  majority  of  practicing  physicians  have  completed 
their  years  of  formal  education  and  training."    [Emphasis  added.! 

The  inclusion  of  drugs  approved  by  a  local  hospital  therapeutics  committee 
does  not  constitute  a  broadening  of  the  number  of  drugs  available  to  a  physician 
suiBcient  to  resolve  the  problem  raised.  It  is  generally  known  that  such  lists 
are  too  exclusionary  to  be  acceptable  in  toto  by  the  hospital  staffs  they  are  in- 
tended to  serve.  Weekly  Pharmacy  Reports,  vol.  12,  No.  19.  of  May  IS.  1963, 
reporting  on  an  agreement  between  the  American  Medical  Association,  the 
American  Pharmaceutical  Association,  the  American  Hospital  Association  and 
the  American  Society  of  Hospital  Pharmacists  quotes  the  salient  points  of  an 
accord  on  the  proper  function  of  hospital  formularies,  including  the  following : 

"(4)  Authorize  the  physician  to  prescribe  medications  noi  included  in  the 
formulary  if  in  his  judgment  individual  patients  reqiure  special  treatment. 


1176 


SOCIAL  SBCURITY 


"(5)  Permit  the  physician,  at  the  time  of  prescribing  medications,  to  approve 
or  disapprove  the  dispensing  or  the  administration  of  medications  in  accordance 
with  the  hospital  formulary  system." 

The  criteria  for  selection  of  drugs  for  which  reimbursement  will  be  made  is 
therefore  inadequate.  The  compendia  listed  in  the  bill  do  not  purport  to  be  com- 
plete listings  of  drugs  which  have  been  found  by  the  medical  community  to  be 
useful  and  necessary  in  the  proper  practice  of  medicine.  Neither  do  those  per- 
sons most  intimately  associated  with  the  operations  of  hospital  drug  therapeutics 
committees  conceive  of  their  ei^orts  as  being  adequate  to  provide  physicians  with 
all  drugs  customarily  used  by  their  staffs. 

We  therefore  ask  that  you  accept  the  change  in  language  recommended  by  Dr. 
Austin  Smith  on  behalf  of  the  Pharmaceutical  Manufacturers'  Association  in 
his  letter  of  April  12, 1965,  which  is  addressed  to  you  : 

"It  is  our  suggestion  that  section  1861  (t)  be  amended  by  deleting  the  words: 
'or  as  are  approved  by  the  pharmacy  and  drug  therapeutics  committee  (or  equiva- 
lent committee)  of  the  medical  staff  of  a  hospital  furnishing  such  drugs  and 
biologicals.'  In  lieu  of  this  language  insert  the  words :  'or  are  ordered  or  pre- 
scribed by  the  attending  physicians  on  the  medical  staffs  of  hospitals  for  the  care 
and  treatment  of  patients'." 

-We  further  believe  that  sections  1814(b)  and  1861  (v)  (1)  give  too  broad  powers 
to  the  Secretary  of  the  Department  of  Health,  Education,  and  Welfare  in  estab- 
lishing what  are  reasonable  costs.  We  suggest  that  the  following  language  be 
added  to  the  end  of  section  1861  (v)  (1)  : 

"Provided,  however,  That  charges  for  items  or  services  furnished  a  patient 
shall  be  deemed  to  be  reasonable  if  they  are  ordered  or  prescribed  by  the  patient's 
physician  for  medical  reasons,  and  if  such  charges  do  not  exceed  the  customary 
amount  charged  by  the  provider  of  services  to  persons  not  subject  to  this  title." 

We  endorse  the  position  of  the  Pharmaceutical  Manufacturers'  Association,  of 
which  we  are  a  member,  as  expressed  by  the  testimony  of  Dr.  Smith  before  your 
committee.  The  changes  recommended  are,  we  feel,  essential  to  the  broad  pur- 
poses of  the  act. 

Sincerely  yours, 

Laurence  R.  Lee, 
Secretary  and  General  Counsel. 


New  Yokk  Chamber  of  Commerce, 

New  York,  N.Y.,  May  11, 1965. 

Re  H.R.  6675. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd  :  Your  distinguished  committee  is  studying  a  proposed 
hospital  and  medical  care  program  for  the  aged  so  broad  and  far  reaching  in 
scope  that  one  can  only  hazard  a  guess  as  to  its  ultimate  consequences  for  our 
Nation.  Whether  for  good  or  otherwise,  it  is  certain  that  the  elements  of  the 
program,  once  approved,  will  not  easily  be  reversed.  We  deem  it  a  matter  of 
greatest  urgency  that  the  people  and  their  representatives  understand  exactly 
what  is  at  stake,  and  are  confident  that  in  your  hands  H.R.  6675  will  receive 
the  careful  review  it  deserves. 

Some  aspects  of  this  proposal  the  New  York  Chamber  of  Commerce  must,  in 
good  conscience,  oppose :  others  we  support  and  urge  approval  by  Congress. 
Thus,  we  endorse  the  general  increase  in  current  cash  benefits,  and  we  suggest 
further  that  a  more  liberal  program  of  cash  benefits  may  be  the  preferable 
answer  to  the  problem  of  health  and  medical  needs.  At  least  this  approach 
would  avoid  the  actuarial  quagmire  posed  by  the  concept  of  service  benefits. 

Our  opposition  to  the  proposed  hospital  and  nursing  home  care  program 
(in  part  A)  centers  in  our  belief  that  it  is  unwise  to  incorporate  service  bene- 
fits in  a  system  whose  fiscal  integrity  depends  on  the  predictability  of  future 
obligations  in  relation  to  future  revenues.  This  task  is  already  suflSciently 
difficult,  as  can  be  seen  in  the  repeated  overly  optimistic  estimates  of  the  trustees. 
Now  v,'e  are  preparing  to  accept  unknowable  costs — a  step  that  violates  social 
security  principles  and  threatens  the  very  foundation  of  the  system.  Nor  is 
the  setting  up  of  a  separate  contingency  reserve  any  real  guarantee  of  protection; 
for  a  case  in  point  note  the  proposed  diversion  of  OASI  revenues  to  cover 
deficits  being  incurred  by  the  disability  program. 
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The  chamber's  disagreement  runs  particularly  strong  as  to  the  proposal  to 
establish  a  voluntary  medical  insurance  program  subsidized  from  the  general 
fund.  It  is  not  truly  "voluntary"  when  the  Government  provides  a  50-percent 
tax  subsidy  and  estimates  that  up  to  90-95  percent  of  the  elderly  will  join. 
This  proposal,  which  was  not  part  of  the  administration's  original  bill  and  not 
subjected  to  the  test,  heretofore,  of  detailed  public  hearings  is  inconsistent  with 
American  social  insurance  theory  and  practice.  Self-supporting  people  will  be 
given  an  unnecessary  subsidy ;  those  on  the  borderline  financially  who  are  most 
in  need  of  the  benefits  will  have  the  greatest  difficulty  in  putting  up  the  money ; 
but  the  improvident  and  impecunious  will  have  their  costs  paid  at  the  tax- 
payer's expense.  Concerning  the  ultimate  cost  to  the  taxpayer,  only  experience 
will  tell,  though  even  the  more  conservative  estimates  are  foreboding. 

We  feel  strongly  that  general  revenue  financing  of  broad  social  programs  is 
an  error.  A  major  discipline  built  into  OASDI  is  the  payroll  tax  device  which 
reminds  each  worker  that  benefits  cost  money  through  commensurate  increases 
in  his  contribution  rates.  This  cost  consciousness  is  lost  when  Government 
subsidies  are  made  available  from  general  revenues,  and  the  sky  literally  becomes 
the  limit  of  benefit  levels.  If  Congress  must  enact  a  program  of  medical 
coverage,  and  this  need,  it  seems  to  us,  is  questionable,  it  would  be  more 
desirable  in  our  view  to  include  it  under  OASDI  where  costs  can  be  reflected 
in  the  payroll  tax. 

The  supplementary  program  would  put  the  Federal  Government  in  the  volun- 
tary insurance  business,  and  on  a  subsidized  basis  that  would  make  it  difficult 
for  private  carriers  to  compete.  Moreover,  it  runs  counter  to  the  President's 
1965  health  message  in  which  he  urged  a  prominent  place  for  health  insurers 
in  any  supplemental  plan — presumably  as  underwriters,  not  administrators. 
To  a  considerable  degree  it  appears  to  have  been  added  to  the  original  measure 
without  adequate  consideration  of  all  the  implications.  We  recommend  that  it 
be  rejected  by  the  Senate. 

Turning  to  those  proposals  which  would  affect  the  disability  portion  of  social 
security,  we  wish  to  record  our  opposition  to  payment  of  benefits  commencing 
with  the  sixth  m.onth  of  incapacity.  Most  private  plans,  especially  group  plans, 
already  cover  the  sixth  month  and  the  resultant  overlap  of  benefits  would 
be  undesirable.  Further,  this  change  is  an  unnecessary  step  into  the  realm 
of  temporary  disability  insurance  presently  well  served  by  private  carriers. 

Our  final  comments  are  made  with  reference  to  the  proposed  automatic 
increase  in  the  earnings  base  to  $6,600  in  1971.  To  schedule  such  an  increase 
in  advance  is  inconsistent  with  the  wage-related  character  of  social  security. 
We  have  no  guarantee  that  in  1971  average  full-time  earnings  will  amount  to 
$6,600;  if  this  proves  true  subsequently  than  Congress  at  that  time  can  make 
the  necessary  adjustment.  As  it  stands,  this  proposal  is  an  attempt  to  use 
the  wage  base  primarily  as  a  revenue  producing  device — something  the  founders 
of  the  program  never  intended.  In  our  view,  there  should  not  even  be  an 
ironclad  rule  to  keep  the  base  fixed  at  average  wage  levels ;  as  society  grows 
more  affluent  the  relative  role  of  social  security  should  diminish  with  greater 
reliance  placed  on  individual  savings  for  the  retirement  years. 

We  respectfully  request  that  these  comments  be  made  part  of  the  official 
record  of  your  hearings. 
Sincerely  yours, 

Mark  E.  Richardson, 

Executive  Vice  President. 


Olin, 

Neiv  York,  N.Y.,  May  12,  1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee,  U.S.  Senate,  Senate  Office  Building, 
Washington,  D.G. 

Dear  Senator  Byrd  :  This  letter  is  respectfully  submitted  in  connection  with 
H.R.  6675,  89th  Congress,  a  bill  establishing  a  new  Federal  hospital  and  related 
health  care  program  which  is  now  under  active  consideration  by  your  com- 
mittee. 

E.  R.  Squibb  &  Sons,  the  pharmaceutical  division  of  the  Olin  Mathieson 
Chemical  Corp.  has  been  engaged  in  the  manufacture  of  medicinal  products 
since  1858,  is  fundamentally  interested  in  the  research,  production  and  distribu- 
tion of  medicinal  products  to  the  health  professions,  and  has  a  deep  concern 
for  sound  legislation  affecting  medical  and  other  health  services  especially  to 
our  expanding  population  over  65- 
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We  are  very  much  pleased  that  your  committee  is  extending  well-deserved 
public  discussion  and  consideration  to  the  many  aspects  of  the  "medicare" 
legislation.  We  would  like  to  submit  our  comments  on  several  of  the  provisions 
of  the  proposed  bill  which  we  believe  require  further  consideration  and 
improvement : 

(1)  Our  country  leads  the  world  in  the  development  of  health  sciences.  An 
amazing  integrated  network  of  education,  research  and  progress  in  the  develop- 
ment of  medicinal  products  has  reinforced  the  practice  of  medicine  and  the 
medical  services  which  are  provided  throughout  the  country.  Since  most  of 
these  developments  originate  in  private  efforts,  we  are  particularly  pleased 
with  the  proposed  language  against  Federal  interference  over  the  practice  of 
medicine,  over  the  manner  in  which  medical  services  are  provided,  and  over 
the  administration  of  institutions  and  personnel.  We  commend  particularly 
the  patient's  guarantee  of  free  choice  of  any  qualified  agency  or  person  as 
provided  in  section  1802  of  the  bill. 

(2)  We  do,  however,  see  a  serious  restriction  in  the  language  of  section 
1861  (t)  defining  "drugs  and  biologicals,"  confining  the  selection  of  medicines 
only  to  those  listed  in  certain  named  publications  which  excludes  a  high  per- 
centage of  well-known  extensively  used  medications  not  listed  in  these  publica- 
tions. Furthermore,  we  seriously  question  this  interference  with  the  attending 
physician's  freedom  of  choice  as  to  medication. 

We  recommend  a  modification  of  section  1861  (t)  by  deleting  the  words,  "or 
as  are  approved  by  the  pharmacy  and  drug  therapeutics  committee  (or  equiva- 
lent committee)  of  the  medical  staff  of  a  hospital  furnishing  such  drugs  and 
biologicals,"  and  substituting,  "or  are  ordered  or  prescribed  by  the  attending 
physicians  on  the  medical  staffs  of  hospitals  for  the  care  and  treatment  of 
patients." 

Usually  a  considerable  period  of  time  must  elapse  before  new  drugs  approved 
by  FDA  are  ofl!icially  listed  in  the  U.S.P.  and  the  other  named  publications. 
Yet  their  availability  to  prescribing  physicians  should  be  immediate  on  ap- 
proval by  FDA  and  should  not  be  withheld  from  patients  merely  because  of 
exclusion  from  a  printed  list. 

The  official  publications  also  are  incomplete  in  that  many  dosage  forms  of  a 
widely  used  drug  and  combination  product  are  not  listed  despite  the  widespread 
practice  among  physicians  to  use  formulations  they  consider  economical,  con- 
venient and  effective  for  the  treatment  of  their  patients. 

It  has  been  called  to  our  attention,  for  example,  that  17  of  the  50  most 
frequently  prescribed  drugs  are  not  listed  in  the  official  compendia  (U.S.P. 
or  N.F.)  nor  in  the  N.N.D.  or  A.D.R.,  all  of  which  are  listed  in  this  section 
of  the  bill.  Of  the  295  Squibb  drugs  presently  used  and  dispensed  in  hospitals 
and  pharmacies  in  this  country,  128  or  43  percent  are  not  included  in  any  of 
the  4  above-identified  publications. 

This  means  that  these  drugs  would  be  excluded  from  those  available  to 
attending  physicians  in  the  hospitals  of  the  country  unless  they  were  listed 
among  those  drugs  "approved  by  the  pharmacy  and  drug  therapeutics  commit- 
tee (or  equivalent  committee)  of  the  medical  staff  of  the  hospital  furnishing 
such  drugs  and  biologicals." 

Under  this  restriction,  aged  participants  of  the  benefits  of  this  bill  will  be 
denied  many  drugs  which  their  physicians  customarily  prescribe.  The  patients 
will  be  deprived  of  the  best  possible  medicinal  care  and  physicians  will  be 
restricted  as  to  the  medication  they  can  choose  for  their  patients.  We  under- 
stand that  about  half  of  the  Nation's  hospitals  do  not  have  therapeutic  com- 
mittees, and  even  where  they  do  exist,  many  are  reported  to  be  relatively  inac- 
tive and  have  a  wide  disparity  in  standards  and  procedures. 

As  a  specific  example,  we  provide  several  important  combination  drugs,  par- 
ticularly certain  antibiotic  products,  which  are  widely  used  in  the  hospitals 
and  private  practice  in  this  country  including  the  treatment  of  conditions  well 
known  among  the  aged.  Although  each  ingredient  could  be  prescribed  sep- 
arately, economy,  simplicity  and  practical  therapy  lead  physicians  to  prefer  to 
prescribe  a  combination  product  for  desired  effectiveness.  Physicians  should 
be  free  to  prescribe  for  any  person  over  65  qualifying  under  the  proposed  bill, 
the  same  quality  and  choice  of  drug  therapy  that  is  available  to  that  physician 
in  the  treatment  of  his  other  patients.  They  would  be  limited  under  the 
present  provisions  of  H.R.  6675. 

(3)  We  also  hold  grave  reservations  as  to  the  interpretation  which  can  be 
applied  to  the  language  of  sections  1814(b)  and  1861  (v)(l).    Both  provisions 
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refer  to  the  term,  "reasonable  cost"  for  these  services  and  this  introduces  the 
requirement  for  the  definition  and  interpretation  of  "reasonable  cost."  The 
language  of  the  bill  provides  that  regulations  will  be  established  as  to  the 
methods  of  determining  costs  for  various  types  of  institutions,  agencies  and 
services. 

The  Secretary  by  regulation,  however,  could  exclude  certain  drugs  on  the 
basis  of  cost  alone.  The  lowest  price  available  to  the  Federal  Government 
or  State  government  as  mass  purchasers  might  well  be  a  benchmark  that  would 
exclude  due  consideration  of  the  distributing  costs,  marketing  requirements, 
quality  standards  and  research  commitments  of  the  industry.  The  primary 
issue  should  be  the  well-being  of  the  patient,  the  professional  decision  of  the 
attending  physician  and  the  effectiveness  and  quality  characteristics  of  the 
medication — not  where  can  medication  be  bought  at  the  lowest  price  to  handle 
welfare  needs. 

In  order  that  physicians,  hospitals  and  institutions,  and  the  pharmaceutical 
industry  retain  freedom  to  conduct  their  operations  in  the  best  interests  of  the 
public,  we  propose  that  the  following  language  be  added  at  the  end  of  section 
1861 (v)  (1)  : 

''Provided,  however,  That  charges  for  items  or  services  furnished  a  patient 
shall  be  deemed  to  be  reasonable  if  they  are  ordered  or  prescribed  by  the 
patient's  physician  for  medical  reasons,  and  if  such  charges  do  not  exceed  the 
customary  amount  charged  by  the  provider  of  services  to  persons  not  subject 
to  this  title." 

It  is  our  hope  that  you  will  give  serious  consideration  to  these  comments  and 
suggestions.  We  would  also  like  to  recommend  in  particular,  favorable  con- 
sideration of  those  comments  presented  by  the  Pharmaceutical  Manufacturers 
Association  in  which  we  are  an  active  member. 

We  fully  recognize  the  importance  and  the  forward  progress  implicit  in  the 
proposed  legislation  and  we  have  every  confidence  that  the  hearings  and  the 
considerations  provided  by  your  committee  will  help  tremendously  in  the 
fashioning  of  an  improved  bill  that  will  meet  the  desires  of  the  Congress  in 
assistance  to  the  aged. 

Respectfully  yours, 

Richard  M.  Furlaud. 


Peteesburg  General  Hospital, 

Petersburg,  Va.,  May  12, 1965. 

Hon.  Harry  F.  Byrd, 
Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Byrd  :  This  letter  is  in  regards  to  H.R.  6675  which  excludes 
the  services  of  radiologists,  pathologists,  anesthesiologists,  and  psychiatrists  as 
hospital  benefits  as  it  applies  to  medicare. 

The  Hospital  Authority  of  the  City  of  Petersburg  went  on  record  as  opposing 
that  portion  of  the  bill  and  hereby  asks  your  assistance  to  restore  the  services 
of  these  medical  specialists  as  part  of  the  hospital  benefits. 

With  kindest  regards,  I  am. 
Sincerely, 

George  E.  Bokinsky,  Administrator. 


Conference  of  State  Manufacturers  Associations, 

Indianapolis,  Ind.,  May  13, 1965. 

Hon.  Harry  F.  Byrd, 

Chairman,  Senate  Finance  Committee, 

Neiv  Senate  Office  Building,  Washington,  D.C. 

Dear  Senator  Byrd:  The  Conference  of  State  Manufacturers  Associations 
would  like  to  respectfully  record  its  opposition  to  section  303(a)  (1)  and  (2)  of 
H.R.  6675  which  would  substantially  increase  the  areas  of  duplication  presently 
existing  between  State  workmen's  compensation  programs  and  the  disability 
program  of  the  Social  Security  Act. 

The  enactment  of  the  above  section  would  definitively  reduce  major  incentives 
for  rehabilitation  to  injured  workers  and  for  the  continued  improvement  of  bene- 
fit levels  by  the  States.    Thus,  the  further  expansion  of  Federal  disability  beue- 
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fits  pyramiding,  as  it  does,  State  workmen's  compensation  benefits,  must 
inevitably  lead  to  the  abdication  of  serious  State  responsibilities  and  the  prob- 
able ultimate  extinction  of  State  workmen's  compensation  programs. 

We  believe  that  our  State  workmen's  compensation  laws  have  now  reached  the 
point  where  they  effectively  fulfill  the  purposes  for  which  they  were  enacted  into 
law.  Replacement  by  the  social  security  disability  program  would  tend  to  de- 
stroy the  objectives  which  they  seek  to  attain,  without  filling  the  open  gap  and 
resulting  in  detriment  to  the  working  population  and  the  industrial  community. 

It  is  clear  that  the  State  workmen's  compensation  systems  have  attacked  the 
very  root  of  the  necessity  for  their  existence — the  occurrence  of  accidents.  No 
other  social  insurance  program,  including  social  security,  can  make  a  similar 
claim.  Workmen's  compensation  has,  in  fact,  helped  to  reduce  the  accident  fre- 
quency in  the  past  four  decades  by  80.6  percent  and  the  severity  rate  by  72.2  per- 
cent The  cost  of  work  injuries  is  through  the  rating  system,  borne  directly  by 
the  employer  under  whose  supervision  injuries  have  occurred.  This  is  the  rea- 
son why  in  1056  the  U.S.  Department  of  Labor,  Bureau  of  Labor  Standards 
reported  that  "workmen's  compensation  provided  the  first  real  stimulus  to  indus- 
trial accident  prevention  and  is  primarily  responsible  for  the  safety  movement  as 
we  know  it  today. 

"The  fact  that  accidents  are  costly  has  been  and  still  is  the  chief  driving  force 
behind  the  industrial  safety  work  done  in  the  field  of  industrial  safetv  by  insur- 
ance companies  and  by  employers,  both  individually  and  through  service  organi- 
zations." 

It  was  the  need  to  restore  losses  brought  about  through  industrial  injuries 
which  gave  impetus  to  the  development  of  the  field  of  rehabilitation.  Indeed,  it 
is  the  business  of  the  State  workmen's  compensation  system  to  help  injured  men 
and  women  to  return  to  their  jobs.  The  control  of  disability  through  maximal 
restoration  of  a  disabled  person  has  become  the  goal  of  all  State  workmen's  com- 
pensation laws.  Savings  resulting  from  properly  administered  rehabilitation 
programs  are  passed  on  to  employers  in  the  form  of  reduction  of  workmen's  com- 
pensation premiums  and  rates.  This  built-in  incentive  encourages  both  employ- 
ers mid  thp'tr  insurance  carriers  to  make  maximum  use  of  rehabilitation  facilities 
in  all  possible  cases. 

Whether  the  State  workmen's  compensation  system  or  the  Federal  social  secu- 
ritv  svsto'11  should  ha^'p  tb*^  basic  responsibility  for  the  administration  of  indus- 
trial accident  indemnification  depends  upon  what  objectives  are  believed  to  be  in 
the  public  interest.  We  recognize  and  are  convinced  that  the  State  workmen's 
compensation  system  as  it  has  evolved  today  represents  a  broader  humanitarian 
approach  than  the  disability  program  of  the  Social  Security  Act. 
Respectfully, 

A.  C.  CoNDE,  Chairman. 
P.S. — Please  see  attached  list  of  State  manufacturing  associations  which  have 
endorsed  the  foregoing  statement. 


Tlie  following  state  manufacturing  associations  have  endorsed  the  foregoing 
statement : 

Associated  Industries  of  Alabama. 

Associated  Industries  of  Arkansas. 

California  Manufacturers  Association. 

Manufacturers  Association  of  Colorado. 

The  Manufacturers  Association  of  Connecticut,  Inc. 

Associated  Industries  of  Florida. 

Associated  Industries  of  Georgia. 

Hawaii  Manufacturers  Association. 

Associated  Industries  of  Idaho. 

Illinois  Manufacturers'  Association. 

Indiana  Manufacturers  Association. 

Iowa  Manufacturers  Association. 

Associated  Industries  of  Kentucky. 

Louisiana  Manufacturers  Association. 

Associated  Industries  of  Maine. 

Michigan  Manufacturers'  Association. 

Associated  Industries  of  Massachusetts. 

Minnesota  Employers'  Association. 

Missisippi  Manufacturers  Association. 
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Associated  Industries  of  Missouri. 
Associated  Industries  of  Nebraska. 
New  Hampshire  Manufacturers  Association. 
New  Jersey  Manufacturers  Association. 
Associated  Industries  of  New  York. 
The  Ohio  Manufacturers  Association. 
Associated  Industries  of  Oklahoma,  Inc. 
Associated  Oregon  Industries.  Inc. 
Pennsylvania  Manufacturers'  Association. 
Associated  Industries  of  Puerto  Rico. 
Tennessee  Manufacturers  Association. 
Texas  Manufacturers  Association. 
Utah  Manufacturers  Association. 
Associated  Industries  of  Vermont. 
Associated  Industries  of  Washington. 
West  Virginia  Manufacturers  Association. 
Wisconsin  Manufacturers  Association. 
Virginia  Manufacturers  Association,  Inc. 


Statement  of  Hon.  Robert  E.  Sweeney,  a  Representative  in  Congress  From 

THE  State  of  Ohio 

Mr.  Chairman,  I  am  very  appreciative  for  the  opportunity  of  appearing  before 
your  committee  this  morning  to  testify  in  support  of  the  administration's  Social 
Security  Amendments  of  1965.  As  a  freshman  Member  of  the  89th  Congress, 
I  was  honored  to  support  H.R.  6675  providing,  as  it  does,  a  comprehensive  hospital 
Insurance  program  for  the  aged  under  social  security. 

I  wish  to  pay  particular  compliment  to  the  members  of  the  House  Committee 
on  Ways  and  Means,  and,  in  particular,  to  its  distinguished  chairman,  the  Honor- 
able Wilbur  D.  Mills,  of  the  great  State  of  Arkansas.  This  committee  worked 
long  and  diligently  to  establish  a  coordinated  health  insurance  program  for 
persons  65  or  over. 

As  a  candidate  for  the  U.S.  Congress,  I  pledge  my  support  for  the  Johnson 
administration's  basic  plan  for  providing  protection  against  the  costs  of  hospital 
and  related  care,  financed  through  a  separate  payroll  tax  and  trust  fund.  But, 
in  my  view,  this  basic  plan  w^as  broadly  improved  upon  through  the  action  of 
Chairman  Mills  and  this  committee  by  incorporating  thereto  a  voluntary  supple- 
mentary plan  covering  payments  for  physicians  and  other  medical  and  health 
services.  As  a  Member  of  the  House  of  Representatives,  I  was  proud  of  the 
work  of  the  Committee  on  Ways  and  Means  in  reporting  the  bill  to  the  floor, 
and  I  was  honored  to  cast  my  vote  in  support  of  H.R.  6675- 

I  support  the  amendments  providing  for  the  two  new  insurance  programs  be- 
cause I  believe  these  amendments  address  themselves  to  the  expanded  medical 
care  program  for  the  needy  and,  in  particular,  the  medically  needy.  The 
amendments  to  the  Social  Security  Act  further  combine  all  of  the  vendor 
medical  provisions  for  the  aged,  the  blind,  and  the  disabled.  Federal  matching 
share  for  cash  payments  for  these  of  God's  alBiicted  would  also  be  increased; 
services  for  maternal,  child  health,  crippled  children,  and  the  mentally  retarded 
would  be  expanded;  a  5-year  program  to  provide  comprehensive  health  care 
and  services  for  needy  children  of  school  age  or  preschool  age  can  now  be 
authorized;  and  finally,  these  amendments  wipe  away  restrictions  on  Federal 
participation  in  public  assistance  grants  to  aged  individuals  in  TB  or  mental 
disease  hospitals. 

As  Congressman  at  large  for  the  State  of  Ohio,  I  believe  that  it  is  long 
overdue  that  the  Congress  increase  benefits  to  the  old-age,  survivors,  and  dis- 
ability insurance  system  by  7  percent.  I  am  happy  to  note  that  this  bill  grants 
coverage  to  certain  occupations,  such  as  doctors  and  other  employed  persons.  I 
applaud  the  amendment  that  provides  for  continuance  of  benefits  to  age  22  for 
certain  dependent  children  in  school. 

Mr.  Chairman,  my  constituency  numbers  10^^  million  people  in  a  growing 
industrial  State,  and  daily  that  constituency  make.s  requests  upon  mv  office 
that  the  Congress  of  the  United  States  increase  the  amount  an  individual  is 
permitted  to  earn  without  suffering  full  deductions  from  benefits  of  tlie 
present  Social  Security  Act.  The  major  amendments  of  the  Social  Security  Act 
of  1965.  as  are  before  you  for  consideration,  represent  a  program  that  is  com- 
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prehensive  in  its  tone  and  uniform  in  its  application.  It  is  a  program  wliich 
has  avoided  creating  different  classes  of  senior  citizens.  It  is  financially- 
sound  and  does  not  depend  upon  the  income  test  as  provided  in  other  proposals. 

Mr.  Chairman,  the  administration's  medicare  proposal  is  a  compliment  to 
the  President  and  to  the  Congress  and  is  a  major  step  in  effecting  a  sound 
health  program  for  the  Nation,  based  on  the  time-tested  social  security  system. 
As  the  President  said,  health  care  for  the  elderly  under  social  security  is  de- 
signed to  lift  a  person's  spirit,  to  remind  him  that  he  is  a  necessary  part  of  the 
community  deserving  of  the  benefits  he  has  worked  to  achieve;  and  since  this 
plan  will  be  purchased  during  the  working  years,  the  stigma  of  accepting 
charity  will  be  completely  removed.  The  hospital  care  and  other  benefits  will 
have  been  earned. 

Mr.  Chairman,  the  passage  by  your  committee  and  ultimately  by  the  Senate 
of  the  United  States,  will  supply  the  prudent,  feasible,  and  dignified  way  to  free 
the  aged  in  this  land  from  the  fear  of  financial  hardship  in  the  event  of  illness. 
I  am  proud  and  delighted  to  recommend  the  passage  of  this  legislation  to  your 
committee. 


Statement  of  the  Texas  Medical  Association  on  Title  III,  H.R.  6675, 
Compulsory  Coverage  of  Physicians 

The  9,300-member  Texas  Medical  Association  welcomes  an  opportunity  to  pre- 
sent a  statement  to  the  Senate  Finance  Committee  on  a  provision  in  title  III, 
H.R.  6675,  which  provides  compulsory  social  security  coverage  for  self-employed 
physicians  and  for  interns  and  residents.  Coverage  and  liability  for  taxes  for 
physicians,  interns,  and  residents  would  begin  on  January  1,  1966. 

The  Texas  Medical  Association  wishes  to  express  its  opposition  to  that  pro- 
vision, and  respectfully  urges  the  Senate  Finance  Committee  to  delete  it  from 
H.R.  6675. 

As  members  of  the  Senate  Finance  Committee  are  aware,  social  security  is  a 
tax  program  designed  to  require  payment  of  specified  percentages  of  earnings 
during  the  individual's  working  years  in  exchange  for  stipulated  amounts  paid 
for  retirement,  disability,  and  survivorship  pensions. 

Although  there  is  no  equity  in  the  relationship  between  taxes  to  be  paid  and 
the  amount  of  benefits  which  may  be  received,  nevertheless,  we  do  not  believe 
that  it  is  a  purpose  of  the  social  security  program  to  require  individuals  to  pay 
these  taxes  and  then  to  receive  little  or  nothing  in  return.  Yet,  this  is  precisely 
what  will  happen  to  many  physicians  if  they  are  forced  to  contribute  to  social 
security.  In  support  of  this  statement,  permit  us  to  cite  three  points  for  your 
consideration. 

1.  Most  physicians  would  have  little  prospect  of  receiving  social  security 
retirement  benefits  until  reaching  age  72.  Social  security  retirement  benefits 
are  limited  essentially  to  those  who  retire  at  age  65,  and  who  have  earnings  of 
not  more  than  $1,200  each  year. 

Most  self-employed  physicians  rarely  can  count  on  retiring  upon  reaching 
age  65.  Most  physicians  who  are  able  to  work  are  needed  and  prefer  to  keep 
right  on  practicing  medicine.  They  do  so  because  they  still  can  utilize  their 
knowledge  and  skill  to  minister  to  the  sick,  and  because  their  patients  still 
want  them  to  continue  to  serve  them.  The  physician  does  not  suddenly  lose 
his  ability  when  he  reaches  age  65.  Nor  does  the  intimate  physician-patient 
relationship  suddenly  come  to  a  halt.  The  physician's  concern  for  his  patients 
continues  beyond  his  birthday.  Similarly,  the  patient's  needs  for  his  care  bear 
no  relationship  to  a  retirement  age  written  into  a  Federal  law.  In  essence,  any 
program  which  is  built  around  a  65-year-old  retirement  age  simply  does  not 
fit  into  the  life  and  work  pattern  of  most  physicians. 

A  survey  of  physician  retirement  has  shown  that  over  85  percent  of  the  doc- 
tors between  the  ages  of  65  and  72  are  in  active  practice.  More  than  50  percent 
of  the  physicians  who  retire  do  so  after  age  74.  Most  of  them  are  well  able  to 
care  for  themselves  during  their  remaining  years  and  to  provide  for  their 
widows. 

2.  If  compelled  to  participate  in  this  program,  the  typical  physician  would 
be  required  to  pay  social  security  taxes  until  age  72  before  he  would  actually 
start  to  receive  benefits.  Compulsory  participation  would  represent  an  unfair 
tax  to  them.  As  embraced  in  H.R.  6675,  self-employed  individuals  earnings 
$5,600  or  more  would  be  required  to  pay  $355.60  in  soc-ial  security  taxes  starting 
in  1966.    In  1987,  when  the  maximum  hospital  insurance  tax  v/ould  be  effective,. 
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the  self-employed  individual  earning  $6,600  or  more  will  be  required  to  pay 
$514.80  annually. 

3.  Physicians  prefer  the  privilege  of  establishing  retirement  benefits  for  them- 
selves on  a  voluntary  basis.  We  recognize  that  the  program  embraces  survivor- 
ship benefits  for  a  physician's  widow  and  minor  children,  in  addition  to  its 
retirement  features.  Nevertheless,  most  physicians  in  Texas  prefer  to  continue 
to  protect  their  families  through  existing  private  insurance  mechanisms.  They 
do  not  desire  to  participate  in  a  compulsory  program  financed  by  taxes,  and 
particularly  to  receive  benefits  for  which  their  children  must  pay. 

Members  of  the  Texas  Medical  Association  overwhelmingly  indicated  their  posi- 
tion on  participating  in  the  social  security  program  in  1956  when  they  expressed 
opposition  to  inclusion  by  more  than  10  to  1  in  a  statewide  poll.  Since  that 
time,  samplings  of  opinion  in  various  county  medical  societies  indicate  senti- 
ment has  not  changed  appreciably.  This  position  has  been  reiterated  almost 
annually  by  the  association's  226-member  house  of  delegates,  which  is  comprised 
of  the  elected  representatives  of  all  county  medical  societies  in  our  State. 

Our  purpose  is  not  to  evade  paying  our  fair  share  of  a  tax  program  from  which 
we  shall  derive  ultimately  some  return.  Rather,  we  prefer  to  continue  to  be 
excused  from  underwriting  a  program  in  which  the  benefits  theoretically  might 
be  available  to  us,  but  which  practically  and  in  fact  the  needs  of  society  will  not 
permit  us  to  use. 

It  hardly  seems  equitable  to  require  inclusion  of  everyone  in  a  program  when 
some  have  little  likelihood  of  ever  being  able  to  share  in  its  benefits.  When  a 
profession,  group,  or  individual  is  able,  willing,  and  desires  to  take  the  responsi- 
bility for  his  or  its  own  security  without  relying  upon  the  Federal  Government, 
we  believe  that  they  should  be  permitted  to  do  so.  In  the  past,  the  Senate  has 
expressed  respect  for  the  rights  of  such  groups  to  make  provisions  for  their  own 
security  and  has  exempted  them. 

The  Texas  Medical  Association  is  grateful  for  this  opportunity  to  express  its 
opposition  to  that  provision  in  title  III.  H.R.  6675,  which  provides  compulsory 
social  security  coverage  for  self-employed  physicians  and  for  interns  and  resi- 
dents. Our  association  respectfully  urges  the  Senate  Finance  Committee  to 
delete  that  provision  from  H.R.  6675. 


SxATEMErsT  OP  THE  TEXAS  MeDICAL  ASSOCIATIOX  OX  HOSPITAI.  AND  MEDICAL  CaRE 

Peovisioxs  OF  H.R.  6675 

Texans  sometimes  are  accused  of  telling  tales  about  programs  which  are  the 
biggest,  the  best,  and  the  most  outstanding  of  all.  Nevertheless,  we  are  ex- 
tremely proud  of  many  positive  measures  which  have  been  initiated  in  our 
State  to  provide  an  effective  program  of  medical  care  for  the  needy  aged,  and 
to  assist  in  financing  medical  services  for  its  745,000  residents  who  are  65  years 
of  age  and  older.  These  accomplishments  have  been  made  possible  by  joint 
cooperative  efforts  by  the  State  of  Texas,  by  physicians,  hospitals,  Blue  Cross- 
Blue  Shield  of  Texas,  commercial  insurance  companies,  nursing  homes,  and  by 
those  in  allied  health  fields  who  devote  their  energies  to  the  care  of  patients. 

Texas  has  been  the  first  State  to  use  the  mechanism  of  voluntary  health  insur- 
ance to  implement  the  Kerr-Mills  Act.  This  unique  program  is  providing  exten- 
sive benefits  to  229.000  needy  aged,  representing  more  than  30  percent  of  the 
entire  65-and-over  population  of  our  State. 

On  the  basis  of  our  experience  since  Januaiy  1962  we  can  highly  recommend 
the  principle  of  voluntary  health  insurance  in  implementing  the  Kerr-Mills  Act. 
It  has  provided  old-age-assistance  recipients  with  a  program  of  high-quality 
medical  care.  These  patients  enter  our  hospitals  with  dignity.  They  merely 
present  their  Blue  Cross  insurance  cards  at  any  hour,  day  or  night,  like  thou- 
sands of  others  who  have  purchased  coverage  for  themselves.  The  use  of  the 
principle  of  health  insurance  has  provided  the  maximum  of  professional  and 
scientific  freedom.  It  has  permitted  the  administration  of  the  program  by  a 
cerrier  which  has  longstanding  experience  in  dealing  with  physicians  and  hospi- 
tals. Very  importantly,  it  has  resulted  in  more  enthusiastic  participarion  by 
Texas  physicians  and  hospitals.  The  importance  of  this  latter  point  cannot  be 
emphasized  too  strongly.  Obviously,  it  is  difficult  for  any  medical  program  to 
achieve  success  without  the  willing  cooperation  of  physicians  and  hospitals. 

It  is  noteworthy,  too,  that  Blue  Cross-Blue  Shield  and  commercial  companies 
are  offering  special  health  insurance  policies  for  the  aged.    These  include  both 


1184 


SOCIAL  SECURITY 


basic  and  major  medical  policies,  such  as  the  Texas  65  plan  and  the  Senior 
Texan  Service.  These  programs  add  up  to  a  significant  record  of  leadership. 
Texas  ranks  first  among  the  States  in  the  percentage  of  the  aged  who  have  one 
or  more  health  insurance  policies.  An  estimated  72  percent  of  the  elderly  in 
Texas  are  covered  by  health  insurance  as  compared  to  the  national  level  of  60 
percent. 

iThe  Kerr-Mills  Act  created  an  entirely  new^  program,  medical  assistance  to  the 
aged,  for  those  65  and  older  who  are  not  on  a  State's  old-age  assistance  rolls  but 
who  do  need  help  in  meeting  medical  care  costs.  The  Kerr-Mills  Act  also  sub- 
stantially increased  the  amount  of  Federal  funds  available  to  the  States  for 
initiating  new  medical  care  programs  for  recipients  of  old-age  assistance,  or  for 
improving  those  already  in  existence.  The  State  of  Texas  has  used  this  pro- 
vision to  good  advantage.  Following  enactment  of  the  Kerr-Mills  Act  by  Con- 
gress in  1960,  the  Texas  Legislature  voted  the  following  year  to  implement  the 
first  portion  of  that  law.  It  established  vendor  payments  of  inpatient  hospital 
care,  professional  services  in  the  hospital,  and  nursing  home  care  for  recipients 
of  old-age  assistance.  The  Texas  Department  of  Public  Welfare  was  designated 
as  the  State  agency  to  carry  out  the  program.  That  agency  was  authorized  to 
pursue  one  of  three  approaches : 

First,  to  administer  the  program  itself  in  its  entirety. 

Second,  to  contract  with  a  fiscal  agency  which  would  make  direct  payments 
for  services  rendered,  or 

Third,  to  employ  the  principle  of  health  insurance. 

It  should  be  noted  that  the  Kerr-Mills  Act  specifically  allows  the  use  of  Federal 
and  State  funds  for  payment  of  insurance  premiums  for  medical  and  other  types 
of  remedial  care. 

State  officials  and  leaders  of  the  State  medical  and  hospital  associations  agreed 
to  use  private  health  insurance  as  the  instrument  to  implement  the  program. 
After  evaluating  competitive  bids,  the  State  department  of  public  welfare 
awarded  the  contract  to  Blue  Cross  for  a  premium  of  $8.68  per  month  for  each 
OAA  recipient.  Blue  Cross  guaranteed  that  it  would  not  expend  more  than  3 
percent  of  the  total  premiums  for  operational  and  administrative  costs,  and  that 
it  would  make  available  the  remaining  97  percent  of  each  premium  dollar  for 
actual  hospital,  surgical,  medical,  and  radiation  benefits.  The  program  was 
placed  into  operation  on  January  1,  1962.  Coverage  presently  is  provided  for 
229.000  recipients  of  old-age  assistance. 

The  first  3  years  of  operation  has  been  a  real  success  story.  The  program  is 
operating  efficiently  and  effectively,  and  it  has  been  extremely  well  received  by 
the  aged,  by  their  families,  by  State  officials,  by  physicians,  and  by  hospitals. 
More  than  7,500  patients  are  being  admitted  to  hospitals  monthly  under  the 
provisions  of  the  program.  Forty-one  percent  of  the  entire  OAA  caseload  has 
been  hospitalized  during  the  past  year.  The  average  hospital  stay  of  patients 
has  been  9%  days.  This  is  3  days  longer  than  the  average  stay  for  patients 
in  general  hospitals  in  the  State,  but  it  is  2  days  less  than  had  been  anticipated 
in  the  OAA  program.  Experience  has  shown  that  87  percent  of  those  hospital- 
ized are  confined  for  15  days  or  less.  For  these  patients,  the  Blue  Cross  insur- 
ance policy  is  paying  88  percent  of  the  total  hospital  bill.  The  remaining 
hospital  charges  have  not  placed  a  burden  or  a  hardship  upon  the  patient.  In 
some  cases,  OAA  recipients  have  additional  health  insurance  policies  of  their 
own.  Some  children  and  relatives  of  the  aged  are  willing  to  pay  the  remainder, 
or  a  part  of  it.  Several  local  municipalities  and  counties  provide  some  funds 
for  health  services  for  their  needy.  In  other  instances,  the  hospital  itself  has 
been  "charging  off"  the  difference  between  customary  charges  and  benefits 
provided  by  Blue  Cross. 

Texas  physicians  have  contributed  substantially  to  the  success  of  this  most 
worthy  program.  It  is  significant  that  almost  all  of  our  association  m_embers 
are  accepting  Blue  Shield  benefits  as  payment  in  full.  These  insurance  pay- 
ments have  represented  about  55  to  60  percent  of  the  usual  and  customary  fees 
charged  by  physicians. 

The  total  cost  of  hospital  and  professional  services  is  running  about  $23  million 
a  year.  Even  though  more  than  40  percent  of  the  OAA  caseload  is  being  hos- 
pitalized each  year,  it  is  highly  comforting  that  this  insurance  approach  is  finan- 
cially sound.  As  a  result  of  the  favorable  experience  during  the  first  year,  it  was 
possible  to  increase  benefit  schedules  paid  on  behalf  of  patients,  effective  Janu- 
ary 1,  1963. 
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A  major  factor  in  the  success  of  the  Texas  program  has  been  its  very  eflacient 
administration  by  Blue  Cross-Blue  Shield. 

Blue  Cross  has  guaranteed  to  the  State  of  Texas  that  it  would  administer 
the  program  for  not  more  than  3  percent  of  the  total  premium.  That  pledge  has 
been  fulfilled.  It  is  doubtful  if  any  medical  program  financed  by  tax  moneys  can 
be  administered  more  economically  or  more  effectively. 

Texas'  comprehensive  program  also  includes  nursing  home  benefits.  This 
phase  of  the  Kerr-Mills  program  is  being  administered  directly  by  the  State  de- 
partment of  public  welfare.  Payments  in  the  amount  of  $20  million  are  being 
made  for  nursing  home  care  each  year.  Thus,  the  total  annual  cost  to  taxpayers 
is  about  $43  million. 

Complementing  the  Kerr-Mills  program  are  two  fine  voluntary  health  in- 
surance plans  which  have  been  especially  tailored  for  the  aged.  Those  plans 
are  underwritten  by  Blue  Cross-Blue  Shield  of  Texas  and  by  the  Texas  65  Health 
Insurance  Association.  They  refiect  the  great  progress  which  has  been  made  in 
the  past  few  years  in  offering  good  coverage  to  the  elderly  at  reasonable 
premiums.  In  October  1959,  Blue  Cross  conducted  a  special  1-month  promo- 
tional campaign  to  enroll  the  aged.  That  campaign  was  most  successful.  Since 
that  time.  Blue  Cross-Blue  Shield  has  intensified  its  efforts,  and  it  now  offers  a 
comprehensive  plan  of  health  care  benefits  prepared  exclusively  for  the  aged. 
This  plan,  called  Senior  Texan  Service,  offers  medical  and  surgical  benefits  for  a 
premium  of  $3.20  a  month,  and  hospital  and  nursing  home  services  for  a  monthly 
premium  of  $8.75.  This  plan  supplements  other  policies  which  are  made  avail- 
able to  the  aged  by  Blue  Cross-Blue  Shield.  It  is  noteworthy  that  more  than 
100,000  persons  over  age  65  now  are  covered  by  policies  written  by  Blue  Cross- 
Blue  Shield.  This  is  in  addition  to  the  229,000  on  old-age  assistance  who  hold 
policies  which  have  been  purchased  for  them  by  the  State  of  Texas. 

In  October  1963  a  special  program  of  low-cost  health  insurance  was  intro- 
duced to  the  Texas  aged  by  a  group  of  leading  Insurance  companies.  The  Texas 
65  plan  was  made  possible  by  the  State  legislature  which  authorized  companies 
to  pool  their  resources,  and  to  form  a  health  insurance  association.  As  a  public 
service,  64  companies  are  underwriting  the  benefits  on  a  nonprofit  basis.  Texas 
65  offers  two  basic  policies — a  basic  plan  of  hospital  and  medical  care  with  a 
premium  of  $9  per  month  and  a  program  of  major  medical  or  catastrophic  cov- 
erage for  a  monthly  premium  of  $10. 

These  plans  are  made  available  to  all  residents  of  Texas  65  years  of  age  and 
over  without  physical  examination  and  with  no  health  questions  asked.  Even 
those  with  preexisting  illnesses  were  Invited  to  enroll.  After  a  reasonable  wait- 
ing period,  they  can  qualify  for  coverage  for  a  recurrence  of  those  illnesses. 

More  than  50,000  elderly  Texans  have  purchased  health  insurance  policies 
during  the  initial  and  two  subsequent  enrollment  periods.  The  average  age  of 
the  Texas  65  policyholder  is  73  years.  The  average  enrollee  is  a  previously  un- 
insurable female. 

Through  April  30,  1965,  Texas  65  has  paid  $4,645,917  claims  to  24,486  senior 
citizens.  It  is  evident  that  Texas  65  is  accomplishing  the  objective  it  set  out  to 
do ;  that  is,  to  provide  the  peace  of  mind  that  only  health  insurance  can  do  for 
the  State's  elderly  residents  and  their  sons  and  daughters  who  otherwise  would 
have  to  pay  these  expenses  out  of  their  own  pockets. 

Thus  on  the  basis  of  our  experience  in  Texas,  voluntary  prepayment  health 
insurance  is  proving  to  be  an  effective  mechanism  for  financing  health  care  costs 
for  the  aged. 

It  is  possible  to  present  documentation  that  nearly  all  of  the  elderly  in  the 
State  who  want  and  need  help  in  financing  health  care  costs  now  are  receiving  it. 
Shortly  after  the  Kerr-Mills  Act  was  implemented  in  1962,  Belden  Associates  of 
Dallas  conducted  an  extensive  study  of  the  Texas  aged  and  their  attitudes  on 
health  care.  Belden's  survey  was  concentrated  on  the  aged  who  are  not  recipients 
of  the  old-age  assistance  as  well  as  the  younger  adults  who  are  associated  with 
them.  The  study  by  this  independent  research  firm  was  particularly  significant, 
inasmuch  as  it  focused  attention  on  the  524,000  remaining  aged  and  their  possible 
needs  and  desires  for  medical  care. 

According  to  Belden,  23  percent  of  these  aged  said  that  they  did  without  neces- 
sities during  the  previous  year  because  of  lack  of  money.  Three  percent  stated 
that  they  did  without  medicine ;  4  percent,  without  medical  care ;  and  1  percent, 
without  surgery. 

With  regard  to  the  attitude  of  older  persons  on  providing  health  care  needSy 
61  percent  expressed  the  view  that  it  was  a  responsibility  which  should  be  borne 
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by  the  aged  person  or  by  the  family.  Eighteen  percent  were  inclined  to  lean  on 
the  local  and  State  governments  for  help,  while  19  percent  indicated  that  it  was 
the  responsibility  of  the  Federal  Government. 

Younger  adults  associated  with  these  older  people  expressed  themselves  even 
more  forcefully  in  favor  of  the  principle  of  individual  responsibility.  Seventy- 
two  percent  felt  that  the  responsibility  should  be  that  of  the  aged  person  or  the 
family.  Only  12  percent  expressed  the  view  that  it  was  a  local  or  State  respon- 
sibility, and  14  percent,  a  Federal  obligation.  These  views  were  voiced  before 
the  OAA  program  was  well  established  and  prior  to  the  introduction  of  the  Texas 
65  insurance  plan.  It  is  reasonable  to  assume  that  there  is  even  less  support  today 
for  Federal  medical  programs. 

Belden  also  uncovered  factual  data  on  the  extremely  high  percentage  of  the 
Texas  aged  who  presently  have  one  or  more  health  insurance  policies.  Based 
upon  the  study  findings  and  a  conservative  estimate  of  changes  since  that  time, 
an  estimated  537,000,  representing  72  percent  of  the  entire  aged  population,  now 
have  health  insurance  coverage.  In  view  of  others  with  sufficient  incomes  and 
savings,  those  who  are  helped  financially  by  their  families  and  by  their  children, 
and  those  who  have  expressed  the  belief  that  they  should  take  care  of  them- 
selves. Belden  has  concluded  that  there  remains  approximately  3  percent  of  all 
aged  Texans  who  still  need  and  want  outside  help. 

Plans  have  been  developed  to  assist  this  small  remaining  group.  In  1963,  the 
Texas  Legislature  authorized  the  submission  of  a  constitutional  amendment  to 
the  voters  of  the  State  which  would  permit  the  extension  of  the  present  Kerr- 
Mills  program  by  providing  health  care  benefits  for  those  who  need  and  want 
help,  but  who  do  not  qualify  for  old-age  assistance.  This  is  the  second  phase, 
or  medical  assistance  to  the  aged  program,  of  the  Kerr-Mills  Act.  This  past 
November,  the  voters  of  Texas  overwhelmingly  by  71  percent  approved  con- 
stitutional amendment  8.  This  constitutional  amendment  will  permit  the  State 
legislature,  now  in  session  in  Austin,  to  complete  the  Texas  program  for  the  aged 
which,  we  believe,  already  ranks  as  one  of  the  finest  in  the  Nation. 

In  summary,  significant  progress  has  been  made  in  just  a  few  short  years. 
The  State  of  Texas  has  an  effective,  economical  program  for  229,000  needy  aged. 
Texas  leads  the  Nation  in  the  percentage  of  the  aged  who  have  one  or  more 
health  insurance  policies.  The  Belden  study  has  shown  that  almost  all  aged  who 
need  and  want  help  are  receiving  it,  and  legislative  machinery  is  operating  to 
help  those  few  who  still  need  help. 

In  supporting  these  highly  effective  programs,  the  Texas  Medical  Association 
obviously  stands  in  favor  of  a  positive  program.  Our  physicians  believe  that 
medical  care  shauld  be  made  available  to  those  who  are  not  able  to  pay  for  it 
themselves.  We  support  the  Kerr-Mills  law  which  is  designed  to  assist  those 
who  need  help.  We  favor  the  continued  expansion  of  voluntary  health  insur- 
ance to  enable  those  who  are  solvent  and  self-supporting  to  protect  themselves 
against  the  cost  of  illness.  We  are  for  flexible,  voluntaiy  retirement  programs  in 
business  and  industry  so  that  the  productive  capacity  of  older  employees  will 
continue  to  serve  society,  with  assurance  of  security  when  they  reach  retirement. 
Most  importantly,  we  are  for  the  preservation  of  the  freedom  of  the  individual 
to  spend  his  own  dollars  in  his  own  way,  and  not  for  those  in  Government  to 
spend  his  money  for  him. 

The  Texas  Medical  Association  is  firmly  opposed  to  H.R.  6675  because  a 
compulsory  system  is  neither  needed  nor  wanted  in  Texas.  As  outlined  in  the 
statement,  Texas  has  formulated  an  outstanding  program  of  medical  care  for  the 
aged,  and  there  is  no  need  for  a  new  Federal  program. 

Nor  is  such  a  program  wanted  by  the  people  of  our  'State.  'Six  Texas  Con- 
gressmen have  conducted  public  opinion  polls  among  their  constituents,  and  they 
have  reported  opposition  to  social  security  financed  medical  care. 

The  public  has  been  asked  to  believe  that  this  program  of  Government-financed 
and  Government-managed  health  care  would  yield  more  and  better  treatment  at 
less  cost.  We  believe  that  it  would  give  less  and  poorer  care  at  greater  cost. 
We  are  most  concerned  about  Federal  regulations  and  controls,  and  their  adverse 
effect  on  the  quality  of  medical  care.  We  are  concerned  about  those  who  would 
take  advantage  of  this  Government  program  because  they  believe  that  they  will 
be  entitled  to  its  benefits,  and  thus  would  overload  our  hospitals  and  nursing 
homes,  just  as  has  been  done  in  those  countries  with  compulsory  systems.  We 
are  concerned  because  the  Government  would  undercut  and  disrupt  continuing 
progress  in  health  insurance  by  the  commercial  companies  and  by  Blue  Cross- 
Blue  Shield. 
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Most  importantly,  we  are  concerned  about  the  exploitation  of  the  younger 
worlving  people  of  our  country  and  their  employers.  Medicare  would  use  their 
tax  dollars  to  provide  benefits  to  all  older  citizens,  including  thousands  who  are 
not  needy  and  who  are  fully  able  to  take  care  of  themselves. 

We  fear  that  the  provisions  for  health  care  contained  in  H.R.  6675  represent 
only  a  beginning.  Medical  care  and  hospital  benefits  undoubtedly  will  be  ex- 
panded in  the  years  ahead.  The  cost  will  be  further  increased  as  America's 
aged  population  goes  up  from  18%  million  at  present  to  a  predicted  27  million 
by  1975.  Sooner  or  later,  there  will  be  a  demand  from  those  who  are  paying 
the  taxes  to  obtain  coverage  in  this  Government  program.  This  legislation 
could  very  well  lead  to  a  complete  program  of  Federal  medical  and  hospital 
care. 

After  considering  specific  provisions  of  H.R.  6675,  the  Texas  Medical  Associa- 
tion wishes  to  comment  particularly  on  three  of  them.  We  wish  to  recommend 
the  use  of  carriers  for  the  administration  of  benefits  in  order  to  insure  maximum 
freedom  of  the  physician  in  his  relationships  to  private  carriers  and  to  the 
Department  of  Health,  Education,  and  Welfare. 

The  Texas  Medical  Association  also  wishes  to  express  its  opposition  to  the 
Douglas  amendment  which  w^ould  place  the  services  of  pathologists,  anesthesi- 
ologists, radiologists,  and  physiatrists  under  hospital  services  in  section  1  of 
H.R.  6675.  The  practice  of  pathology,  radiology,  anesthesiology,  and  physical 
medicine  are  branches  of  the  practice  of  medicine  just  as  are  surgery,  general 
practice,  and  internal  medicine.  The  services  of  these  physicians  are  not  hos- 
pital services  and  they  do  not  belong  in  that  portion  of  the  bill  solely  designed  to 
offer  hospital  benefits. 

The  Texas  Medical  Association  also  wishes  to  express  its  opposition  to  section 
303  of  H.R.  6675.  We  are  particularly  concerned  about  the  proposed  deletion  of 
the  "permanent  and  total  disability"  concept  for  it  would  result  in  transforming 
the  cash  disability  provisions  into  a  cash  sickness  benefits  program  with  a 
6-month  waiting  period  at  first.  Section  303  would  make  it  possible  for  an  in- 
dividual who  is  out  of  work  for  6  months  by  reason  of  any  medically  determi- 
nable mental  or  physical  impairment  to  draw  double  benefits.  Many  disabled 
individuals  could  draw  more  in  combined  tax-free  social  security  disability  bene- 
fits and  workmen's  compensation  than  they  could  hope  to  earn  in  wages.  These 
individuals  obviously  would  have  little  or  no  financial  incentive  to  seek  rehabili- 
tation. 

The  Texas  Medical  Association  will  be  most  grateful  for  any  consideration 
which  the  Senate  Finance  Committee  may  give  to  these  views. 


Statement  of  the  AmekicajN"  Osteopathic  Association,  Submitted  by  Gael  E. 
Morrison,  D.O.,  of  Txtcson,  Ariz.,  Chairman,  Council  on  Federal  Health 
Programs 

The  American  Osteopathic  Association  appreciates  this  opportunity  for  com- 
ment on  the  House-passed  social  security  medicare  bill,  H.R.  6675,  to  provide  a 
hospital  insurance  program  for  the  aged  under  the  Social  Security  Act  with  a 
supplementary  health  benefits  program  and  an  expanded  program  of  medical  as- 
sistance, to  increase  benefits  under  the  OASDI  system,  and  to  improve  the  Fed- 
eral-State public  assistance  programs. 

The  association  is  a  nonprofit,  tax-exempt  federation  of  divisional  societies 
of  osteopathic  physicians  and  surgeons.  It  promotes  the  public  health,  en- 
courages scientific  research,  maintains  and  improves  high  standards  of  medical 
education  in  osteopathic  colleges,  establishes  standards  of  accreditation  of  osteo- 
pathic hospitals,  and  standards  for  accreditation  of  skilled  nursing  homes. 

The  practice  of  osteopathic  medicine  is  legalized  in  all  the  States.  Thirty-nine 
States  and  the  District  of  Columbia  license  osteopathic  graduates  to  perform 
major  operative  surgery  and  to  administer  all  drugs. 

More  than  300  hospitals,  most  of  which  are  general  hospitals  serving  patients 
of  all  ages  and  all  types  of  illness  are  staffed  by  osteopathic  physicians  and 
surgeons.  According  to  statistics  compiled  by  the  American  Osteopathic  Hos- 
pital Association,  during  1963  more  than  310,000  operations  ranging  from  ton- 
sillectomies to  gastric  resections  were  performed  in  these  hospitals.  Some  662.- 
000  patients  were  admitted  and  received  more  than  4,534.000  patient-da vs  of 
care  in  1964. 
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Under  the  Hill-Burton  program  70  osteopathic  projects  (general  hospitals^ 
chronic  disease  facilities,  rehabilitation  facilities,  nursing  homes,  and  diagnostic 
and  treatment  centers)  costing  more  than  $57  million  have  received  Federal  sup- 
port of  more  than  $19  million  for  construction. 

Manifestly,  the  health  resources  of  the  osteopathic  profession  and  institu- 
tions must  be  a  significant  factor  in  the  successful  operation  of  the  programs 
proposed  in  H.R.  6675,  and  as  pointed  out  by  Government  and  public  witnesses, 
page  250  of  the  published  Executive  Hearings  before  the  House  Ways  and  Means 
Committee  on  Medicare  for  the  Aged,  January-February,  1965,  it  is  clear  that 
as  used  in  the  proposed  legislation  the  terms  physician  and  physicians'  services 
include  osteopathic  physicians  and  the  services  of  osteopathic  physicians  and  the 
term  hospital  includes  hospitals  staffed  by  osteopathic  physicians  and  surgeons. 

Title  I  is  concerned  with  health  insurance  for  the  aged  and  has  two  parts. 
Part  I  has  three  subparts :  Part  A  would  establish  a  hospital  insurance  program 
patterned  after  the  King-Anderson  bill ;  part  B  would  establish  a  voluntary, 
federally  administered  health  insurance  program  to  provide  benefits  which  sup- 
plement the  benefits  under  the  King-Anderson  program;  and  part  C  contains 
definitions  and  provisions  relating  to  the  administration  of  parts  A  and  B. 
Part  2  of  title  I  would  establish  a  new  program  which  would  replace  the  existing 
programs  for  medical  assistance  under  the  public  assistance  programs. 

Title  I  amends  the  OASI  provisions  of  the  Social  Securiyt  Act  to  add  a  new 
title  XVIII,  the  first  two  sections  under  which  (sees.  1801  and  1802)  provide 
against  Federal  interference,  with  the  practice  of  medicine  and  provide  that 
any  individual  entitled  to  insurance  benefits  under  this  title  may  obtain  health 
services  from  any  institution,  agency,  or  person  qualified  to  participate  under  this 
title  if  the  institution,  agency,  or  person  undertakes  to  provide  him  such  services. 

TITLE  I  HEALTH  INSURANCE  FOR  THE  AGED  AND  MEDICAL  ASSISTANCE 

Part  1-A — Health  insurance  'benefits  for  the  aged 

This  part  provides  basic  protection  against  the  costs  of  hospital  and  related 
posthospital  services  to  any  individual  65  years  of  age  or  over  who  is  entitled  to 
monthly  insurance  benefits  under  title  II  of  the  Social  Security  Act  or  under  the 
Railroad  Retirement  Act,  whether  or  not  he  is  receiving  them  and  to  any  in- 
dividual 65  years  of  age  who  is  not  entitled  to  benefits  under  the  social  security 
or  railroad  retirement  laws,  who  becomes  that  age  before  1968. 

Payment  for  services  would  be  provided  only  if:  (1)  a  written  requesft  is 
filed  by  the  entitled  individual  and  (2)  a  physician  certifies  and  recertifies  (ac- 
companied by  supporting  material)  that  the  type  of  service  is  medically 
necessary. 

Payment  for  services  would  be  made  to  providers  of  services  at  least  on  a 
monthly  basis,  provided  they  have  entered  into  agreements  with  the  Secretary. 
Payment  would  be  based  on  "reasonable  costs"  of  services  as  prescribed  in  regula- 
tions for  determining  costs. 

If  a  group  or  association  of  providers  wishes  to  have  payments  made  through 
a  National,  State,  or  other  public  or  private  agency,  the  Secretary  would  be 
authorized  to  enter  into  an  agreement  with  the  agency. 

Part  1-B — Supplementary  health  insurance  'benefits  for  the  aged 

This  part  of  the  bill  would  establish  a  voluntary  insurance  program  to  provide 
health  insurance  benefits  for  individuals  65  or  over  who  elect  to  enroll  under  it. 
It  would  be  financed  from  premium  payments  by  the  enrollees  and  by  funds  ap- 
propriated by  the  Federal  Government. 

Benefits  would  include  payments  to  the  individual  or  to  the  provider  of  services 
for:  {a)  physicians' services  and  (6)  medical  and  other  health  services  with  ex- 
ceptions. Payments  would  be  made  to  providers  of  services  for:  {a)  inpatient 
psychiatric  hospital  services;  {b)  home  health  services;  (c)  medical  and  other 
health  services  furnished  by  a  provider  of  services  or  by  others  under  arrange^ 
ments  with  them  made  by  a  provider  of  services. 

No  payment  could  be  made  under  part  I-B  for  any  services  for  which  the  in- 
dividual is  entitled  to  have  payment  made  under  part  I-A. 

The  provisions  requiring  a  written  request  by  the  eligible  individual,  certifica- 
tion and  recertifications  of  the  need  for  services  by  a  physician  are  essentially 
the  same  under  this  part  as  under  part  1-A. 

To  administer  the  program,  the  Secretary  would  have  to  enter  into  contract 
with  carriers.    A  "carrier"  would  mean  a  voluntary  association,  corporation, 
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partnership,  or  other  nongovernmental  organization  which  is  lawfully  engaged 
in  providing,  paying  for,  or  reimbursing  the  cost  of  health  services  under  group 
insurance  policies  or  contracts,  medical  or  hospital  service  agreements,  mem- 
bership or  subscription  contracts,  or  similar  group  arrangements,  in  considera- 
tion of  premiums  or  other  periodic  charges  payable  to  the  carrier.  The  term 
would  include  a  health  benefits  plan  sponsored  or  underwritten  by  an  employee 
organization.  It  would  also  include  any  organization  nominated  by  providers 
of  services  with  which  the  Secretary  has  entered  into  an  agreement  under  part 
1-A,  It  could  include  the  State  agency  with  which  the  Secretary  enters  into  an 
agreement  described  below. 

At  the  request  of  a  State  made  prior  to  July  1,  1967,  the  Secretary  would  have 
to  enter  into  an  agreement  to  provide  coverage  under  this  part  for  either :  (a)  per- 
sons receiving  money  payments  under  OAA  or  the  combined  program  of  aid  to 
the  aged,  blind,  or  disabled,  or  (b)  persons  receiving  money  payments  under  all 
the  public  assistance  programs.  However,  individuals  in  the  above  categories 
who  are  receiving  benefits  under  the  social  security  or  railroad  retirement  pro- 
gram would  have  to  be  excluded. 

Part  1-G — Definitions  and  administration 

"Inpatient  hospital  services"  would  consist  of  bed  and  board,  nursing  and 
related  services,  use  of  hospital  facilities,  medical  social  services  ordinarily 
furnished  by  the  hospital,  and  such  drugs,  biologicals,  supplies,  appliances,  and 
equipment  for  use  in  the  hospital  furnished  by  the  hospital  for  in-patients,  diag- 
nostic and  therapeutic  items  or  services  furnished  by  the  hospital  or  by  others 
under  arrangements  with  the  hospital  for  its  patients.  It  would  not  include 
medical  or  surgical  services  provided  by  a  physician,  resident,  or  intern,  or  the 
services  of  a  private-duty  nurse  or  other  private-duty  attendant.  It  would  in- 
clude all  types  of  services  rendered  in  a  hospital  by  an  "intern  or  resident  in 
training  under  a  teaching  program  approved  by  the  Council  on  Medical  Educa- 
tion of  the  American  Medical  Association  (or,  in  the  case  of  an  osteopathic 
hospital,  approved  by  the  Committee  on  Hospitals  of  the  Bureau  of  Professional 
Education  of  the  American  Osteopathic  Association)"  (sec.  1861  (b) ). 

Eighty-nine  osteopathic  hospitals  are  currently  approved  by  the  American 
Osteopathic  Association  for  intern  training,  65  of  which  are  also  approved  for 
resident  training.  Before  being  considered  eligible  for  admittance  to  an  osteo- 
pathic college,  students  must  spend  at  least  3  years  in  an  approved  college  or 
university.  Most  matriculants  have  baccalaureate  degrees.  The  professional 
curriculum  of  an  osteopathic  college  requires  at  least  5,000  hours  of  instruc- 
tion over  4  college  years.  After  receiving  the  D.O.  degree,  90  percent  of  grad- 
uates serve  a  12-month  intership  in  an  osteopathic  hospital  approved  for  such 
training.  Certification  in  a  specialty  field  requires  about  5  additional  years  of 
training,  including  residency  and  supervised  study.  Osteopathic  specialties  in- 
clude surgery,  radiology,  anesthesiology,  obstetrics  and  gynecology,  pediatrics, 
physical  medicine  and  rehabilitation,  psychiatry,  internal  medicine,  dermatology, 
proctology  ophthalmology  and  otorhinolaryngology,  and  pathology. 

State  and  Federal  agencies  concerned  with  osteopathic  internships  and  resi- 
dencies rely  on  accreditation  by  the  American  Osteopathic  Association.  For  ex- 
ample, the  U.S.  Civil  Service  Commission  qualification  standards  for  medical 
officers,  medical  oflBicer  series  GS-602,  page  8,  published  March  1963,  provide : 

"A.  Use  of  terms. 

"1.  Approved  internship :  This  is  training  in  a  hospital  or  other  institution  ap- 
proved by  the  Council  on  Medical  Education  and  Hospitals  of  the  American 
Medical  Association  or  by  the  Bureau  of  Professional  Education,  Committee 
on  Hospitals  of  the  American  Osteopathic  Association  for  internship  training. 

"2.  Approved  residency :  This  is  training  in  a  hospital  or  other  institution 
approved  by  the  Council  on  Medical  Education  and  Hospitals  of  the  American 
Medical  Association  or  by  the  Bureau  of  Professional  Education,  Committee  on 
Hospitals  of  the  American  Osteopathic  Association  for  training  in  the  specialty. 

"3.  Internships  and  residencies.  The  9-month  wartime  approved  internships 
and  residencies  during  the  period  from  December  31,  1942,  to  July  1,  1947,  will 
be  accepted  as  the  equivalent  of  1  year. 

"4.  Accredited  preceptorship  training.  Preceptorship  training  is  training 
under  the  direction  of  an  individual  physician  who  is  recognized  in  the  specialty 
concerned.  Such  training  is  not  necessarily  obtained  in  the  hospital  setting.  In 
order  to  be  accredited,  applicants  must  furnish  a  certificate  of  acceptance  by  any 
approved  American  specialty  board  in  the  specialty  concerned. 
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"5.  An  approved  American  specialty  board  is  one  whicli  has  been  approved 
for  the  particular  specialty  by  the  Council  on  Medical  Education  and  Hospitals 
of  the  American  Medical  Association  or  by  the  Bureau  of  Professional  Education, 
Advisory  Board  for  Osteopathic  Specialists  of  the  American  Osteopathic 
Association." 

A  "hospital"  is  defined  under  this  part  as  an  institution,  which:  (1)  is  pri- 
marily engaged  in  providing  by  or  under  the  supervision  of  physicians,  to  in- 
patients, diagnostic  services  and  therapeutic  services  for  medical  diagnosis, 
treatment,  and  care  of  injured,  disabled,  or  sick  persons,  or  rehabilitation  services 
for  the  rehabilitation  of  such  persons;  (2)  maintains  clinical  records  on  all 
patients;  (3)  has  bylaws  in  effect  with  respect  to  its  staff  of  physicians;  (4) 
has  a  requirement  that  every  patient  must  be  under  the  care  of  a  physician;  (5) 
provides  24-hour  nursing  services  rendered  or  supervised  by  a  registered  profes- 
sional nurse,  and  has  a  licensed  practical  nurse  or  a  registered  professional  nurse 
on  duty  at  all  times;  (6)  has  a  "hospital  utilization  review  plan"  ;  (7)  is  licensed 
pursuant  to  State  or  local  law  or  is  approved  by  the  State  or  local  agency  which 
licenses  hospitals  as  meeting  the  standards  established  for  licensing;  and  (8) 
meets  such  other  requirements  as  the  Secretary  finds  necessary  in  the  interest  of 
the  health  and  safety  of  individuals  furnished  services  in  the  institution,  except 
that  such  other  requirements  could  not  be  higher  than  the  comparable  require- 
ments prescribed  for  accreditation  of  hospitals  by  the  Joint  Commission  on 
Accreditation  of  Hospitals. 

No  accreditation  is  necessary  in  order  to  establish  eligibility,  but  accreditation 
as  provided  in  section  1865  of  the  bill  can  establish  eligibility. 

A  "psychiatric  hospital"  is  defined  as  an  institution  primarily  engaged  in  pro- 
viding by  or  under  the  supervision  of  a  physician,  psychiatric  services  for  the 
diagnosis  and  treatment  of  mentally  ill  persons,  which  meets  the  requirements 
(3)  through  (8)  for  a  hospital  as  defined  above,  and  which  meets  requirements 
equivalent  to  the  accreditation  requirements  of  the  Joint  Commission  on  Ac- 
creditation of  Hospitals  (sec.  1861  (f ) ) . 

An  "extended  care  facility"  would  mean  an  institution,  or  a  distinct  part 
thereof,  which  has  in  effect  a  transfer  agreement  with  a  hospital  which  has 
entered  into  an  agreement  to  provide  services  under  the  bill  and  which:  (1)  is 
primarily  engaged  in  providing  skilled  nursing  care  and  related  services  for 
patients  who  require  medical  or  nursing  care  or  rehabilitation  services;  (2)  has 
policies  which  are  developed  with  the  advice  of  a  group  of  professional  personnel, 
including  one  or  more  physicians  and  one  or  more  registered  professional  nurses, 
to  govern  the  services  the  facility  provides;  (3)  has  a  physician,  a  registered 
professional  nurse,  or  a  medical  staff  responsible  for  the  execution  of  such 
policies;  (4)  has  a  requirement  that  every  patient  be  under  the  care  of  a  physi- 
cian, and  provides  for  having  a  physician  available  to  furnish  medical  care  in 
case  of  emergencies;  (5)  maintains  clinical  records  on  all  patients;  (6)  provides 
24-hoTir  nursing  service  in  accordance  with  the  policies  developed  with  the  advice 
of  a  group  of  professional  personnel  and  has  at  least  one  registered  professional 
nurse  employed  full  time;  (7)  provides  appropriate  methods  and  procedures  for 
dispensing  and  administering  drugs  and  biologicals ;  (8)  has  in  effect  a  utiliza- 
tion review  plan  which  meets  the  requirements  of  the  bill;  (9)  is  licensed  under 
State  or  local  law  or  is  approved  by  the  State  or  local  agency  responsible  for 
licensing  such  facilities  as  meeting  the  standards  established  for  licensing ;  and 
(10)  meets  such  other  conditions  of  participation  as  the  Secretary  may  find 
necessary  in  the  interest  of  the  health  and  safety  of  the  individuals  furnished 
services  by  or  in  the  facility.  The  term  would  not  include  any  institution  which 
is  primarily  for  the  care  and  treatment  of  tuberculosis  or  mental  diseases  (sec. 
1861  (j)). 

In  defining  a  "utilization  review  plan"  the  bill  requires  a  review,  on  a  sample 
or  other  basis,  of  admissions  to  the  hospital  or  extended  care  facility,  duration 
of  stays,  and  professional  services  (including  drugs  and  biologicals)  furnished 
with  respect  to  the  medical  necessity  for  the  services  and  to  promote  the  most 
efficient  use  of  facilities  and  services,  the  review  to  be  made  either  by  a  staff 
committee  of  the  institution  composed  of  two  or  more  physicians  with  or  without 
professional  personnel  or  by  a  similarly  composed  group  outside  the  institution 
established  by  the  local  medical  society  or  a  group  established  in  a  manner 
approved  by  the  Secretary.  It  is  understood  that  the  term  "local  medical  society" 
is  applicable  tO'  local  societies  of  either  doctors  of  medicine  or  doctors  of  osteo- 
pathy (sec.  1861  (k) ). 
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A  "tiome  bealtti  agency"  would  be  an  agency  which:  (1)  is  a  public  or  imvate 
nonprofit  organization  or  a  subdivision  thereof  and  which  is  primarily  engaged 
in  providing  skilled  nursing  and  other  therapeutic  services;  (2)  has  policies 
established  by  a  group  of  professional  personnel  associated  with  the  agency, 
including  one  or  more  physicians,  and  one  or  more  registered  professional  nurses, 
to  govern  the  services  it  provides,  and  provides  for  supervision  of  the  services  by 
a  physician  or  a  registered  professional  nurse;  (3)  maintains  clinical  records  on 
all  patients ;  (4)  is  licensed  under  State  or  local  law  or  is  approved  by  the  State 
or  local  licensing  agency  as  meeting  standards  established  for  licensing  such 
agencies;  and  (5)  meets  such  other  conditions  of  participation  as  the  Secretary 
mav  find  necessary  in  the  interest  of  the  health  and  safety  of  the  patients  (sec. 
1861(0)). 

Extended  care  services  (1861  (h)  (6) ) ,  and  home  health  services  (1861  (m)  (6) ) , 
include  medical  services  by  interns  and  residents  in  training  under  teaching 
programs  of  afiiliated  hospitals  approved  by  the  AOA. 

"Outpatient  hospital  diagnostic  services"  would  be  services  which  are  furnished 
to  an  individual  as  an  outpatient  by  a  hospital,  or  by  others  under  arrangements 
with  them  made  by  the  hospital,  which  are  customarily  furnished  by  the  hospital 
to  outpatients  for  the  purpose  of  diagnostic  study,  excluding  any  service  furnished 
under  an  agreement,  unless  furnished  in  the  hospital  or  in  other  facilities  oper- 
ated by  or  under  the  supervision  of  the  hospital  or  its  organized  medical  staff 
(sec.  1861  (p)). 

''Physicians'  services"  would  mean  professional  services  performed  by  physi- 
cians, including  surgery,  consultation,  and  home,  ofiice,  and  institution  calls,  but 
not  inpatient  hospital  services  (sec.  1861  (q) ). 

"The  term  'physician'  when  used  in  connection  with  the  performance  of  any 
function  or  action  means  an  individual  legally  authorized  to  practice  medicine 
and  surgery  by  the  State  in  which  he  i>erforms  such  function  or  action  (including 
a  physician  within  the  meaning  of  section  1101(a)  (7) )"  (sec.  1861  (r) ). 

The  above  definition  of  "physician"  incorporates  by  reference  section  1101 
(a)  (7)  of  the  Social  Security  Act,  adopted  in  1950,  which  expressly  includes 
doctors  of  osteopathy  in  the  definition  of  "physician"  under  the  general  provisions 
of  the  Social  Security  Act  (64  Stat.  559). 

It  was  through  application  of  the  criterion  that  in  order  to  qualify  for  inclu- 
sion under  the  term  "physician"  as  used  in  the  Social  Security  Act  generally, 
one  must  be  trained  in  the  practice  of  the  healing  art  in  all  its  branches,  that  this 
committee  in  1950,  based  upon  the  evidence  submitted,  found  that  graduates  of 
the  osteopathic  schools  of  medicine  so  qualified  and  included  them  under  section 
1101(a)(7). 

The  Congress  similarly  defined  the  terms  "physician"  and  "medical  care"  and 
"hospitalization"  as  inclusive  of  osteopathic  physicians  and  hospitals  under  the 
provision  of  the  U.S.  Employees  Compensation  Act  in  1938  (52  Stat.  586). 

Previous  to  that,  in  1929,  the  Congress,  in  regulating  the  practice  of  the  healing 
art  in  the  District  of  Columbia,  provided :  "the  degrees  of  doctor  of  medicine  and 
doctor  of  osteopathy  shall  be  accorded  the  same  rights  and  privilegOvS  under 
governmental  regulations"  (45  Stat.  1329). 

Osteopathic  physicians  and  hospitals  are  used  in  the  Medicare  program  for 
dependents  of  members  of  the  uniformed  services,  by  the  Veterans'  Administra- 
tion, by  the  Bureau  of  Employees'  Compensation,  and  in  the  Federal  employees 
health  benefits  program,  Government-wide  service  benefit  plan  administered  by 
Blue  Cross  and  Blue  Shield,  and  Government-wide  indemnity  benefit  plan  ad- 
ministered by  AETNA  Life  Insurance  Co. 

"Consultation  with  State  agencies  and  other  organizations"  :  In  carrying  out 
his  functions  relating  to  determination  of  conditions  of  participation  by  pro- 
viders of  services  in  the  case  of  hospitals  under  subsections  (e)(8),  extended  care 
facilities  under  (j)  (10),  and  home  health  agencies  under  (o)  (5),  of  section  1861, 
the  Secretary  is  required  to  consult  with  the  Health  Insurance  Benefits  Advisory 
Council  established  by  section  1867,  appropriate  State  agencies,  and  "recognized 
national  listing  or  accrediting  bodies,"  and  may  consult  with  appropriate  local 
agencies  (sec.  1863). 

"Use  of  State  agencies"  :  The  Secretary  would  have  to  make  an  agreement  with 
any  State  able  and  willing  to  do  so,  to  utilize  the  services  of  State  health  agen- 
cies or  other  appropriate  agencies  (including  local  agencies)  to  determine 
whether  an  institution  is  a  hospital,  extended  care  facility,  or  home  health 
agency.  To  the  extent  that  the  Secretary  finds  it  appropriate,  an  institution  or 
agency  which  a  State  (or  local)  agency  certifies  is  a  hospital,  extended  care 
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facility,  or  home  health  agency  (as  defined  in  sec.  1861)  may  be  treated  as  such 
by  the  Secretary.  The  Secretary  may  also,  pursuant  to  agreement,  utilize  the 
services  of  State  health  agencies  to  provide  consultative  service  to  institutions 
or  agencies  to  assist  them  to  qualify  as  providers  of  services  (sec.  1864). 

"Effect  of  accreditation" :  The  Secretary  is  required  to  accept  accreditation  of 
a  hospital  by  the  Joint  Commission  on  the  Accreditation  of  Hospitals  as  meeting 
all  the  requirements  of  a  hospital  as  defined  in  section  1861(e),  excepting  the 
requirement  of  a  utilization  review  plan  which  is  not  now  a  condition  for  ac- 
creditation by  the  joint  commission.  In  addition,  if  the  Secretary  finds  that 
accreditation  of  a  hospital,  nursing  home,  or  home  health  agency  by  the  "Ameri- 
can Osteopathic  Association  or  any  other  national  accreditation  body  provides 
reasonable  assurance  that  any  or  all  of  the  conditions  of  section  1861  (e),  (j),  or 
(o),  as  the  case  may  be,  are  met,  he  may  to  the  extent  he  deems  it  appropriate, 
treat  such  institution  or  agency  as  meeting  the  condition  or  conditions  with 
respect  to  which  he  made  such  findings"  (sec.  1865). 

Inasmuch  as  requirements  for  hospital  accreditation  and  nursing  home  ac- 
creditation by  the  American  Osteopathic  Association  equal  or  exceed  the  require- 
ments specified  in  sections  1861  (e)  and  1861  (.i),  including  AO  A  requirement  of  a 
utilization  revievv^  plan  effective  July  1,  1965,  the  express  recognition  of  the 
American  Osteopathic  Association  in  the  above  provision  as  the  accrediting 
agency  for  these  institutions  justifies  the  assumption  that  such  accreditation 
will  be  found  to  confer  acceptability,  and  stability  of  assurance. 

Two  hundred  of  the  more  than  300  osteopathic  hospitals  are  accredited  by  the 
American  Osteopathic  Association.  The  accredited  hospitals  include  98  teaching 
hospitals  and  111  registered  (as  distinguished  from  listed)  hospitals. 

Minimum  standards  of  organization  and  practice  for  hospitals  staffed  by 
osteopathic  physicians  and  surgeons  were  first  established,  and  inspection  and 
approval  procedures  adopted,  by  the  American  College  of  Osteopathic  Surgeons 
about  1928.  In  1935,  the  Bureau  of  Hospitals  of  the  American  Osteopathic 
Association  assumed  joint  responsibility  with  the  American  College  of  Osteo- 
pathic Surgeons.  Since  1949,  the  American  Osteopathic  Association  has  had  full 
responsibility,  which  it  now  exercises  through  a  committee  on  hospitals. 

The  committee  on  hospitals  of  the  American  Osteopathic  Association  is  com- 
posed of  four  representatives  of  the  osteopathic  profession  at  large  and  a  rep- 
resentative from  each  of  the  specialty  collesfes  of  surgery,  radiology,  internal 
medicine,  and  obstetrics  and  gynecology.  They  are  thoroughly  familiar  with 
all  phases  of  hospital  administration  and  are  charged  with  the  formulation  of 
hospital  standards  which  are  formally  approved  by  the  board  of  trustees  of  the 
American  Osteopathic  Association. 

Any  hospital  desiring  accreditation  must  submit  to  a  rigid  annual  examination 
by  the  committee.  If  the  hospital  passes  this  examination  it  can  be  oflncially 
listed  as  registered.  Hospitals  which  are  approved  for  internship  or  residency 
training  must  pass  an  annual  inspection  even  more  comprehensive  than  that  for 
registered  hospitals.  State  and  Federal  agencies  have  recognized  AOA 
accreditations. 

"Health  Insurance  Benefits  Advisory  Council" :  To  advise  the  Secretary  on 
matters  of  general  policy  in  the  administration  of  the  program  and  in  formula- 
tion of  regulations,  there  would  be  created  a  16-man  Health  Insurance  Benefits 
Advisory  Council  appointed  by  the  Secretary,  members  of  which  would  have  to 
include  persons  outstanding  in  the  fields  pertaining  to  hospitals  and  medical  and 
other  health  activities.  We  hope  the  Secretarv  v/ill  give  favorable  consideration 
to  appointment  of  at  least  one  member  with  an  osteopathic  background  (sec. 
1867). 

"National  Medical  Review  Committee" :  The  bill  establishes  a  nine-man 
National  Medical  Review  Committee,  a  majority  of  whom  must  be  physicians. 
The  Secretary  would  be  required  to  select  individuals  "who  are  representative 
of  organizations  and  associations  of  professional  personnel  in  the  field  of  medi- 
cine." The  committee  would  study  the  utilization  of  hospital  and  other  medical 
care  and  services  paid  for  under  the  program  and  recommend  changes  considered 
desirable.  A  representative  of  the  American  Osteopathic  Association  should  be 
a  member  of  the  committee  (sec.  1868). 

Part  2 — Grants  to  States  for  medical  assistance  programs 

This  nart  improves  and  extends  the  Kerr-Mills  program  by  establishing  a  new 
title  (XIX)  in  the  Social  Security  Act  to  furnish  medical  assistance  on  behalf 
of  families  with  dependent  children  and  on  behalf  of  aged,  blind,  or  permanently 
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and  totally  disabled  individuals  whose  income  and  resources  are  insufficient  to 
meet  the  costs  of  necessary  medical  care.  To  be  eligible  for  a  grant,  a  State 
would  have  to  submit  a  plan  for  medical  assistance  which  has  been  approved  by 
the  secretary. 

An  approvable  State  plan  must  provide  for  inclusion,  effective  July  1,  1967, 
of  at  least  the  following  care  and  services:  "(1)  ini)atient  hospital  services; 
(2)  outpatient  hospital  services;  (3)  other  laboratory  and  X-ray  services; 
(4)  skilled  nursing  home  services;  and  (5)  physicians'  services,  whether  fur- 
nished in  the  office,  the  patients'  home,  a  hospital,  or  a  skilled  nursing  home  or 
elsewhere."  Inclusion  of  other  care  and  services  would  be  optional  (sees.  1902 
and  1905). 

The  above  five  categories  of  services  which  the  States  would  be  required  to 
include  in  their  plans,  if  they  elect  to  implement  title  XIX,  would  include  the 
services  of  osteopathic  hospitals  and  osteopathic  physicians,  notwithstanding 
their  listing  in  House  Report  No.  213  as  optional.  In  clear  and  unambiguous 
language,  the  definition  of  physician  and  hospitalization  in  section  1101(a)  (7) 
of  the  Social  Security  Act  expressly  includes  the  legalized  services  of  osteo- 
pathic physicians  and  hospitals,  applicable  throughout  the  titles  of  the  act. 

TITLE  II  OTHER  AMENDMENTS  RELATING  TO  HEALTH  CARE 

Part  1 — Maternal  and  child  health  and  crippled  children's  services 

"Special  project  grants  for  health  of  school  and  preschool  children" :  The 
Secretary  would  be  authorized  to  make  grants  "to  any  school  of  medicine"  and 
"to  any  teaching  hospital  affiliated  with  such  a  school"  to  pay  the  costs  of  proj- 
ects of  a  comprehensive  nature  for  health  care  and  services  for  children  and 
youth  of  school  age  or  preschool  children  (to  help  them  prepare  to  start  school). 
A  project  would  be  considered  "comprehensive"  if  it  includes  at  least  screening, 
diagnosis,  preventive  services,  treatment,  correction  of  defects,  and  aftercare 
as  may  be  provided  in  the  Secretary's  regulations.  The  grant  could  be  up  to 
75  percent  of  the  cost  of  the  project. 

No  project  would  be  eligible  unless  it  provides  for  the  coordination  of  the 
health  care  and  services  with,  and  the  utilization  of,  other  State  or  local  health, 
welfare,  and  education  programs,  for  payment  of  inpatient  hospital  services 
under  the  project  in  accordance  with  standards  approved  by  the  Secretary,  and 
unless  any  treatment,  correction  of  defects,  or  aftercare  provided  is  available 
only  to  children  who  would  not  otherwise  receive  it  because  they  are  from  low- 
income  families  or  for  other  reasons  beyond  their  control. 

It  is  understood  that  the  terms  "school  of  medicine"  and  "teaching  hospital 
affiliated  with  such  a  school"  include  colleges  training  osteopathic  physicians 
and  hospital  affiliated  therewith  and  services  of  hospitals  staffed  by  osteopathic 
physicians  and  surgeons. 

In  conclusion,  the  osteopathic  profession  and  its  institutions  can  be  relied 
upon  to  employ  their  best  efforts  to  provide  and  safeguard  quality  care  and  to 
pursue  their  traditional  role  of  cooperation  in  the  public  interest. 

"We  will  be  pleased  to  aid  the  committee  in  any  way  we  can. 


Commonwealth  of  Virginl\, 
Department  of  Vocational  Rehabilitation. 

Richmond,  May  12,  1965. 

Re  proposed  amendment  to  S.  6675. 
Hon.  Harry  F.  Byrd,  Sr., 
V.8.  Senator, 
Washington,  D.G. 

My  Dear  Senator  Byrd  :  I  am  sending  you  a  copy  of  a  proposed  amendment  to 
S.  6675  now  under  consideration  by  your  Senate  Finance  Committee.  I  am  sorry 
that  I  will  not  be  able  to  contact  you  personally  in  regard  to  this  but  I  am  return- 
ing to  Little  Rock,  Ark.,  tomorrow  and  for  the  next  few  days  thereafter  will  be 
involved  in  moving  my  household  furniture  to  Richmond,  Va. 

The  proposal  is  to  amend  section  222  of  the  Social  Security  Act  to  permit  pay- 
ment of  the  cost  of  vocational  rehabilitation  services  for  disabled  beneficiaries 
of  social  security  from  the  OASDI  trust  fund.  Demonstration  programs  over 
the  past  3  years  have  shown  that  approximately  35  percent  of  the  beneficiaries 
of  this  program  have  sufficient  work  potential  to  warrant  referral  to  the  State 
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vocational  rehabilitation  agencies.  It  is  a  reasonable  estimate  to  expect  that  a 
minimum  of  the  20,000  of  the  disabled  beneficiaries  can  be  rehabilitated  each 
year  if  adequate  resources  are  made  available  to  the  State  vocational  rehabili- 
tation agencies.  If  the  temporarily  totally  disabled  also  become  eligible  for 
disability  benefits  this  number  could  easily  be  doubled.  It  is  particularly  impor- 
tant that  this  "temporary"  group  receive  rehabilitation  services  promptly,  other- 
wise many  will  become  long-term  disability  cases. 

At  the  present  time  each  State  vocational  rehabilitation  agency  has  the  respon- 
sibility for  providing  vocational  rehabilitation  services  to  all  the  disabled  in  the 
State  including  the  disabled  beneficiaries  of  social  security.  The  Federal  funds 
used  by  the  State  rehabilitation  agency  must  be  matched  with  State  funds  rang- 
ing from  50  percent  in  the  higher  income  States  to  70  percent  in  the  lower  income 
States.  Virginia  must  provide  1  State  dollar  for  each  2  Federal  dollars.  At 
the  present  time  each  State  must  use  its  State  tax  money  in  the  rehabilitation  of 
the  disabled  beneficiaries  of  social  security.  It  is  felt  the  social  security  trust 
fund  should  hear  the  responsibility  of  paying  for  the  needed  vocational  rehabili- 
tation services  of  their  recipients  and  that  State  tax  funds  should  not  be  required 
in  providing  rehabilitation  services  for  this  group. 

In  actuality  expenditures  from  the  trust  fund  for  vocational  rehabilitation 
services  for  recipients  of  disability  benefits  will  result  in  a  net  saving  to  the 
trust  fund.  Experience  has  revealed  that  it  costs  approximately  $1,200  to  provide 
vocational  rehabilitation  to  a  disabled  beneficiary.  On  the  other  hand,  a  dis- 
abled beneficiary  may  expect  to  receive  about  $9,000  in  benefits  if  he  has  no 
dependents  and  about  $17,000  if  he  has  dependents.  It  is  our  belief  that  each 
disabled  beneficiary  that  is  rehabilitated  will  save  the  trust  fund  from  5  to  10 
times  the  amount  actually  spent  in  his  rehabilitation. 

Safeguards  are  provided  in  the  amendment  and  the  regulations  which  would 
result  therefrom  to  assure  an  orderly  approach  in  the  financing  of  rehabilitation 
services  from  the  trust  fund.  We  recognize  that  payment  should  start  on  a  small 
scale  and  be  expanded  as  experience  is  gained  and  the  results  documented.  You 
will  note  that  the  amendment  specifies  in  subsection  (b)  (1)  that  the  total 
amount  that  can  be  transferred  from  the  trust  fund  in  any  fiscal  year  may  not 
exceed  2  percent  of  the  benefit  payment  certified  in  the  preceding  year. 

It  is  my  understanding  that  this  proposed  amendment  has  been  drafted  by  Gen- 
eral Counsel  and  has  the  approval  of  the  Social  Security  Administration  and  the 
Vocational  Rehabilitation  Administration  although  it  is  not  an  Administration 
sponsored  amendment.  It  is  something,  however,  that  I  have  been  working  on 
for  several  years  with  Senator  J.  W.  Fulbright  of  your  committee  and  Repre- 
sentative Wilbur  Mills,  chairman  of  the  House  Ways  and  Means  Committee.  I 
commend  this  proposed  amendment  to  you  and  sincerely  hope  that  your  study 
of  it  will  result  in  your  support.  It  will  mean  that  in  Virginia  we  will  be  able 
to  use  our  State  funds  to  earn  Federal  vocational  rehabilitation  funds  for  the 
provision  of  services  to  persons  other  than  those  who  are  covered  by  social  secu- 
rity and  use  social  security  trust  funds  in  the  rehabilitation  of  those  who  are  dis- 
abled beneficiaries  of  social  security. 

I  will  be  more  than  pleased  to  provide  you  with  any  additional  information  you 
may  desire.  I  am  taking  the  liberty  of  sending  a  copy  of  this  letter  to  Senator 
Robertson  and  Senator  Fulbright  with  the  request  that  they  also  study  the  pro- 
posed amendment  and  join  you  in  support  of  it  if  they  are  in  agreement  with  the 
principle  involved. 

Sincerely  yours, 

Don  W.  Russell,  Director. 

Payment  of  Costs  of  Rehabilitation  Services  From  Trust  Funds  (An 
Amendment  to  S.  6675) 

Section  222  of  the  Social  Security  Act  is  amended  by  redesignating  subsections 
(b)  and  (c)  as  subsections  (c)  and  (d),  respectively,  and  by  inserting  after  sub- 
section ( a )  the  following  new  subsection  : 

"Costs  of  rehabilitation  services  chargeable  to  trust  funds 

"(b)(1)  For  the  purpose  of  making  vocational  rehabilitation  services  more 
readily  available  to  disabled  individuals  who  are  (A)  entitled  to  disability  insur- 
ance benefits  under  section  223,  or  (B)  in  a  period  of  disability  under  section 
216 (i)  or  (C)  entitled  to  child's  insurance  benefits  under  section  202  (d)  after 
having  attained  age  18,  to  the  end  that  savings  will  result  to  the  trust  funds  as  a 
result  of  rehabilitating  the  maximum  number  of  such  individuals  into  productive 
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activity,  there  are  authorized  to  be  transferred  from  the  trust  funds  such  sums 
as  may  be  necessary  to  enable  the  Secretary  to  pay  the  costs  of  vocational  re- 
habilitation services  for  such  individuals,  including  necessary  costs  of  adminis- 
tration, except  that  the  total  amount  transferred  from  the  trust  funds  under 
this  subsection  in  any  fiscal  year  may  not  exceed  2  percent  of  the  benefit  pay- 
ments certified  in  the  preceding  year  pursuant  to  section  202(d)  for  children  who 
have  attained  age  18  or  pursuant  to  section  223. 

'•(2)  In  the  case  of  each  State  which  is  willing  to  do  so,  such  vocational  re- 
habilitation services  shall  be  furnished  under  a  State  plan  for  vocational  re- 
habilitation services  which — 

"(A)  has  been  approved  under  section  5  of  the  Vocational  Rehabilitation  Act. 

"(B)  provides  that  such  services  will  be  furnished  with  reasonable  prompt- 
ness to  any  such  individual  in  the  State  to  the  extent  funds  provided  under 
this  subsection  are  adequate  for  the  purpose  and,  in  case  such  funds  are  not 
adequate  to  provide  such  services  to  all  of  them,  shows  the  order  to  be  followed 
in  selecting  those  to  w^hom  such  services  will  be  provided,  such  order  to  be 
based  on  criteria  formulated  by  the  Secretary  which  take  into  account  the 
relative  effect  upon  the  trust  funds  of  providing  such  services  to  such  individuals  ; 
and 

"(C)  provides  that  such  services  will  be  furnished  to  any  such  individual 
without  regard  to  (i)  his  citizenship  or  place  of  residence,  (ii)  his  need  for 
financial  assistance  except  as  provided  in  regulations  of  the  Secretary  in  the 
case  of  maintenance  for  an  individual  living  at  home  while  receiving  rehabili- 
tation services,  or  (iii)  any  order  of  selection  followed  under  the  State  plan 
pursuant  to  section  5(a)(4)  of  the  Vocational  Rehabilitation  Act. 

"(3)  To  the  extent  that  vocational  rehabilitation  services  cannot  be  pro- 
vided to  any  such  individual  in  any  State  under  a  plan  of  such  State  which 
meets  the  requirements  of  paragraph  (2),  the  Secretary  may  provide  such  serv- 
ices by  agreement  or  contract  with  other  public  or  private  agencies,  organiza- 
tions, institutions,  or  individuals. 

"(4)  Payments  under  this  subsection  may  be  made  in  installments,  and  in 
,  advance  or  by  way  of  reimbursement,  with  necessary  adjustments  on  account 
I  of  overpayments  or  underpayments. 

!j      "(5)  Money  paid  from  the  trust  funds  under  this  subsection  for  purposes  of 
'  providing  services  to  individuals  who  are  entitled  to  benefits  under  section  223 
or  who  are  within  a  period  of  disability  under  section  216 (i)  shall  be  charged 
||  to  the  Federal  Disability  Insurance  Trust  Fund,  and  all  other  money  paid  out 
from  the  trust  funds  under  this  subsection  shall  be  charged  to  the  Federal  Old 
Age  and  Survivors  Insurance  Trust  Fund.    The  Secretary  shall  determine 
,  according  to  such  methods  and  procedures  as  he  may  deem  appropriate 
I     "(A)  the  total  cost  of  the  services  provided  under  this  subsection;  and 
'      "(B)  subject  to  the  provisions  of  the  preceding  sentence,  the  amount  of  such 
I  cost  which  should  be  charged  to  each  of  such  trust  funds. 

i     "(6)  For  the  purposes  of  this  subsection  the  term  'vocational  rehabilitation 
services'  shall  have  the  meaning  assigned  to  it  in  the  Vocational  Rehabilitation 
I  Act,  except  that  such  services  may  be  limited  in  type,  scope,  or  amount  in 
I  accordance  with  regulations  of  the  Secretary  designed  to  achieve  the  purposes 
of  this  subsection." 


Bloomfield,  C0N]y.,  April  27, 1965. 

Hon.  Thomas  J.  Dodd. 

'  U.S.  Senate,  WasJmigton,  D.C. 

Dear  Senator  Dodd  :  I  am  writing  you  to  express  my  strong  opposition  to  cer- 
tain provisions  of  the  omnibus  social  security  bill  and  to  urge  you  to  work  for  the 

I  elimination  or  modification  of  these  provisions. 

As  far  as  title  XVIII,  part  A,  is  concerned,  I  fail  to  see  the  justification  for 
providing  through  increased  taxes  compulsory  hospital  insurance  for  persons 
over  65  regardless  of  whether  they  want,  need,  or  can  afford  to  pay  for  this  type 
of  coverage.    Surely  there  is  no  need  to  push  already  high  taxes  still  higher 

j!  by  providing  unneeded  benefits. 

r  Part  B  of  title  XVIII,  providing  coverage  for  physician's  fees,  does  so  in  part 
through  Government  subsidy.  In  other  words,  the  Government  proposes  to 
offer  insurance  covering  certain  medical  expenses  in  direct  competition  with  the 
very  same  private  insurance  firms  which  are  being  taxed  to  provide  revenue  from 

'  which  subsidies  may  be  paid.    How  indeed  can  this  perversion  of  the  free  euter- 

'  prise  system  be  justified? 

47-140— 65— pt.  2  43 


1196 


SOCIAL  SECURITY 


Finally,  as  I  understand  it,  the  bill  will  provide  disability  income  benefits 
without  the  present  limitation  of  a  6-month  waiting  period  or  of  a  requirement 
that  disability  be  of  the  so-called  permanent  type.  This  would  not  only  increase 
enormously  the  amount  of  benefits  payable  but  would  also  increase  the  possibility 
of  abuse.  Furthermore,  there  appears  to  be  nothing  in  the  present  bill  to 
prevent  its  duplicating  the  benefits  provided  by  workmen's  compensation. 

If  these  provisions  are  allowed  to  remain,  the  present  bill  would,  in  my  opinion, 
contain  very  serious  defets.    I  would  appreciate  your  letting  me  have  an  expres- 
sion of  your  opinion  on  these  matters. 
Very  truly  yours, 

Timothy  W.  Goodrich  II. 


The  New  York  Academy  of  Medicine, 

New  York,  N.Y.,  May  11, 1965. 

Re  H.R.  6675. 

Hon.  Harry  F.  Byrd, 

Senate  Office  Building,  Washington,  D.C. 

My  Dear  Senator  Byrd  :  The  New  York  Academy  of  Medicine  desires  that  the 
elderly  shall  have  adequate,  high-quality  medical  care.  For  some  time  there 
have  been  provisions  for  the  indigent  elderly;  more  recently,  through  MAA, 
medical  assistance  was  extended  to  the  medically  indigent.  For  4  years  the 
academy's  committee  on  public  health  has  deliberated  upon  the  ways  and  means 
of  providing  medical  care  for  the  medically  indigent  among  the  elderly. 

With  the  introduction  and  passage  in  the  House  of  H.R.  6675  the  academy  has 
carefully  studied  its  contents  : 

First,  the  academy  notes  that  coverage  of  the  services  of  medical  specialists 
in  the  fields  of  pathology,  radiology,  physiatry,  and  anesthesiology  is  conspicu- 
ously excluded  under  the  hospitalization  porgram.  This  exclusion  would  have 
a  number  of  adverse  effects.  The  most  serious  are  (1)  substantial  reduction 
in  the  benefits  that  aged  beneficiaries  will  receive ;  and  (2)  profound  disturbance 
of  the  existing  relationships  between  hospitals  and  physicians  with  ultimate 
repercussions  on  the  public. 

The  academy  therefore  strongly  supports  amendment  79  introduced  by  Senator 
Douglas  which  would  make  the  costs  of  these  services  reimbursable  under  the 
hospitalization  plan. 

The  remainder  of  the  academy's  comments  pertain  to  those  parts  of  the  bill 
entitled  "Medical  Assistance  Programs  and  Health  Care." 

The  academy  would  emphasize  its  conviction  that  MAA  will  have  continued 
importance  as  a  backup  after  the  benefits  under  the  hospitalization  and  health 
insurance  plans  have  expired. 

From  the  inception  of  MAA,  the  academy  expressed  the  desire  that  this  program 
become  effective.  It  published  two  reports  on  MAA,  one  shortly  after  it  was 
enacted  and  the  other  in  1964,  following  a  review  of  3  years'  experienec  with  it. 
In  both  reports  the  academy  recommended  steps  for  its  improvement. 

From  the  record  of  MAA,  the  academy  was  concerned  over  the  reported  misuse 
of  its  benefits  for  those  for  whom  they  were  not  intended,  particularly  OAA ; 
and  underuse  by  those  for  whom  they  were  intended. 

To  remedy  the  former  defect,  the  academy  recommends  that  the  language  of 
the  bill  clearly  specify  the  intended  beneficiaries. 

As  for  the  second  defect ;  namely,  underutilization,  the  academy  is  aware  that 
a  number  of  conditions  contributed  to  it.  One  of  the  foremost  was  the  basis  of 
eligibility.  The  academy  strongly  recommends  that  in  the  determination  of 
eligibility,  medical  expense  as  well  as  resources  should  be  taken  into  account. 
For  it  is  the  academy's  belief  that  illness  should  not  impoverish. 

Shortly  after  MAA  was  enacted,  the  academy  recommended  that  the  Federal 
statute  should  provide  that  MAA,  together  with  all  other  medical  programs  that 
were  being  or  were  to  be  administered  by  welfare  departments  in  States  should 
be  transferred  to  health  departments  or  State  agencies  for  medical  care  in 
which  physicians  would  be  in  authority  and  control.  In  this  transfer  of  author- 
ity it  should  be  emphasized  that  determination  of  eligibility  should  also  be  under 
the  authority  of  physicians.  Events  have  borne  out  the  need  for  this  action. 
To  the  academy  It  seems  no  more  logical  to  have  social  welfare  administering 
medical  programs  than  it  would  be  for  health  departments  to  be  administering 
welfare  programs.   Yet,  H.R,  6675  expands,  consolidates,  and  entrenches  medical 


SOCIAL  SECURITY 


1197 


programs  under  welfare  departments.  In  the  opinion  of  the  academy,  this  is  a 
most  unwise  step. 

The  academy  therefore  reaffirms  its  recommendation  that  all  medical  and 
health  care  programs  should  be  unified  under  medical  administration.  Policy 
and  operation  of  these  programs  should  be  the  responsibility  of  medical  adminis- 
tration in  health  departments  or  medical  care  agencies. 

The  New  York  Academy  of  Medicine  strongly  urges  your  consideration  of 
these  recommendations  and  their  incorporation  in  H.R.  6675. 
Very  sincerely  yours, 

Clarence  E.  de  la  Chapelle, 

Vice  President. 


House  of  Representatives, 
Washington,  D.C.,  May  12,  1965. 

Hon.  Harry  F.  Byrd, 
Chairman,  Senate  Finance  Committee, 
2227  New  Senate  Office  Building, 
Washington,  D.G. 

Dear  Me.  Chairman  :  I  regret  that  it  has  not  been  possible  for  me  to  appear 
I     before  the  Senate  Finance  Committee  to  testify  in  favor  of  S.  1125  and  H.R. 

2465,  to  amend  the  Social  Security  Act. 
]        However,  I  do  want  the  committee  to  know  that  I  am  strongly  in  favor  of 
I     amending  H.R.  6675,  to  provide  that  a  beneficiary  shall  not  lose  his  or  her  entitle- 
]l     ment  to  social  security  benefits  by  reason  of  marriage  or  remarriage  which 
j     occurs  after  the  age  of  62. 

I  I  am  sure  there  would  not  be  a  large  number  of  cases  in  this  category  but  I  do 
feel  that  an  individual  is  entitled  to  social  security  benefits  after  the  age  of 
62,  regardless  of  whether  or  not  they  marry.  Ofttimes  such  benefits  are  the  sole 
income  for  the  new  couple  who  are  unable  to  obtain  lucrative  employment. 
,j  I  am  sorry  this  amendment  was  not  inserted  in  H.R.  6675  by  the  House  Ways 
!  and  Means  Committee  but  I  respectfully  urge  your  committee  to  adopt  the  pro- 
visions of  H.R.  2465  and  I  am  confident  that  the  House  would  go  along  with  this 
change. 

Thank  you  for  your  consideration  in  this  matter,  and  with  warmest  regards, 
I  am 

Sincerely, 

Samuel  N.  Feiedel,  Member  of  Congress. 


State  of  Michigan, 
Crippled  Children  Commission, 

Lansing,  Mich.,  May  5,  1965. 

(j    Hon.  Philip  A.  Hart, 
I    U.S.  Senator, 
I    Senate  Office  Building, 
I    Washington,  D.G. 

ij       Dear  Senator  Hart  :  I  am  writing  in  regard  to  H.R.  6675.    Section  1901  of 
the  bill  provides  for  medical  assistance  on  behalf  of  families  with  dependent  chil- 
dren.   Section  1902  provides  that  the  administration  of  this  medical  assistance 
I    shall  be  the  responsibility  of  the  State  agency  which  administers  health  insur- 
j    ance  for  the  aged.    In  Michigan  this  is  the  State  department  of  social  welfare, 
j       The  Michigan  Crippled  Children  Commission  urges  that  the  bill  be  amended 
'    so  that  section  1902  would  allow  the  State  an  option  as  to  which  State  agency 
will  administer  this  part  of  the  program. 

Since  1927,  the  Michigan  Crippled  Children  Commission  has  provided  medical 
care  to  children  of  indigent  and  medically  indigent  families.  This  care  is  pro- 
vided under  the  Afflicted  Children's  Act  of  the  State  of  Michigan.  The  Governor 
J  has  approved  a  budget  request  of  $'5,400.000  for  this  purpose  for  the  next  fiscal 
year.  H.R.  6675  would  appear  to  require  that  care  of  children  from  medically 
j  indigent  families  would  become  the  responsibility  of  the  department  of  social 
welfare  if  Federal  funds  are  accepted  for  this  program. 

The  care  provided  by  the  commission  is  medically  administered.  The  director 
j  of  the  commission  is  a  physician  with  training  and  experience  in  public  health, 
i  He  is  assisted  by  five  physicians  who  serve  as  medical  coordinators  for  regions 
I  of  the  State.  They  have  direct  contact  with  the  physicians  who  care  for  the 
;    children  and  have  access  to  the  children  when  they  are  hospitalized.   They  also 
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work  with  local  health  departments  who  provide  case  finding  and  followup  serv- 
ices. Because  of  this,  we  believe  that  we  are  able  to  influence  quality  of  care  to 
a  greater  degree  than  if  the  program  were  administered  by  a  welfare  agency. 

Our  work  is  strengthened  by  the  fact  that  we  also  administer  the  State  crip- 
pled children's  program.  There  is  transfer  back  and  forth  between  the  two 
programs  and  we  believe  that  the  care  of  acutely  ill  and  chronically  ill  children 
by  one  agency  strengthens  services  to  both. 

We  are  also  concerned  that  if  our  program  becomes  welfare  directed  its  serv- 
ices would  be  limited  to  children  of  indigent  families,  and  the  children  of  medi- 
cally indigent  families,  whom  we  now  reach,  would  no  longer  be  served. 

I  would  appreciate  anything  you  can  do  to  have  section  1902  of  H.R.  6675 
amended  so  that  the  decision  as  to  which  agency  would  administer  medical  assist- 
ance to  families  with  dependent  children  could  be  made  at  the  State  level. 

Either  I  or  Dr.  Rice,  the  director  of  the  commission,  would  be  glad  to  meet 
with  you  to  discuss  this  problem  or  send  you  any  additional  information  you 
would  like  to  have. 
Sincerely, 

Mabtin  Fxemixg,  Chairman. 


MissoTJEi  State  Medical  Association, 

St.  Louis,  Mo.,  Alay  11,  I860. 

Senator  Harry  Bted, 

CJiainnan,  Finance  Committee  of  the  Senate,  Senate  Office  Building,  Washing- 
ton, B.C. 

Deae  Sexatoe  Bysd  :  On  behalf  of  the  nearly  4,rx)0  physician  members  of  the 
Missouri  State  Medical  Association,  I  wish  respectfully  to  register  opposition 
to  H.R.  6675  now  under  consideration  by  your  committee,  with  regard  to  the 
proposal  for  a  system  of  health  care  benefits  under  social  security. 

As  physicians  who  daily  serve  the  needs  of  the  sick,  we  are  seriously  con- 
cerned about  the  adverse  effects  this  proposal  would  have  on  our  patients  and 
the  public  in  general.  We  feel  it  is  a  definite  step  toward  interference  with,  if 
not  control  of,  the  important  personal  relationships  between  the  patient  and  his 
physician,  the  hospital,  and  the  other  health  personnel  necessary  for  his  care. 
We  feel  this  approach,  tying  health  care  services  to  the  social  security  system 
to  provide  benefits  for  all  regardless  of  need,  is  unnecessary,  far  too  costly,  and 
a  dangerous  departure  from  the  traditional  and  proven  American  philosoijhy 
of  indei)endence  whenever  possible  and  assistance  when  necessary. 

We  are  not  unmindful  of  the  fact  that  some  of  our  elderly  do  face  difficulty 
in  financing  health  care.  We  favor  and  have  supported  providing  help  where 
help  is  needed.  The  Kerr-Mills  law  has  given  us  the  major  vehicle  with  which 
to  do  this  and  Kerr-Mills  programs  can  and  are  working  throughout  the  Xation 
to  solve  these  problems.  In  opposition  to  H.R.  6675.  we  favor  strengthening  the 
Kerr-Mills  law  in  this  session  of  Congress,  and  are  supporting  the  further  ex- 
pansion of  our  State  program  by  the  legislature  here  in  Missouri. 

In  some  aspects,  of  course,  H.R.  6675  goes  beyond  provision  of  a  social  secu- 
rity-based program  of  health  care  for  the  elderly.  One  of  these  is  the  inclusion 
of  self-employed  physicians  under  the  social  security  retirement  program.  This, 
too,  the  doctors  of  Missouri  oppose,  since  physicians  generally  feel  capable  of 
providing  for  their  own  later  years,  and  in  most  cases  continue  to  serve  their 
patients  beyond  the  usual  retirement  age. 

Finally.  I  would  like  to  add  a  word  about  the  inclusion  of  the  professional 
services  of  physicians  in  the  specialties  of  radiology,  pathology,  anesthesia  and 
physiatry  in  the  "voluntary"  section  of  H.R.  6675.  the  section  dealing  with  in- 
surance for  physicians"  services.  Although  we  emphasize  our  opposition  to  the 
health  care  proposal  as  a  whole,  it  is  entirely  proi>er  that  the  services  of  these 
specialties  be  classified  with  those  of  all  other  physicians.  It  would  be  entirely 
improper  to  classify  them  as  hospital  services. 

The  personal  services  given  by  the  physician  in  the  practice  of  radiology, 
pathology,  anesthesia  or  physiatry  are  professional  medical  services.  They  are 
not  institutional  services,  hospital  or  otherwise.  They  are  human  services  made 
possible  only  by  the  training,  knowledge,  judgment  and  skill  of  the  physician 
and  they  should  be  classified  a.s  such. 

In  view  of  the  magnitude  of  the  dangers  inherent  in  the  proposal,  the 
physicians  of  Missouri  urge  that  the  social  security  health  care  provisions  of 
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H.R.  6675  be  rejected  by  tbe  Finance  Committee  of  the  Senate  and  hope,  instead, 
that  the  committee  would  call  for  expansion  of  the  Kerr-Mills  law. 
Sincerely  yours, 

Paul  R.  Whitener,  M.D., 

President. 


Local  Joint  Executive  Board  of  New  York  City, 
Hotel  and  Restaurant  Employees  and  Bartenders 

International  Union,  AFL-CIO, 

New  York,         May  10,  1065. 

Senator  Harry  F.  Byrd, 

Chairman  Senate  Finance  Committee,  Senate  Office  Building, 
Washington,  D.C. 

Dear  Sir  :  On  behalf  of  the  70,000  members  of  the  Local  Joint  Executive  Board 
of  New  York  City,  Hotel  and  Restaurant  Employees  and  Bartenders  Interna- 
tional Union,  AFL-CIO,  and  of  the  12,000  captains,  waiters,  waitresses,  busboys, 
and  other  dining  room  employees  represented  by  Dining  Room  Employees 
Union,  Local  1,  an  affiliate,  we  urgently  appeal  to  you  to  approve  section  205  of 
S.  1,  as  passed  by  the  House  of  Representatives.  Section  205  proposes  to  right 
a  wrong  which  has  harmed  tipped  employees  for  many  years,  for  this  type  of 
employee  tips  count  as  wages  for  withholding  tax  purposes  but  don't  count  as 
wages  for  social  security  purposes.  As  a  result,  upon  retirement  these  workers 
qualify  for  social  security  benefits  substantially  inferior  to  those  of  other  workers 
who  pay  the  same  taxes.  The  difference  in  the  rate  of  benefits  may  mean  the 
different  between  economic  survival  and  destitution  in  old  age.  The  same  applies 
to  the  survivors,  the  widows  and  the  orphans,  when  the  head  of  the  family  dies. 

In  connection  with  this  appeal  we  respectfully  wish  to  bring  to  your  attention 
the  following : 

1.  The  opposition  to  this  bill  comes  almost  entirely  from  employers.  However, 
a  considerable  number  of  employers  have  expressed  support  for  this  bill  out 
of  a  sense  of  fairness  toward  their  employees. 

2.  A  small  number  of  employees  have  been  induced  to  write  to  your  committee 
in  opposition  to  the  bill.   This  is  the  result  of  a  propaganda  campaign  launched 

i     by  the  National  Restaurant  Association  and  similar  employer  groups.  This 
propaganda  is  a  mixture  of  deception  and  coercion. 

For  instance,  waiters  are  warned  that  if  the  bill  passes  they  will  have  to  pay 
higher  income  taxes.  This  is  not  true.  The  only  difference  will  be  that  waiters 
will  pay  taxes  on  tips  on  a  pay-as-you-go  basis  as  they  now  do  on  the  wage  por- 
tion of  their  earnings.  Waiters  and  other  tipped  employees  are  also  told  that 
under  the  provisions  of  section  205  they  will  have  to  empty  their  pockets  in  the 
presence  of  proprietors  or  managers,  every  night  before  going  home;  another 
glaring  untruth. 

Consequently  isolated  expressions  of  employees'  opposition  should  not  be  re- 
garded as  representative  of  waiters  and  other  tipped  employees  as  a  class. 

3.  The  opposition  to  this  bill  is  based  on  a  complaint  of  too  much  bookkeeping 
and  excessive  cost.  As  to  bookkeeping  the  complaint  is  grossly  exaggerated. 
Surely  a  bit  of  bookkeeping  is  no  reason  to  deprive  so  many  workers  of  such 
vital  benefits.  As  to  cost,  the  additional  social  security  taxes  involved  will  be 
no  higher  and  no  lower  than  every  other  employer  pays.  As  a  matter  of  fact 
employers  of  tipped  employees  have  enjoyed  an  advantage  over  other  employers 
for  many  years. 

4.  The  suggestion  has  been  made  by  the  opponents  that  waiters  be  treated 
as  self-employed  persons.  This  is  a  contradiction  in  terms  of  an  absurdity. 
Waiters  are  not  self-employed;  they  work  for  employers  who  pay  them  wages, 
regulate  their  hours  of  work,  hire  or  fire  them,  and  decide  their  conditions  of 
employment.  The  ridiculous  attempt  to  classify  them  as  self-employed  has  only 
one  purpose,  to  shift  the  entire  cost  of  social  security  on  the  employees. 

5.  Tips  have  been  recognized  as  wages  for  social  security  purposes  for  certain 
categories  of  w^aiters  for  several  years.  These  are  waiters  whose  tips  are  fixed 
in  an  agreement  between  the  employer  and  the  guest  and  are  paid  by  the  guest 
to  the  employer  and  by  the  employer  to  the  waiter.   Why  not  cover  all  waiters  ? 

Hundreds  of  thousands  of  waiters  and  other  tipped  employees  throughout  the 
country  look  up  to  your  committee  for  justice  in  this  matter.  You  have  it  in  your 
hands  to  help  these  workers  and  their  families  enjoy  the  blessings  of  our  demo- 
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cratic  society  as  they  meet  its  obligations.   Please  undo  this  injustice  and  grant 
to  these  hard-working  citizens  the  same  rights  as  are  enjoyed  by  all  other 
American  workers  under  the  Social  Security  Act.   Approve  section  205  of  S.  1. 
Sincerely, 

David  Siegal, 
President,  Joint  Board  and  President,  Local  1. 

A.  Susi, 
Secretary-Treasurer,  Joint  Board. 
E.  Saeni  Zucca, 
Secretary,  Local  1. 


Santa  Fe,  N.  Mex.,  May  12,  1965. 

Senator  Harry  Byrd, 

Senate  Office  Building,  Washington,  B.C.: 

The  House  of  Delegates  of  the  New  Mexico  Medical  Society  this  date  voted 
unanimously  its  opposition  of  coverage  of  professional  services  of  certain  medical 
specialists  under  title  1  of  H.R.  6675. 

Omar  Legant,  M.D., 
President,  New  Mexico  Medical  Society. 


Statement  of  S.  Cooper  Dawson,  Jr.  ;  Chairman,  Governmental  Affairs 
Committee  of  American  Motor  Hotel  Association 

My  name  is  S.  Cooper  Dawson,  Jr. ;  chairman  of  the  Governmental  Affairs 
Committee  of  the  American  Motor  Hotel  Association,  the  national  trade  associa- 
tion of  the  motel  industry  of  the  United  States.  We  have  42  aflaiiated  State 
associations  with  a  membership  of  about  10,000  motels. 

This  statement  is  being  filed  following  testimony  by  Leslie  W.  Scott  of  the 
Government  Affairs  Committee  of  the  National  Restaurant  Association  presented 
to  the  Senate  Finance  Committee  on  Tuesday,  May  18,  1965.  The  position  of  the 
motel  industry  of  the  Nation  regarding  section  313  of  H.R.  6675  is  almost  identical 
with  that  of  the  restaurant  industry. 

If  section  313  is  enacted ;  motel  operators  will,  for  the  first  time,  be  required 
by  law  to  withhold  and  pay  from  funds  over  which  the  employer  never  has 
possession,  custody  or  control — and  of  which  he  does  not  even  have  knowledge. 

The  provisions  of  section  313  of  H.R.  6675  requires  that  employees  report  their 
tips  in  writing  to  their  employers  at  regular  intervals  probably  as  often  as  every 
week.  It  requires  employers  to  record  social  security  and  Federal  income  taxes 
due  on  tips  reported  from  the  wages  to  the  employee.  The  employer  is  required  to 
match  the  social  security  contribution  of  each  of  his  employees.  Some  motel 
employees  are  in  the  nontip  category.  A  great  number,  however,  are  tipped  j 
employees  especially  where  motels  operate  restaurants,  bars,  and  offer  facilities  ! 
for  social  and  recreational  events.  We  have  contacted  our  State  associations  and 
made  spot  checks  with  hundreds  of  motels  over  the  country  and  they  are  almost 
unanimous  in  their  objection  to  section  313  of  H.R.  6675  for  the  following  reasons : 

(i)  Employee  morale  would  suffer. — Employees  will  resent  reporting  their  tips 
to  their  employer.  They  often  feel  the  "boss"  has  a  hostile  interest  in  the  subject 
of  tips  because  in  their  minds,  if  the  employer  knew  how  much  tips  amounted  to, 
he  might  try  to  reduce  wages.  Also,  many  employees  consider  the  amount  of  their 
tips  a  completely  personal  matter.  They  won't  even  discuss  tips  with  fellow 
employees  or  even  their  families.  The  amount  of  tips  is  one  of  the  best  kept 
secrets  of  our  industries.  Even  the  Government  often  has  trouble  discovering  t 
the  amount  of  tip  income  and  the  Government  is  not  dependent  on  the  waiter's 
good  will  for  its  continued  success.  Our  people  are  dei)endent  upon  that  good  will 
and  we  do  not  want  to  invade  this  area  of  their  privacy.  Employees  know  they 
must  now  report  all  income  to  the  Government.  This  they  understand.  They 
will  not  understand  why  they  have  to  report  tips  to  their  employer. 

{2)  Smaller  paychecks  mean  lower  morale. —For  many  employees,  tax  on  tips 
means  a  tax  receipt  instead  of  a  paycheck.    This  is  because  their  'tips  greatly 
exceed  wages.    For  most  tipped  employees,  tax  on  tips  means  at  least  double  the  i 
amount  presently  withheld.    A  person  with  weekly  wages  and  tips  of  $40  each  | 
now  has  $5.35  withheld.   Enact  tax  on  tips  and  this  goes  to  $12.98  weekly  next  . 
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year ;  more  than  double  taken  out.    Tips  vary  but  a  paycheck  is  steady.    It  can 
be  relied  on.    But  take  too  much  money  out  of  it  to  pay  taxes  and  the  paycheck 
,     loses  its  significance.   On  payday  the  employee  forgets  his  tips.   Give  him  a  low- 
I     paycheck  and  morale  drops.    Low  morale  can  mean  low  sales. 

(3)  Pressure  on  employer  to  pay  all  taxes. — The  employee  gets  accustomed 
to  a  certain  paycheck.  If  it  gets  smaller,  he  thinks  he  is  getting  paid  less  money. 
He  will  want  the  employer  to  reimburse  him  for  what  he  loses  in  extra  taxes. 
The  employees  do  not  want  to  lose  any  money.  When  they  pay  extra  taxes 
they  will  want  extra  income.  They  will  ask  for  more  wage  to  cover  the  extra 
withholding.  Many  will  quit  if  they  fail  to  get  it.  In  any  case,  the  pressures 
for  higher  wages  will  be  great  if  tax  on  tips  passes.  Employees  want  a  sub- 
stantial paycheck  and  a  substantial  raise  in  pay  will  be  required  to  keep  take- 

!  home  pay  up  if  taxes  on  tips  passes.  This  will  be  the  start  of  a  campaign  to 
j  have  employers  pay  all  taxes  because  taxes  would  come  from  a  fund  (wages) 
j     completely  unrelated  to  the  income  taxed  (  tips) . 

(4)  Tax  on  tips  is  expensive. — Even  without  pay  raises  to  cover  taxes,  tax  on 
tips  is  expensive.    If  tips  reported  amount  to  15  percent  of  sales,  section  313  of 

i  H.R.  6675  will  immediately  eat  up  over  13  percent  of  the  profit  of  motels  where 
tipping  is  practiced.  This  is  only  the  direct  cost.  Consider  not  only  the  indirect 
cost  of  higher  wages  but  also  the  cost  of  administering  the  Government's  collec- 
tion function.  The  bookkeeping  burden  would  be  tremendous.  Many  records 
would  have  to  be  kept.  Automated  payroll  processing  would,  in  all  likelihood,  be 
impossible.  This  tremendous  additional  bookkeeping  cost  will  also  cut  deeply 
into  profits^ — and  there  will  be  no  corresponding  increase  in  productivity. 

(5)  Employers  cannot  control  this  cost. — You  can  fix  how  much  you  are  will- 
ing to  pay  for  food  or  labor  or  rent  but  you  cannot  fix  how  much  you  would  be 
w^illing  to  pay  for  tax  on  tips.  Such  a  tremendous  tax  liability  would  be  im- 
posed on  a  basis  of  funds  over  which  the  employer  has  neither  custody,  possession, 
or  control.  This  would  be  a  new  concept  to  our  law  and  a  dangerous  one. 
Employers  have  no  knowledge  of  the  amount  of  tips  received.  They  would  thus 
be  entirely  at  the  mercy  of  their  employees  as  to  the  amount  of  tips  reported. 
Older  employees  could  report  high  tips  hoping  to  improve  their  retirement  earn- 
ings.   The  employer  could  not  question  the  amount  reported  but  he  would  have 

,  to  match  the  social  security  tax  due  on  what  was  reported.  We  have  already 
i  shown  what  this  can  cost.  This  cost  is  too  high  to  be  kept  from  the  employer's 
control  yet  there  is  no  way  for  him  to  control  it. 

(6)  Credit  for  tips  is  possible  noi,v.— By  agreement  employers  and  employees 
can  provide  for  social  security  credit  on  reported  tip  income  today.  Also  a  labor 
contract  now  in  operation  in  New  York  City  gives  social  security  credit  for  tips 

1  on  an  estimate  of  $1  per  hour.  The  Government  accepts  this  estimate.  Nothing 
|j  in  our  law  prevented  the  Social  Security  Administration  from  allowing  tips  to 
jl  count  for  social  security  purposes.  It  elected  to  promulgate  a  regulation  ex- 
i    eluding  tip  income  from  credit.    Now  the  Social  Security  Administration  wants 

a  law  enacted.    One's  imagination  cannot  be  strained  to  call  tips  wages.    A  law 

is  needed. 

(7)  Tips  are  like  self-employment  income. — Tips  are  no  more  wages  than  in- 
terest on  a  savings  account  or  rental  of  a  home.  Tips  are  a  different  kind  of 
income  than  w^ages.  Wages  are  something  you  get  from  your  employer.  Tips 
come  from  customers.  Tips  are  a  direct  payment  for  a  special  personal  service 
rendered.  Wages  are  for  doing  the  work ;  tips  for  doing  it  well.  Give  poor 
service  and  the  employee  expects  to  suffer  a  direct  personal  financial  loss  much 
like  the  operator  of  a  business.  Tips  are  most  nearly  like  self-employment  and 
not  precisely  like  anything  else  we  know  but  most  nearly  like  self -employment 
income.    To  give  tips  tliis  treatment  would  cost  employees  only  about  $1.75  more 

'  per  week  in  taxes.  This  is  a  small  price  to  pay  for  doing  things  as  they  should 
I    be  done  according  to  reason  and  good  conscience. 

Tips  can  be  counted  for  social  security  purposes  without  any  changes  in  exist- 
ing law.   To  provide  the  most  fair,  practical,  and  equitable  solution  to  this  tip 
il    problem  would  require  a  change  in  the  law.    That  change  would  be  to  give  tipped 

I employees  the  same  benefits  that  are  now^  given  certain  other  independent  con- 
tractors.   This  would  enable  them  to  treat  tips  as  self-employment  income. 
We  respectfully  urge  that  you  eliminate  section  313  fi-om  H.R,  6675  and  pro- 
vide for  taxing  tip  income  as  a  self-employment  feature. 


1202 


SOCIAL  SECURITY 


Nebraska  State  Medical  Association, 

Lincoln,  Nehr.,  May  10, 1965. 

Hon.  Haeey  Byrd, 

Chairman,  Senate  Finance  Committee, 
U.S.  Senate,  Washington,  D.C. 

Dear  Senator  Byrd:  The  enclosed  resolutions  regarding  H.R.  6675,  ^Yere 
passed  unanimously  by  the  House  of  Delegates  of  the  Nebraska  State  Medical 
Association  in  session  on  Wednesday,  April  28, 1965. 

The  house  has  directed  that  these  resolutions  be  forwarded  to  you  and  urges 
that  the  contents  of  these  resolutions  be  implemented  as  they  relate  to  H.R. 
6675. 

Sincerely  yours, 

Kenneth  Neff,  Executive  Secretai-y. 
Resolution 

Whereas  the  voluntary  supplemental  health  insurance  plan  and  social  security 
amendments,  H.R.  6675,  has  passed  the  House  of  Representatives  and  is  now 
before  the  U.S.  Senate  Finance  Committee  for  public  hearings  and  consideration  ; 
and 

Whereas  the  Nebraska  State  Medical  Association  is  opposed  to  the  principle 
of  Federal  Government  compulsory  health-care  financing  through  payroll  taxes 
in  the  social  security  system  ;  and 

Whereas  the  American  Medical  Association,  the  American  College  of  Radiology, 
the  American  Academy  of  Physical  Medicine  &  Rehabilitation,  and  the  College  of 
American  Pathologists  are  on  record  declaring  that  the  specialties  of  radiology, 
pathology,  anesthesiology,  and  physiatry  are  in  their  entirety  the  practice  of 
medicine  and  are  not  hospital  services  ;  and 

Whereas  the  inclusion  of  these  specialties  in  the  practice  of  medicine  as  hospi- 
tal services  would  result  in  nonmedical  control  of  these  specialties  which  in 
turn  would  adversely  affect  the  quality  of  health  care  provided  to  the  people  of 
the  United  States  :  Be  it  therefore 

Resolved.,  That  the  Nebraska  State  Medical  Association,  through  its  house  of 
delegates  assembled  in  annual  session,  does  hereby  oppose  any  amendment  to 
H.R.  6675  or  similar  legislation  which  would  include  as  hospital  services 
physicians  services  including  the  above  specialties ;  and  be  it  hereby  further 

Resolved,  That  copies  of  this  resolution  be  sent  to  Senators  Carl  T.  Curtis  and 
Roman  Hruska ;  and  to  Senator  Harry  Byrd,  chairman.  Senate  Finance  Commit- 
tee ;  and  Congressmen  Clair  Oallan,  Glenn  Cunningham,  and  Dave  Martin ;  and  to 
Congressman  Wilbur  Mills,  chairman  of  the  House  Ways  and  Means  Committee. 

Passed  by  the  House  of  Delegates,  Nebraska  State  Medical  Association  on 
April  28,  1965. 


Resolution 

Whereas  many  provisions  of  H.R.  6675  and  particularly  those  listed  below 
socializes  a  portion  of  the  practice  of  medicine  and,  if  enacted,  would  be  a  power- 
ful force  to  inevitably  and  completely  socialize  medicine ;  and 

Whereas  the  people  of  Nebraska  are  unalterably  opposed  to  socialized  medicine  ; 
and 

Whereas  the  elderly  who  are  in  need  of  health  care  assistance  already  have  a 
mechanism  for  obtaining  needed  assistance  through  present  local.  State,  and 
Federal  programs :  Now,  therefore,  be  it  hereby 

Resolved,  That  the  Nebraska  State  Medical  Association  urges  the  Senate  of 
the  United  States  in  considering  H.R.  6675  to : 

1.  Delete  those  provisions  from  the  bill  which  provides  hospitalization,  nursing 
home  and  related  care  for  everyone  over  65,  regardless  of  need,  financed  by  in- 
creased payroll  taxes  under  social  security. 

2.  Delete  those  provisions  of  the  bill  referred  to  as  "Part  B — Supplementary 
Health  Insurance  Benefits  for  the  Aged"  which  would  put  the  Government  in  the 
"insurance  business"  for  physicians  services  for  any  person  over  65  regardless 
of  need. 

3.  That  the  Senate  provide  for  any  Government  assistance  to  be  administered 
through  a  State  authority  with  Federal  participation  being  limited  to  providing 
Federal  matching  funds. 


SOCIAL  SECURITY 


1203 


4.  That  tlie  Senate  provide  for  any  Government  assistance  to  be  based  upon 
need  as  determined  locally  by  a  simple  income  certification  ;  and 

5.  Delete  compulsory  participation  of  physicians  in  old-age,  survivors,  and  dis- 
ability insurance  ;  and  be  it  hereby  further 

Resolved,  That  copies  of  this  resolution  be  sent  to  Senators  Carl  T.  Curtis  and 
Roman  Hruska,  of  Nebraska  ;  and  to  Senator  Harry  Byrd,  chairman  of  the  Senate 
Finance  Committee ;  and  to  Congressmen  Clair  Callan ;  Glenn  Cunningham,  and 
David  Martin  of  Nebraska ;  and  to  Congressman  Wilbur  Mills,  chairman  of  the 
House  Ways  and  Means  Committee. 

Passed  by  the  house  of  delegates,  Nebraska  State  Medical  Association,  on 
April  28, 1965. 


Statement  of  the  AssociATioisr  of  American  Physicians  &  Surgeons 

Mr.  Chairman  and  members  of  the  committee,  we  are  pleased  to  have  this 
opportunity  of  submitting  testimony  against  the  Mills  bill,  H.R.  6675. 

The  Association  of  American  Physicians  &  Surgeons  represents  ethical  physi- 
cians in  medical  economics,  public  relations,  legislation,  and  freedom.  Our  ob- 
jective of  "freedom"  can  be  defined  by  stating  that  we  oppose  the  socialization 
of  all  segments  of  the  economy  just  as  vigorously  as  we  oppose  socialized  medicine. 
Eligibility  for  membership  in  the  American  Medical  Association  is  prerequisite 
for  membership  in  AAPS. 

We  oppose  H.R.  6675  because  : 

1.  There  is  no  need  for  a  Government  financed  and  controlled  program  of  hos- 
pitalization and  medical  care  for  the  aged,  xiccording  to  the  Health  Insurance 
Institute,  health  insurance  for  those  over  65  years  of  age  is  now  leading  all  other 
areas  of  health  insurance  in  terms  of  growth.  By  1970,  insurance  actuaries  esti- 
mate that  the  coverage  of  the  aged  will  rise  to  between  89  and  90  percent.  The 
indigent  aged  now  receive  medical  care  without  charge  by  the  Nation's  physi- 
cians— as  physicians  always  have  done. 

2.  H.R.  6675  proposes  a  program  of  socialized  hospitalization  and  medical  care 
for  the  aged.  Since  the  Government  will  provide  and  control  hospitalization  serv- 
ices and  the  financing  thereof ;  since  the  Government  will  control  the  medical 
services  offered  to  the  aged  by  financing  the  subsidization  of  the  insurance  carriers 
responsible  therefor ;  the  program  is  one  of  outright,  unadulterated  socialism. 

3.  Historical  experience  of  socialized  medical  care  in  other  countries  indis- 
putably proves  that  hospital  and  medical  services  have  always  deteriorated  and, 
therefore,  it  must  be  concluded  that  the  socialized  hospitalization  and  medical 
care  program,  provided  in  H.R.  6675,  will  greatly  reduce  the  quality  of  care 
delivered  to  our  people. 

4.  It  will  destroy  the  vitally  important  patient-physician  relationship  which 
is  so  essential  to  the  delivery  of  quality  medical  care.  This  will  be  true  despite 
contrary  statements  of  proponents  as  will  be  pointed  out  subsequently. 

5.  The  Honorable  Durward  G.  Hall,  U.S.  Representative  from  Missouri,  a 
student  of  the  legislation  and  well  qualified  in  his  dual  capacity  as  a  doctor 
of  medicine  and  a  legislator  to  appraise  the  legislation,  on  April  9,  1965,  in 
Chicago  pointed  out  some  of  the  factors  in  H.R.  6675  which  clearly  point  to  a 
deterioration  of  medical  care : 

(a)  The  basis  for  quality  medical  care  is  the  voluntary  relationship  between 
the  doctor  and  his  patient.  This  would  begin  to  disappear  as  the  Government 
supplants  the  individual  as  the  purchaser  of  health  services. 

An  obvious  attempt  has  been  made  in  this  legislation  to  conceal  the  grant  of 
power  which  would  be  extended  to  the  Secretary  of  Health,  Education,  and  Wel- 
fare, to  interfere  with  administration  and  medical  practice  in  participating 
hospitals.  But  the  power  is  in  the  bill,  and  its  use  by  Government  employees  in 
carrying  out  their  responsibilities  toward  the  expenditure  of  Government  funds 
cannot  be  doubted. 

The  result  would  inescapably  be  third-party  intrusion  in  the  practice  of  medi- 
cine. The  physician's  judgment  would  be  open  to  question  by  others  not  responsi- 
ble for  the  patient's  well-being.  His  diagnostic  and  therapeutic  decisions  would 
be  subject  to  disapproval  by  those  controlling  the  expenditure  of  tax  money. 
Paradoxically,  the  physician's  cooperation  is  absolutely  necessary  for  proper 
functioning  of  the  law  and  certainly  to  avoid  the  abuse  factor. 

(&)  As  the  Government  begins  to  fix  prices  for  services  rendered — as  indeed 
it  must  to  protect  the  public  purse — financial  incentive  would  begin  to  melt 
away. 
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(c)  The  incentive  derived  from  competition  with  one's  peers,  invariably  the 
spark  which  ignites  the  flame  of  creative  progress,  would  also  fail,  since  rivalry 
would  be  eliminated  by  virtue  of  centralized  direction,  be  it  practice  or  all- 
important  bedside  research. 

(d)  As  physicians  and  health  facilities  become  more  and  more  subject  to  in- 
tervention in  their  work  by  lay  government  employees,  a  decline  of  professionalism 
will  be  certain. 

(e)  The  overutilization  and  abuse  of  a  "free"  service,  to  which  everyone  had 
a  "right,"  would  result  in  increasing  harassment,  which  could  not  fail  to  lead 
to  a  form  of  medicine  abuse  factor  and  bed  occupancy  alien  to  these  shores — 
medicine  on  an  assembly-line  basis. 

(/)  Quality  medicine  would  be  dealt  a  further  blow  by  the  loss  of  able 
entrants  in  the  health  field,  because  young  men,  viewing  a  profession  under 
partial  or  total  Government  domination,  could  be  expected  to  seek  careers  in 
other  fields.    This  has  been  the  rule  in  other  countries. 

6.  Congressman  Hall,  who  has  carefully  studied  this  legislation  and  analyzed 
its  implications,  stated  on  April  9,  1965,  that  "its  true  nature  is  one  of  subsidy, 
coercion,  and  control.  The  Supreme  Court,  in  1942  in  WicJcard  v.  Filburn,  said : 
'It  is  hardly  lack  of  due  process  of  the  Government  to  regulate  that  which  it 
subsidizes.'  Despite  the  bold  and  brazen  denial  that  authority  is  not  granted 
to  control  the  practice  of  medicine  or  any  agency  providing  health  services, 
the  clever,  fine  print,  fails  to  conceal  the  clear  hand  of  Central  Grovernment 
control.  'As  approved  by  the  Secretary,'  'in  accordance  w4th  standards  pre- 
scribed by  the  Secretary,'  'as  the  Secretary  may  find  necessary,'  and,  'a  utiliza- 
tion review  plan  of  a  hospital  *  *  *  shall  be  considered  sufficient  *  *  *  if  it 
provides  *  *  *  notification  to  the  individual,  and  his  attending  physician  that 
any  further  stay  in  the  institution  is  not  medically  necessary,'  are  the  words 
(in  plain  and  naked  language) ,  of  control." 

7.  By  offering  supplemental  hospitalization  insurance  at  $3  per  month,  this 
program  (H.R.  6675)  presents  a  very  grave  tlireat  to  the  survival  of  private 
insurance  carriers.  These  are  certain  to  experience  a  high  cancellation  rate 
w^hen  those  privately  insured  eligibles  choose  cutrate  Government  insurance 
with  premiums  withheld  from  social  security  gratuities.  A  very  high  per- 
centage of  those  eligible  for  benefits  under  H.R.  6675  are  now  covered  by  some 
amount  of  private  insurance.  Even  Mr.  Mills  himself  admits  this  cancellation 
threat  to  the  existing  carriers. 

8.  By  making  the  combination  of  benefits  under  workman's  compensation 
and  social  security  so  much  more  financially  rewarding  than  wages  of  regular 
employment,  H.R.  6675  will  undermine  the  rehabilitation  efforts  of  physicians  and 
compensation  insurance  carriers. 

9.  Implementation  of  the  socialized  hospitalization  and  medical  care  provisions 
of  H.R.  6675  would  be  the  forerunner  of  a  complete  program  of  socialized  hos- 
pitalization and  medical  care  for  all  citizens  regardless  of  age.  It  is  only 
reasonable  to  presume  that  the  millions  of  employed  who  will  be  taxed  to  pro- 
vide benefits  for  others  (the  aged)  eventually  will  demand  that  they  receive 
their  share  of  benefits  in  return  for  the  tax  money  which  will  be  extracted  from 
them.  In  view  of  repeated  statements  by  such  men  as  Reuther  and  Forand 
that  this  is  only  the  beginning,  pious  denials  by  others  mean  nothing. 

10.  It  has  been  estimated  that  the  cost  of  H.R.  6675  for  the  first  year  will 
amount  to  $30  for  every  man,  woman,  and  child  in  the  Nation.  It  has  been 
further  estimated  that  a  young  person  just  now  starting  to  pay  taxes  into  the 
social  security  system  can  expect  to  pay,  chiefly  as  a  result  of  H.R.  6675  and 
anticipated  amendments,  at  least  $20,000  before  becoming  eligible  for  any  benefits 
whatsoever.  The  extraction  of  this  great  sum  from  the  income  of  our  workers, 
when  their  needs  are  greatest,  will  impair  their  ability  to  provide  food,  clothing, 
housing,  and  education  for  their  families.  Deprivation  in  these  areas  is  bound 
to  be  reflected  in  the  general  state  of  mental  and  physical  health. 

11.  H.R.  6675  calls  for  the  compulsory  inclusion  of  physicians  in  the  social 
security  system.  This  is  discriminatory  taxation  because  only  5  percent  of 
physicians  retire  and  thus  millions  of  dollars  in  taxes  w^ould  be  taken  by  force 
from  physicians  and,  in  return,  they  would  receive  little  or  no  benefits. 

Members  of  the  Association  of  American  Physicians  &  Surgeons  believe  that 
the  American  people  of  all  ages  (not  only  the  aged)  should  receive  the  highest 
quality  of  medical  care  it  is  possible  to  render  regardless  of  the  ability  of  the 
patient  to  pay  for  such  care.  Under  the  U.S.  system  of  private  practice — with 
freedom  of  choice  of  physician  and  patient  kept  inviolate — the  j^.merican  people 
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have  been  and  are  receiving  the  finest  medical  care  in  all  the  world.    No  other 
country  has  health  records  to  match  those  of  the  United  States.    To  our  knowJ- 
j  edge — as  previously  pointed  out — no  individual  is  being  denied  quality  mediful 
I      care  because  of  inability  to  pay  for  it — regardless  of  age.    This  is  further  indica- 
tion that  there  is  no  demonstrated  need  for  the  ill-advised  provisions  of  H.R.  OOT-j. 
To  destroy  this  system  of  medical  care,  which  has  provided  the  American 
,     people  with  the  highest  quality  of  medical  care  available  anywhere  in  the  world, 
by  imposing  a  system  of  compulsory  socialized  medicine  on  first  the  aged,  and 
then  soon  inevitably  the  entire  population,  would  be  a  stark  tragedy  for  the 
Nation. 

For  these  reasons,  and  for  many  others  presented  to  this  committee,  we  urge 
'      committee  members  to  stand  unalterably  opposed  to  the  Mills  bill  (H.R.  6675) 

and  back  their  convictions  with  their  votes, 
j        Respectfully  submitted. 

E.  E.  Anthony,  M.D.,  President. 

The  U.S.  Pharmacopeia, 
Neiu  York,  N.Y.,  May  10, 1965. 

j     Hon.  Harry  F.  Byrd, 

I     Chairman,  Senate  Finance  Committee, 

j     U.S.  Senate, 

I     Senate  Office  Building, 

^     Washington,  D.C. 

Dear  Senator  Byrd:  We  are  pleased  to  respond  to  your  invitation  of  April  29 

I  to  comment  on  the  section  1861  (t)  of  H.R.  6675  wherein  the  terms  "drugs"  and 
"biologicals"  are  defined. 

We  have  studied  the  section  in  question  and  other  relevant  parts  of  the  bill 
with  care  and  in  relation  to  their  bearing  on  the  intended  purposes  of  the  proposed 
legislation  as  a  whole.    We  have  tried  to  envisage  how  the  definitions  might  serve 
:     to  implement  the  intent  of  the  Congress  and  we  offer  the  following  comments  on 
j     the  provisions  with  special  reference  to  the  U.S.  Pharmacopeia,  for  which  the 

II  abbreviation  "U.S. P."  is  generally  used.  Actually,  the  U.S.P.  and  the  National 
jl  Formulary  may  be  considered  together  since  they  are  both  cited  as  "oflBcial  com- 
1     pendia"  in  the  Food,  Drug  and  Cosmetic  Act  of  1938.    Furthermore,  they  are 

complementary  in  the  sense  that  their  respective  areas  of  coverage  do  not  overlap, 
and  there  is  basically  little  difference  in  the  criteria  by  which  the  choices  are  made 
ij     of  the  articles  listed  in  each  compendium.   The  Pharmacopeia  and  the  National 
1     Formulary  are  revised  completely  every  5  years.    Supplements,  usually  2  or  3, 

appear  in  the  interval  between  publications  of  each  new  U.S.P.  revision, 
j         From  its  inception  in  1820,  the  Pharmacopeia  has  adhered  with  constancy  to 
;     three  objectives:  (1)  to  select  from  the  drugs  in  current  use  those  that  are  well 
understood  and  established  as  representing  the  best  teaching  and  practice  of 
medicine ;  (2)  to  standardize  the  names  of  drugs,  and  (3)  to  provide  standards  of 
'!     strength  and  purity  for  the  selected  articles.    In  a  large  measure,  the  National 
j     Formulary  has  the  same  objectives  in  that  it  lists  such  articles  as  are  considered 
j     valuable  in  the  practice  of  medicine  but  not  included  in  the  Pharmacopeia, 
i        The  advisory  panels  of  physicians  which  aid  the  U.S.P.  Committee  of  Revision 
in  making  its  selection  of  U.S.P.  drugs  include  experts  from  practically  every 
specialty  of  medicine.    Each  expert  is  highly  respected  for  his  knowledge  of  medi- 
'     cine  and  the  care  of  the  ill.    It  is  the  high  standing  of  these  experts  that  lends 
;     weight  to  the  judgment  that  they  render  in  respect  to  the  choice  of  drugs  that  go 
I     into  the  U.S.  Pharmacopeia. 

'j        The  Pharmacopeia  and  the  National  Formulary,  therefore,  are  useful  as 
sources  of  selective  lists  of  drugs  and  this  fact  has  rather  wide  application. 
Surveys  have  shown  that  U.S.P.  recognition  is  by  far  the  largest  single  factor 
i     in  determining  that  a  drug  will  be  listed  in  a  hospital  formulary.    On  the 
other  hand,  it  has  been  a  source  of  some  embarrassment  to  the  U.S.P.  in  the 
past  to  have  its  list  used  to  determine  where  an  article  may  be  sold,  i.e.,  whether 
\\     restricted  to  sale  from  a  pharmacy  or  permitted  to  be  sold  from  a  grocery  store. 
!        It  has  come  to  our  attention  that  misgivings  have  been  expressed  over  possible 
|j     shortcomings  of  these  definitions  in  H.R.  6675  from  the  standpoint  of  allowing 
I'     payment  for  preparations  that  constitute  mixtures  of  drugs,  and  for  drugs  that 
have  been  recently  introduced.    It  is  quite  true  that  the  U.S.P.  recognizes  but 
few  mixtures ;  actually,  only  four  mixtures  of  drugs  are  listed  at  present. 
These  are  rational  mixtures  upon  which  physicians  agree;  specifically  they 
represent  a  formula  of  10  vitamins  in  the  amounts  established  by  the  National 
Research  Council  as  the  minimum  daily  requirements,  and  combinations,  re« 
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spectively,  of  two  forms  of  the  antibiotic  streptomycin,  of  equal  amounts  of  three 
sulfa  drugs  which  are  safer  when  so  combined,  and  of  caffeine  and  sodium 
benzoat'e  which  form  a  soluble  mixture  that  can  be  injected  intravenously. 

The  physicians  that  make  up  the  U.S.P.  advisory  panels  generally  frown  on  the 
use  of  mixtures  of  fixed  proportions  on  the  grounds  that  they  fail  to  meet  the 
individual  needs  of  patients.  The  basis  for  the  development  and  introduction 
of  a  mixture  of  drugs  does  not  invariably  include  considerations  of  convenience 
or  improved  therapy.  What  makes  their  use  important  to  the  drug  industry  is 
the  fact  that  each  is  unique  and  thus  can  be  obtained  as  a  rule  only  from  a  single 
source.  This  feature  confers  on  mixtures  certain  obvious  advantages  from  the 
producer's  standpoint  with  respect  to  their  promotion  and  distribution. 

As  for  Including  new  drugs,  the  timelag  between  the  introduction  of  a  drug 
and  its  general  acceptance  and  recognition  varies  and  is  bound  to  be  shorter 
in  the  future  as  a  result  of  the  Drug  Amendments  of  1962.  That  is,  whereas  in 
the  past  there  have  been  examples  of  drugs  having  been  discovered  and  placed 
on  the  market  within  a  year  (for  example,  oxytetracycline  hydrochloride,  which 
was  discovered  in  1950  and  marketed  later  the  same  year  under  the  brand  name 
Terramycin),  all  drugs  now  require  longer  study.  In  consequence,  the  drugs 
will  be  much  better  known  and  understood  by  the  time  they  reach  the  market. 
This  will  operate  to  the  end  that  drugs  of  merit  will  be  recognized  much  more 
promptly  both  by  a  hospital  formulary  committees  generally  and  the  U.S.P. 

A  source  of  concern,  however,  is  the  unavoidable  delay  between  the  time  a  drug 
is  "admitted"  to  the  U.S.P.  by  vote  of  the  U.S.P.  Revision  Committee  and  the  time 
that  it  becomes  "oflScial"  through  publication  of  U.S.P.  tests  and  standards  for 
it.  Also,  a  reasonable  time,  varying  from  a  few  weeks  to  6  months,  must  be 
allowed  after  publication  before  the  standards  take  effect,  i.e.,  the  date  after 
which  all  interstate  shipments  must  meet  the  U.S.P.  standards  in  order  to 
comply  with  the  Food,  Drug,  and  Cosmetic  Act.  The  drug  chlorothiazide  affords 
an  excellent  example  of  the  problem  concerned  here.  Because  the  discovery  of 
chlorothiazide  was  a  genuine  "breakthrough"  in  therapy,  the  drug  was  subjected 
to  long  and  thorough  study  in  the  clinic  before  the  customary  and  recognized 
legal  steps  were  initiated  to  put  it  on  the  market.  In  consequence,  chlorothiazide 
was  fairly  well  known  and  established  by  the  time  it  went  on  sale  about  January 
1,  1958.  In  view  of  this,  it  was  "admitted"  to  the  U.S.P.  at  a  U.S.P.  meeting 
held  on  January  25,  1958,  a  fact  that  was  promptly  made  public.  However, 
U.S.P.  standards  that  could  be  considered  "adequate"  within  the  meaning  of 
section  501(b)  of  the  Food,  Drug,  and  Cosmetic  Act  were  not  immediately 
available  and  could  not  be  included  in  the  U.S.P.  Supplement  that  appeared 
December  15,  1958.  Standards  were  included  in  the  next  revision  that  appeared 
in  March  1960 ;  however,  strictly  speaking,  chlorothiazide  did  not  become  "official" 
until  October  1,  1960,  the  effective  date  of  the  16th  Revision  of  the  Pharmacopeia. 
This  was  some  32  months  after  the  drug  had  actually  been  "admitted"  to  the 
Pharmacopeia. 

The  officials  of  hospitalization  plans  meet  this  problem  of  timelag  by  allowing 
payment  for  U.S.P.  drugs  from  the  time  the  latter  have  been  voted  admission  to 
the  Pharmacopeia.  This  suggests  that  the  difficulties  envisaged  with  respect 
to  the  present  draft  of  section  186 (t)  of  H.R.  6675  might  be  overcome  largely 
by  substituting  the  phrase  "admitted  to"  for  "included  in"  and  making  other 
minor  changes  as  needed.  The  definition  might  then  read  (the  new  wording 
being  italicized)  : 

"(t)  The  term  'drugs'  and  the  term  'biologicals,'  except  for  purposes  of  sub- 
section (m)  (5)  of  this  section,  include  only  such  drugs  and  biologicals,  respec- 
tively, as  are  admitted  to  the  United  States  Pharmacopeia  or  the  National 
Formulary,  or  listed  in  *  *  *." 

We  hope  that  these  comments  and  suggestions  will  be  regarded  as  construc- 
tive and  will  receive  consideration  by  your  committee  in  its  deliberations. 
Respectfully  yours, 

Lloyd  C.  Millee,  Ph.  D., 

Director  of  Revision. 


Statement  of  Mark  M.  Jones,  President,  National  Economic  Council,  Inc. 

Medicare — a  Critical  Assessment 

This  statement  is  submitted  on  behalf  of  the  National  Economic  Council.  It  is 
intended  to  present  a  critical  assessment  of  H.R.  6675,  including  its  nature  and 
its  prospective  impact.    It  is  based  upon  material  from  numerous  sources.  It 
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may  sound  negative  because  the  assessment  yields  little  that  is  favorable  to  the 
bill.  It  indicates  that  the  medicare  idea  is  unsound  and  unworkable ;  that  it  is 
illegal,  unconstitutional,  and  subversive.  In  other  words,  it  is  not  only  a  gigantic 
fraud,  but  will  produce  a  Frankenstein  monster  without  parallel. 

About  the  only  hope  left  after  such  a  review  is  that  maybe  and  if  there  is 
anything  in  the  pendulum  theory  of  history,  this  extreme  of  extremes  may  more 
quickly  start  a  swing  back  toward  sanity  and  responsibility. 

This  statement  is  arranged  to  present  specific  points  with  respect  to  the  bill 
in  four  categories,  as  follows  : 

What  it  is  not. 

What  it  is. 

Its  effects. 

What  it  ignores. 

WHAT  IT  IS  NOT 

Although  296  pages  are  used  for  H.R.  6675.  and  these  are  an  almost  impenetrable 
jumble  of  words,  the  following  are  some  of  the  things  medicare  is  not : 
It  is  not  what  it  is  represented  to  be. 
It  is  not  what  it  is  believed  to  be. 
It  is  not  insurance. 
It  is  not  needed. 

It  is  not  wanted,  except  by  politicians,  economic  illiterates,  and  the  indigent 
fringe. 

It  is  not  workable. 

It  is  not  medical  care,  but  is  limited  to  temporary  hospital  and  nursing  home 
care. 

WHAT  IT  IS 

Medicare  is  a  major  feature  of  the  plan  now  well  advanced  toward  establish- 
ing complete  federalization  of  American  life.  It  is  a  very  important  feature 
serving  to  round  out  the  structure  of  executive  despotism. 

It  is  to  control  and  regiment  your  doctor,  your  hospital,  your  nursing  home, 
and  you.  It  adds  greatly  to  the  forces  inducing  the  development  of  socialized 
medicine. 

It  is  a  device  to  federalize  the  Nation's  hospital  system  by  use  of  Federal  tax 
funds  paid  to  hospitals  and  nursing  homes. 

It  is  a  means  of  making  another  big  subtraction  from  the  tax  base  together 
with  a  forced  increase  in  the  nonproductive  overhead  in  which  it  will  result,  thus 
making  the  national  economy  more  topheavy  than  ever. 

It  reflects  a  supreme  contempt  for  the  people  on  the  part  of  its  proponents. 
This  attitude  was  once  given  expression  by  Harry  Hopkins  when,  in  referring  to 
the  people,  he  said,  "They  are  too  damn'  dumb  to  understand." 

It  is  an  attempt  to  tell  the  States  how  to  manage  their  financial  affairs,  par- 
ticularly because  of  the  provision  requiring  State  contributions  for  medical  care 
of  the  needy. 

It  is  one  of  the  most  gigantic  and  cruel  frauds  ever  perpetrated  on  a  people. 

ITS  EFFECTS 

The  thinking  behind  medicare  already  has  brought  us  close  to  being  a  nation 
of  moochers  and  panhandlers.  We  are  told  that  the  number  of  perverts  and 
dope  addicts  is  increasing  rapidly.    The  crime  rate  also  is  rising  rapidly. 

Medicare  would  provide  a  slick  new  way  to  put  over  increased  taxation. 

Ultimately,  it  would  deprive  you  of  your  right  to  choose  your  own  doctor. 

It  would  have  immeasurably  disastrous  effects  upon  the  hundreds  of  existing 
health  insurance  businesses  which  operate  successfully  on  a  going-concern  basis, 
as  well  as  upon  the  countless  associations  of  mutual  or  cooperative  nature  also 
operating  in  this  field. 

It  would  slow  down  and  ultimately  stop  scientific  progress  in  medicine  and 
medical  care. 

It  would  become  one  of  tlie  most  outstanding  examples  of  politicalization  of 
the  economy  at  the  expense  of  productivity  among  the  many  others. 

It  is  estimated  that  medicare  would  cost  $6.6  billion  the  first  year. 

The  elephantiasis  onto  which  the  medicare  monstrosity  would  be  grafted 
(Health,  Education,  and  Welfare)  long  since  has  passed  the  point  of  diminishing 
returns  so  far  as  value  and  efficiency  are  concerned.  Launched  in  1937,  on  the 
solemn  assurance  that  social  security  positively  would  solve  the  aging  problem. 
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it  has  degenerated  Into  a  parasitic  bureaucracy  of  82,740  as  of  November  1964. 
Under  medicare,  will  it  have  120,000  at  the  end  of  the  first  year,  or  150,000? 

It  would  place  our  already  financially  unsound  social  security  in  additional 
jeopardy.  Social  security  now  has  an  unfunded  liability  or  deficit  of  $320  billion. 
To  this,  medicare,  upon  taking  effect,  would  add  an  estimated  $25  billion  to  $60 
billion  because  some  16  million  persons  will  automatically  become  eligible  for 
benefits,  even  though  they  have  never  paid  any  tax  money  to  finance  them. 

It  would  soon  increase  the  total  chargeable  to  it;  hospital  costs  have  been 
rising  at  an  average  of  7  percent  a  year  for  the  past  10  years. 

It  would  require  that  a  great  proportion  of  the  increased  tax  burden  be  carried 
by  those  least  able  to  bear  it. 

It  would  require  many  employees,  taxed  at  the  rate  of  5.2  percent  by  1971, 
to  pay  more  social  security  taxes  than  income  taxes. 

It  would  force  its  so-called  medicare  on  everyone  (even  the  millions  not  now 
covered  by  social  security)  and  disregard  the  fact  that  at  least  65  percent  of  the 
aged  already  have  made  all  necessary  provision  for  themselves. 

It  not  only  would  increase  the  social  security  tax  of  every  wage  earner,  but  at 
the  same  time  would  reduce  the  purchasing  power  of  his  income. 

It  would  increase  prices  and  become  one  of  the  mightiest  of  all  inflationary 
forces  among  the  many.  It  would  accelerate  the  decline  in  the  purchasing  power 
of  the  dollar,  recently  down  to  35.6  cents  in  comparison  with  1932. 

It  would  put  Government  into  competition  with  citizens  and  private  enter- 
prise in  a  mighty  way,  and  both  by  reason  of  its  colossal  proportions  and  tbe 
Gresham  effect  on  enterprise  of  Government  services,  would  steadily  drive  out 
incentives  for  private  initiative  and  build  up  an  inefficient  monopoly  of  propor- 
tions without  precedent. 

It  would  also  subtract  great  amounts  from  the  tax  base  by  reason  of  the 
above. 

It  would  be  one  more  package  of  devices  of  degenerative  character  which 
would  enlarge  and  accelerate  the  already  well-advanced  trend  toward  standard- 
ized mediocrity  throughout  life. 

It  w^ould  have  a  tremendous  impact  on  the  lives  of  almost  all  of  our  people — 
not  just  those  over  65  who  may  avail  themselves  of  so-called  benefits.  The  im- 
pact on  young  people  would  be  incalculable  because  of  its  unsettling  subtraction 
from  economic  soundness  and  stability  of  the  entire  economy  and  because  of  its 
automatic  curtailment  of  the  scope  of  their  opportunities  in  life.  It  would  have 
a  similar  effect  on  the  middle-aged. 

The  costs  would  fall  on  individuals  in  the  twenties,  thirties,  forties,  and 
fifties  and  throughout  the  years  they  work  until  they  retire.  Passage  of  this 
measure  not  only  would  raise  the  rate  of  tax  that  must  be  paid  by  employees, 
-employers,  and  self-employed,  but  it  would  raise  the  level  of  covered  wages 
from  the  present  $4,800  a  year  to  $6,600  a  year  by  1973. 

In  the  course  of  his  employment  until  age  65,  a  young  man  who  will  be  21  next 
January  1,  under  medicare  would  pay  taxes  totaling  $15,469.90.  If  these  pay- 
ments were  placed  in  a  savings  account  paying  4  percent  interest  compounded 
quarterly,  he  would  build  up  a  fund  of  $40,658.54  by  age  65. 

Because  of  a  very  liberalized  definition  of  total  disability  that  was  slipped 
into  the  bill  in  the  House,  largely  without  notice,  just  before  it  was  ordered  re- 
ported, it  would  further  weaken  the  State  workmen's  compensation  laws.  Under 
the  proposed  law,  disability  would  be  paid  an  insured  worker  who  has  been 
totally  disabled  for  6  calendar  months  even  though  it  is  expected  that  he  will 
recover  in  the  foreseeable  future.  Also,  social  security  benefits  would  be  paid 
whether  or  not  the  disabled  worker  was  receiving  State  workmen's  compensa- 
tion benefits ;  in  other  words,  providing  dual  benefits.  As  sent  to  the  Senate,  the 
hill  also  leaves  open  the  question  of  who  will  determine  the  disability  and  how, 
and  who  will  determine  when  the  disability  ends. 

By  making  Federal  benefits  available  to  more  people — thousands  and  thousands 
would  be  receiving  Federal  payments — it  would  reduce  the  incentive  and  desire 
of  States  to  keep  modern  or  improve  their  workmen's  compensation  laws.  It 
would  set  up  endless  controversy  among  the  Federal  and  State  bureaucrats.  If 
social  security  should  eventually  replace  State  laws,  it  is  expected  ultimately 
that  employers  might  again  be  liable  for  personal  suits  by  injured  workers  under 
common  law  because  Federal  law  does  not  provide  this  protection. 

In  an  overall  sense,  one  of  medicare's  supereffects  would  be,  for  those  who 
wish  to  see,  a  conclusive  demonstration  of  the  folly  of  the  16th  amendment. 
This  was  the  omission  from  that  amendment  of  a  limitation  on  the  power  of 
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the  Federal  Government  to  tax.  Parallel  to  this  was  the  failure  to  impose  a 
limitation  on  the  power  to  spend.  There  is  now  more  than  enough  evidence  to 
prove  to  reasonable  minds  that  large-scale  spending  and  taxing  by  Government 
can't  really  work  in  the  interests  of  the  people. 

It  would  have  effects  that  would  subject  198  million  people  to  the  control  and 
domination  of  what  would  be  a  combination  of  Frankenstein  monster  and 
octopus  of  elephantine  proportions  which  will  serve  admirably  to  accelerate 
the  achievement  of  Stalin's  goal  of  making  capitalism  pay  for  its  own  funeral. 

WHAT  IT  IGNORES 

Medicare  ignores  the  overwhelming  evidence  of  the  spread  of  degeneration 
through  the  national  economy.  Signs  of  inflation  now  are  apparent  on  every  hand 
The  purpose  of  building  up  an  executive  despotism,  for  which  the  social  security 
system  was  in  part  designed,  included  the  expectation  that  the  social  security 
card  might  ultimately  be  taken  from  anyone  who  offended  the  reigning  despot, 
and  thus  deprive  the  offender  not  only  of  the  opportunity  to  speak  as  a  free  man, 
but  also  of  the  opportunity  to  work. 

It  ignores  the  fact  that  it  is  one  more  delegation  of  powder  to  the  executive 
branch  of  the  Government,  which  already  is  not  able  even  to  comprehend  the 
pyramid  of  powers  for  which  it  is  responsible  as  well  as  the  fact  that  the  execu- 
tive branch  is  incompetent  to  manage  the  duties  for  which  it  is  already  respon- 
sible. 

It  ignores  the  fact  that  it  is  another  delegation  of  power  to  the  executive 
branch  that  extends  the  process  of  undermining  the  legislative  branch  and 
pushes  it  still  further  toward  servile  impotence. 

It  ignores  the  fact  that  all  Government  expenditures  are  overhead  expen- 
ses of  the  national  economy ;  that  overhead  must  be  regulated  with  due  rela- 
tion to  production  and  the  income  of  the  people ;  and  that  disregard  of  this 
elementary  fact  has  been  one  of  the  principal  causes  of  the  decline  and  fall 
of  previous  civilizations. 

It  ignores  the  fact  that  Government  expenditures  in  the  United  States — Fed- 
eral, State,  and  local — are  now  running  at  an  annual  rate  in  excess  of  $200 
billion ;  that  this  total  exceeds  50  percent  of  the  real  product  and  is  out  of  all 
proportion  to  the  essentials  for  maintaining  a  going-concern  economy. 

It  ignores  the  fact  that  Government  spending  has  been  carried  on  reckless- 
ly and  without  regard  for  income,  with  the  result  that  the  Federal  debt  alone 
is  in  excess  of  $320  billion,  on  which  carrying  charges  are  approximately  $11 
billion  a  year. 

It  ignores  the  fact  that  a  generation  of  experience  has  clearly  proved  that 
Government  management  is  incompetent,  inefficient,  indiscriminate,  irrespon- 
sible, and  unreliable. 

It  ignores  the  fact  that  a  recent  national  poll  showed  that  74  percent  of 
the  Nation's  adults  favor  the  eldercare  proposal  of  the  American  Medical  As- 
sociation, and  only  14  percent  prefer  medicare. 

How  can  a  vote  for  medicare  by  a  Member  of  the  House  or  Senate  be  any- 
thing other  than  brazen  violation  of  his  or  her  oath  of  office  and  an  extreme 
expression  of  contempt  for  his  or  her  constituents,  the  Constitution,  and  the 
country  ? 

The  whole  thing  is  as  dishonest  as  pouring  water  into  milk. 

It  could  only  arise  from  the  moral  cancer  at  the  political  heart  of  the 
Nation. 


American  Farm  Bureau  Federation, 

Washington,  B.C.,  May  11, 1965. 
Subject :  H.R.  6675,  social  security  and  medicare. 
Hon.  Harry  F.  Byrd, 
Chairman,  Seriate  Committee  on  Finance, 
U.S.  Senate, 
Washington,  B.C. 

Dear  Senator  Byrd:  The  voting  delegates  of  the  American  Farm  Bureau 
Federation  at  their  most  recent  annual  meeting  in  December  1964,  adopted 
the  following  policy  in  reference  to  social  security  and  medicare. 

''We  are  opposed  to  any  increases  in  social  security  taxes  beyond  those  al- 
ready scheduled  in  the  law  and  to  any  additional  benefits,  such  as  the  pro- 
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posed  medical  care  program,  which  would  require  still  further  increases  in 
taxes.  The  need  for  medical  insurance  should  be  met  by  the  expansion  of 
private  insurance  programs." 

The  medicare  proposal  as  contained  in  H.R.  6675  takes  an  unparalleled  step 
toward  involving  an  agency  of  the  Federal  Government  in  the  financing  and 
regulation  of  medical  and  hospital  services  and  care  rendered  to  individuals. 

Here  are  some  of  the  more  important  reasons  w^hy  we  are  opposed  to  H.R. 
6675. 

(1)  We  think  it  unsound  policy  for  the  Congress  to  adopt  a  medical  program 
that  will  tax  the  poor  to  provide,  in  far  too  many  instances,  medical  help  for 
persons  who  have  sufficient  means  to  finance  their  own  needs.  By  establish- 
ing an  age  limit  instead  of  need  plus  age  as  the  only  qualifying  criteria  for 
medicare,  low-income  families  will  be  forced  to  pay  medical  expenses  for  those 
who  could  afford  to  pay  their  own. 

(2)  It  increases  both  the  rate  of  tax  and  the  taxable  base  in  order  to  fi- 
nance the  Government  medical  program.  This  is  a  regressive  tax  and  hits  hard- 
est those  persons  least  able  to  pay. 

(3)  Further,  guaranteeing  hospitalization  to  all  persons  over  65,  regard- 
less of  need  or  ability  to  pay,  will  overload  the  already  crowded  medical  facili- 
ties and  hospitals. 

(4)  This  legislation,  if  enacted,  will  add  a  new  and  unnecessary  tax  load  to 
young  wage  earners  and  self-employed  persons  such  as  farmers.  At  a  time 
when  farm  costs  are  at  a  staggering  level  in  relation  to  cash  farm  receipts,  we 
find  it  impossible  to  support  a  program  that  would  nearly  double  the  tax  a  farm- 
er presently  pays  under  the  social  security  program. 

We  recommend  that  the  Senate  Finance  Committee  reject  this  proposal. 
Please  enter  this  letter  as  a  part  of  the  hearing  record. 
Sincerely  yours, 

John  C.  Lynn. 
Legislative  Director, 


Statement  Submitted  by  B.  B.  Written,  Director,  National 
Rehabilitation  Association 

the  proposal 

We  propose  that  section  222  of  the  Social  Security  Act  be  amended  to  permit 
payment  of  the  cost  of  vocational  rehabilitation  services  for  OASDI  beneficiaries 
from  the  OASDI  trust  fund.  A  proposed  amendment  accompanies  this  statement. 
This  proposal  was  made  by  the  Advisory  Council  on  Social  Security  in  its  recent 
report.   It  is  justified  in  the  following  paragraphs. 

rehabilitation  potential 

Many  applicants  for  social  security  disability  benefits  have  potential  for  voca- 
tional rehabilitation.  This  potential  is  present  in  both  denied  and  allowed  cases. 
It  is  best  revealed  by  an  intensive  team  evaluation  in  workshop  or  other  voca- 
tionally oriented  rehabilitation  facility. 

Under  the  regular  procedures  of  the  State-Federal  vocational  rehabilitation 
program,  39,012  applicants  for  disability  benefits  were  rehabilitated  during  a 
5-year  period  ending  June  30,  1964  ;  11,030  of  this  number  were  persons  for  whom 
disability  benefits  had  been  allowed.  Beginning  with  1,100  in  fiscal  1959,  the 
number  of  allowed  cases  rehabilitated  has  been  gradually  increasing,  rising  to 
3,200  in  1964.  On  June  30,  1964,  about  19,000  applicants  were  receiving  or  had 
been  accepted  for  vocational  rehabilitation  services  under  the  State-Federal  pro- 
gram. Most  of  these  are  denied  applicants. 

The  Vocational  Rehabilitation  Administration  has  research  contracts  with 
Ohio  State  University,  Tulane  University,  and  Kenny  Rehabilitation  Institute  to 
determine  vocational  rehabilitation  potential  through  intensive  team  evaluation. 
Cases  are  selected  at  random  from  the  files  and  include  both  allowed  and  denied 
cases.  The  official  report  of  these  studies  is  not  yet  available,  but  the  following 
facts  have  been  revealed :  2,500  cases  have  been  evaluated,  equally  divided  be- 
tween allowed  and  denied  cases.  Approximately  35  percent  have  been  found  to 
have  sufficient  potential  for  vocational  rehabilitation  to  warrant  referral  to  the 
State  vocational  rehabilitation  agencies.  This  is  contrasted  to  11  percent  being 
referred  to  vocational  rehabilitation  without  this  team  evaluation. 
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The  Vocational  Rehabilitation  Administration  estimates  that  a  minimum  of 
15,000  to  20,000  can  be  rehabilitated  each  year,  if  adequate  resources  are  available. 

If  the  temporarily  totally  disabled  become  eligible  for  disability  benefits,  this 
number  could  easily  be  doubled.  It  is  particularly  important  that  this  "tem- 
porary" group  receive  rehabilitation  services  promptly ;  otherwise  many  will  be- 
come long-term  disability  cases. 

EXPERIENCE  OP  PRIVATE  CARRIERS 

Congress  might  well  consider  the  experience  of  commercial  insurance  com- 
panies in  providing  or  purchasing  rehabilitation  services  for  their  beneficiaries. 
By  making  rehabilitation  services  available  promptly,  Liberty  Mutual  estimates  a 
saving  of  $42,000  on  medical  bills  alone  on  the  average  spinal  injury  case.  Em- 
ployee's Mutual  estimates  a  saving  of  $2,4  to  $4.7  million  as  a  result  of  rehabili- 
tating 27  to  35  paralyzed  individuals.  Nationwide  Mutual  has  had  similar  ex- 
I)erience  with  an  experimental  program.  Initiated  in  connection  with  workmen's 
compensation  injuries,  these  rehabilitation  programs  are  now  being  extended  to 
other  beneficiaries,  including  the  victims  of  automobile  accidents.  Since  insur- 
ance companies  are  frequently  liable  for  long-term  medical  benefits  as  well  as 
pensions  for  permanent  disability,  their  experiences  are  not  directly  comparable 
to  what  might  be  expected  under  the  social  security  program.  The  main  point  is 
clear,  however  :  prompt  provision  of  intensive  rehabilitation  services  saves  money 
for  the  carriers.  It  will  do  the  same  for  the  trust  fund. 

In  summary,  it  might  be  said  that  evidence  is  accumulating  that  applicants 
for  disability  benefits,  both  the  allowed  and  the  denied,  have  much  more  voca- 
tional rehabilitation  potential  than  was  originally  thought.  Rehabilitation  poten- 
tial is  concentrated,  of  course,  largely  in  applicants  who  are  in  the  general  work 
age.  Evidence  is  also  accumulated  to  indicate  that  State  vocational  rehabilita- 
tion agencies  can  deal  effectively  with  these  individuals,  but  that  an  intensive 
team  evaluation  is  required  in  order  to  reveal  the  existence  of  such  potential. 
This  evaluation  is  important  both  to  the  agency  which  will  be  expending  tax 
funds  to  rehabilitate  the  individual  and  to  the  handicapped  individual  whose 
morale  is  lifted  immeasurably  as  the  result  of  finding  he  has  work  potential  he 
had  not  previously  recognized. 

ADEQUATE  FINANCING  NOT  AVAILABLE 

Adequate  financing  of  vocational  rehabilitation  services  for  applicants  for  dis- 
ability benefits  (including  intensive  evaluation  services)  cannot  be  provided  un- 
der the  State-Federal  vocational  rehabilitation  program  mechanism  without  as- 
sistance from  the  trust  fund. 

The  State-Federal  vocational  rehabilitation  program  operates  under  the  Voca- 
tional Rehabilitation  Act,  Public  Law  565  of  the  83d  Congress.  The  definition  of 
a  "handicapped  individual"  under  this  law  is  broad,  and  most  of  the  allowed  appli- 
cants for  disability  benefits  are  probably  eligible  for  services  under  this  act,  al- 
though many  may  not  be  able  to  benefit  substantially.  The  Federal  Government, 
within  sums  appropriated  by  Congress,  reimburses  State  vocational  rehabilita- 
tion agencies  for  an  average  of  about  60  percent  of  the  cost  of  rehabilitation 
services  provided.  Federal  shares  run  from  50  percent  in  the  higher  income 
States  to  70  percent  in  the  lower  income  States.  The  development  of  vocational 
rehabilitation  services  under  this  program  is  not  uniform. 

There  is  a  wide  variation  in  State  per  capita  appropriations  for  vocational 
rehabilitation  services  and,  as  a  result,  in  the  extent  and  depth  of  such  services. 
Although  State  agencies  will  continue  to  serve  and  rehabilitate  limited  numbers 
of  applicants  for  disability  benefits  without  additional  resources,  these  agencies 
cannot  be  expected  to  provide  on  a  uniform  national  basis  the  services  that  will 
be  required  for  this  large  group  of  handicapped  individuals.  In  addition,  most 
vocational  rehabilitation  services  under  the  State-Federal  program  are  provided 
on  the  basis  of  need,  which  mitigates  against  prompt  comprehensive  rehabilita- 
tion in  many  cases.  This  would  not  apply  to  rehabilitation  services  provided 
under  the  amendment  to  section  222  which  we  propose. 

SAVING  TO  THE  TRUST  FUND 

Expenditures  from  the  trust  fund  for  vocational  rehabilitation  services  for 
applicants  for  disability  benefits  will  result  in  a  net  saving  to  the  trust  fund. 
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The  Vocational  Rehabilitation  Administration  research  contracts  have  revealed 
that  the  cost  of  rehabilitating  an  allowed  disability  beneficiary  is  about  $1,200, 
which  is  near  the  average  of  all  handicapped  individuals  rehabilitated  by  the 
agency.  This  includes  salaries  and  overhead  expenses  as  well  as  case  service 
expenditures. 

On  the  average,  a  disability  beneficiary  may  expect  to  receive  about  $9,000  in 
benefits,  if  he  has  no  dependents.  Beneficiary  families,  consisting  of  a  disabled 
worker,  his  wife,  and  one  or  more  children,  can  expect  to  receive  about  $17,000 
on  the  average.  One  successful  rehabilitation,  therefore,  can  result  in  savings 
in  benefit  costs  of  from  $8,000  to  $16,000.  Even  if  costs  of  rehabilitation  should 
prove  to  be  considerably  more  expensive  than  is  predicted,  we  can  still  say  that 
the  rehabilitated  individual  will  save  the  trust  fund  from  5  to  10  times  the 
amount  actually  spent  upon  him. 

Another  way  of  stating  this  would  be  to  say  that  if  vocational  rehabilitation 
agencies  were  able  to  succeed  in  rehabilitating  not  over  1  out  of  5  to  10  individ- 
uals upon  whom  they  expend  the  full  rehabilitation  treatment,  this  would  still 
mean  there  would  be  no  loss  to  the  trust  fund.  Actually,  professionals  in  the 
field  are  confident  that  rehabilitation  will  be  successful  in  from  40  to  60  percent 
of  the  cases  carried  through  to  conclusion.  This  assumes,  of  course,  reasonable 
criteria  for  the  selection  of  cases.  These  figures  do  not  take  into  account  the 
fact  that  once  rehabilitated  the  disabled  person  will  actually  be  paying  into  the 
trust  fund  again  through  payroll  taxes.  Most  individuals  not  vocationally 
rehabilitated  will  reap  rich  benefits  in  terms  of  ability  to  care  for  themselves. 

If  all  of  these  individuals  could  be  rehabilitated  by  the  State  rehabilitation 
agencies  without  the  use  of  the  trust  fund,  an  argument  might  be  made  that  the 
provision  of  rehabilitation  services  from  the  trust  fund  is  substituting  expend- 
itures from  the  trust  fund  for  expenditures  from  other  sources.  Since  it  is 
clearly  impossible  that  such  services  be  rendered  to  large  numbers  of  applicants 
under  the  present  State-Federal  mechanism,  it  becomes  evident  that  the  provision 
of  rehabilitation  services  from  the  trust  fund  will  be  beneficial  to  the  trust  fund. 
In  fact,  this  appears  to  be  the  most  promising  avenue  possible  for  eventually 
reducing  expenditures  from  the  trust  fund  for  disability  benefits. 

ADMINISTRATION 

The  provision  of  vocational  rehabilitation  services,  to  applicants  for  disability 
benefits  with  trust  fund  financing  (including  intensive  team  evaluation)  can  be 
administered  cooperatively  by  the  Vocational  Rehabilitation  Administration  and 
the  Social  Security  Administration  without  disturbing  the  wholesome  State- 
Federal  relationships  existing  between  the  States  and  the  Social  Security  Admin- 
istration and  the  Vocational  Rehabilitation  Administration. 

The  Vocational  Rehabilitation  Administration  and  the  Social  Security  Admin- 
istration have  been  considering  for  2  or  3  years  the  benefits  that  might  accrue 
from  payment  of  rehabilitation  costs  from  the  trust  fund.  In  so  doing,  they 
have  consulted  with  the  State  rehabilitation  agencies,  which  administer  deter- 
minations under  the  existing  program,  with  the  National  Rehabilitation  Associa- 
tion, and  others  concerned  for  the  rehabilitation  of  the  Nation's  disabled  people. 
They  have  been  able  to  work  out  a  memorandum  of  agreement  on  how  the  two 
agencies  would  work  together  in  administering  the  program.  It  has  been  found 
that  there  are  no  diflicult  barriers  to  setting  up  the  administrative  machinery 
that  would  enable  this  program  to  go  into  effect  immediately  and  operate 
smoothly.  State  rehabilitation  agencies  concur  in  this  conclusion.  The  Social 
Security  Administration  would,  of  course,  be  responsible  for  establishing  the 
criteria  for  the  selection  of  cases  to  be  served.  The  Vocational  Rehabilitation 
Administration  would  be  responsible  for  the  supervision  of  the  rendition  of  case 
services  to  the  individuals.  In  so  doing,  they  would  work  within  the  existing 
framework  of  State-Federal  relationships,  now  firmly  established  and  working 
harmoniously. 

SAFEGUARDS 

Safeguards  can  easily  be  provided  in  law  and  regulations  to  assure  an  orderly 
approach  in  the  financing  of  rehabilitation  services  from  the  trust  fund. 

Everyone  who  has  studied  this  problem  recognizes  that  payments  from  the 
trust  fund  should  start  on  a  small  scale  and  be  expanded  as  experience  is  gained 
and  results  documented.  In  the  beginning  years,  Congress  might  consider 
whether  it  would  be  advisable  to  limit  the  percentage  of  the  disability  benefits 
trust  fund  collections  that  might  be  expended  upon  rehabilitation  services.  The 
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Social  Security  Administration  and  the  States  will  set  up  criteria  for  the  selection 
of  cases  to  be  served.  It  seems  reasonable  that  criteria  established  in  the  early 
years  would  concentrate  upon  cases  for  which  there  is  more  than  a  reasonable 
expectation  that  vocational  rehabilitation  will  result.  As  experience  is  gained, 
the  program  can  be  expanded  to  include  more  individuals  for  whom  the  expect- 
ancy for  rehabilitation  may  be  less  sure.  There  appears  to  be  no  reason  why 
this  program  cannot  be  administered  successfully.  The  important  thing  is  to 
get  it  underway.  Despite  the  contribution  of  research  contracts  to  providing 
answers  to  many  problems,  the  real  answer  will  not  come  until  a  bold  experiment 
has  been  made  along  lines  suggested  in  this  statement. 


Payment  of  Costs  of  Rehabilitation  Services  From  Trust  Funds 
(An  amendment  to  S.  6675) 

Section  222  of  the  Social  Security  Act  is  amended  by  redesignating  subsections 
(b)  and  (c)  as  subsections  (c)  and  (d),  respectively,  and  by  inserting  after  sub- 
section (a)  the  following  new  subsection: 

"Costs  of  Rehabilitation  Services  Chargeable  to  Trust  Funds 

"(b)(1)  For  the  purpose  of  making  vocational  rehabilitation  services  more 
readily  available  to  disabled  individuals  who  are  (A)  entitled  to  disability  insur- 
ance benefits  under  section  223,  or  (B)  in  a  period  of  disability  under  section 
216 (i),  or  (C)  entitled  to  child's  insurance  benefits  under  section  202(d)  after 
having  attained  age  18,  to  the  end  that  savings  will  result  to  the  trust  funds  as  a 
result  of  rehabilitating  the  maximum  number  of  such  individuals  into  productive 
activity,  there  are  authorized  to  be  transferred  from  the  trust  funds  such  sums 
as  may  be  necessary  to  enable  the  Secretary  to  pay  the  costs  of  vocational  rehabil- 
itation services  for  such  individuals,  including  necessary  costs  of  administra- 
tion, except  that  the  total  amount  transferred  from  the  trust  funds  under  this 
subsection  in  any  fiscal  year  may  not  exceed  2  percent  of  the  benefit  payments 
certified  in  the  preceding  year  pursuant  to  section  202(d)  for  children  who  have 
attained  age  18  or  pursuant  to  section  22.3. 

"  (2)  In  the  case  of  each  State  which  is  willing  to  do  so,  such  vocational  rehabil- 
itation services  shall  be  furnished  under  a  State  plan  for  vocational  rehabilitation 
services  which — 

"(A)  has  been  approved  under  section  5  of  the  Vocational  Rehabilitation 
Act, 

"  (B)  provides  that  such  services  will  be  furnished  with  reasonable  prompt- 
ness to  any  such  individual  in  the  State  to  the  extent  funds  provided  under 
this  subsection  are  adequate  for  the  purpose  and,  in  case  such  funds  are  not 
adequate  to  provide  such  services  to  all  of  them,  shows  the  order  to  be 
followed  in  selecting  those  to  whom  such  services  will  be  provided,  such 
order  to  be  based  on  criteria  formulated  by  the  Secretary  which  take  into 
account  the  relative  eftect  upon  the  trust  funds  of  providing  such  services  to 
such  individuals,  and 

"(C)  provides  that  such  services  will  be  furnished  to  any  such  individual 
without  regard  to  (i)  his  citizenship  or  place  of  residence,  (ii)  his  need  for 
financial  assistance  except  as  provided  in  regulations  of  the  Secretary  in 
the  case  of  maintenance  for  an  individual  living  at  home  while  receiving 
rehabilitation  services,  or  (iii)  any  order  of  selection  followed  under  the 
State  plan  pursuant  to  section  5(a)(4)  of  the  Vocational  Rehabilitation 
Act. 

"(3)  To  the  extent  that  vocationl  rehabilitation  services  cannot  be  provided 
to  any  such  individual  in  any  State  under  a  plan  of  such  State  which  meets  the 
requirements  of  paragraph  (2),  the  Secretary  may  provide  such  services  by 
agreement  or  contract  with  other  public  or  private  agencies,  organizations,  in- 
stitutions, or  individuals. 

"(4)  Payments  under  this  subsection  may  be  made  in  installments,  and  in 
advance  or  by  way  of  reimbursement,  with  necessary  adjustments  on  account  of 
overpayments  or  underpayments. 

"(5)  Money  paid  from  the  trust  funds  under  this  subsection  for  purposes  of 
providing  services  to  individuals  who  are  entitled  to  benefits  under  section  223 
or  who  are  within  a  period  of  disability  under  section  216 (i)  shall  be  charged 
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to  the  Federal  Disability  Insurance  Trust  Fund,  and  all  other  money  paid  out 
from  the  trust  funds  under  this  subsection  shall  be  charged  to  the  Federal  Old 
Age  and  Survivors  Insurance  Trust  Fund.  The  Secretary  shall  determine  ac- 
cording to  such  methods  and  procedures  as  he  may  deem  appropriate — 

"(A)  the  total  cost  of  the  services  provided  under  this  subsection,  and 
"(B)  subject  to  the  provisions  of  the  preceding  sentence,  the  amount 
of  such  cost  which  should  be  charged  to  each  of  such  trust  funds. 
*'(6)  For  the  purposes  of  this  subsection  the  term  'vocational  rehabilitation 
services'  shall  have  the  meaning  assigned  to  it  in  the  Vocational  Rehabilitation 
Act,  except  that  such  services  may  be  limited  in  type,  scope,  or  amount  in  accord- 
ance with  regulations  of  the  Secretary  designed  to  achieve  the  purposes  of  this 
subsection." 


Statement  by  William  J.  Peeples,  M.D.,  Commissioned,  Maryland  Department 
OF  Public  Health,  Baltimore,  Md. 

The  Maryland  Health  Department  has,  for  the  past  20  years,  been  in  the  every- 
day operation  of  administering  and  providing  medical  care  to  the  indigent  and 
medically  indigent  public  under  Maryland's  medical  care  plan.  This  plan  orig- 
inated as  a  result  of  joint  action  between  the  Maryland  Planning  Commission, 
the  Medical  and  Chirurgical  Faculty  of  the  State  of  Maryland  and  the  Maryland 
Department  of  Public  Health. 

The  program  provides  for  inpatient  medical  care  which  is  unlimited  in  terms 
of  hospital  days  and  the  length  of  stay  depends  solely  on  the  medical  and  surgical 
needs  of  the  patient  The  plan  also  provides  for  outpatient  care  in  clinics  of 
recognized  general  hospitals.  The  larger  part  of  the  program,  as  f  ar  as  volume  is 
concerned,  involves  payment  for  services  of  private  physicians,  who  give  indigent 
and  medically  indigent  individuals  care  in  their  own  offices  and  the  patient's 
home.  Drugs,  appliances,  and  other  medical  necessities  are  provided  by  the 
program.  The  program  also  provides  for  dental  work,  prosthesis,  restorative 
types  of  dentistry  and  provision  for  eyeglasses.  In  addition  to  the  program  de- 
scribed, the  State  of  Maryland  operates  extended  aftercare  facilities  in  the  form 
of  rehabilitation,  chronic  disease  hospitals,  and  tuberculosis  hospitals.  The  State 
health  department  will,  in  a  short  while,  begin  paying  for  care  in  nursing  homes 
throughout  Maryland  that  are  licensed  by  this  department.  Funds  provided  to  the 
department  of  welfare  are  transferred  by  contractual  agreement  to  the  depart- 
ment of  public  health  to  provide  support,  along  with  State  funds,  to  the  program. 
This  overall  comprehensive  program  extends  throughout  the  State  of  Maryland 
and  the  city  of  Baltimore. 

H.R.  6675  does  provide  for  the  acute  medical  needs  of  individuals  in  general 
hospitals  and  those  who  need  convalescent  care  in  nursing  homes.  The  bill, 
however,  does  not  provide  for  those  individuals  who  may  need  long-term  hospital 
care  and  extended  periods  of  care  in  nursing  homes  or  other  types  of  aftercare 
facilities.  The  provision  of  the  bill  which  provides  for  240  visits  per  year  from 
organized  home-care  services  is  probably  adequate.  We  feel,  however,  that  the 
individual  who  has,  for  instance,  had  an  automobile  accident  with  severe  skele- 
tal injury,  who  might  be  required  to  remain  in  a  general  hospital  for  several 
months,  would  receive  only  partial  protection  for  this  type  of  long-term  injury 
and  resulting  disability. 

Further,  the  bill  does  not  provide  anything  in  the  way  of  payment  for  medica- 
tion, and  only  under  the  insurance  title  of  the  bill,  is  there  provision  for  the  pay- 
ment of  physicians. 

Under  the  provisions  of  H.R.  6675,  if  an  individual  M^ent  into  a  general  hospital 
to  undergo  surgery  for  a  nonmalignant  tumor  and  remained  for  31  days,  he 
would  incur  estimated  charges  of  $2,375  for  the  cost  of  this  spell  of  illness.  The 
basic  medicare  plan  as  proposed,  would  pay  $1,217  of  this  amount ;  $552  would 
be  paid  by  the  supplementary  plan,  leaving  a  remaining  $606  to  be  paid  by  the 
individual.  In  the  case  of  indigent  and  medically  indigent  persons  receiving 
social  security  benefits  this  would  constitute  a  severe  financial  burden,  in  no 
way  covered  by  the  program.  If  the  above  illness  were  extended  to  3  or  4 
months  of  general  hospital  care,  payments  would  be  beyond  the  means  of  the 
great  majority  since  the  insurance  part  of  H.R.  6675  does  not  pay  for  any  addi- 
tional period  of  general  hospital  care  beyond  the  60-day  provision. 

There  are  several  specifics  that  we  would  like  to  see  changed  or  amended  in 
this  bill.    (1)  The  Secretary  of  the  Department  of  Health,  Education,  and  Wei- 
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fare  is  the  only  individual  mentioned  having  authority  for  the  administration  of 
this  bill.  However,  it  is  left  completely  up  to  the  Secretary  as  to  which  de- 
partment he  will  designate  for  administration  at  the  State  level,  and  possibly  at 
the  Federal  level  for  day-to-day  administration  of  the  provisions  of  this  im- 
portant bill.  We  would  strongly  recommend  that  the  department  of  health  in 
each  State  be  specified  as  the  department  best  qualified  to  administer  said  pro- 
gram in  the  various  States.  We  would  urge  that  such  language  be  inserted 
into  the  bill,  or  if  this  cannot  be  done,  that  the  bill  be  so  amended  as  to  allow 
the  Governor  of  each  State  to  designate  that  department  which  he  believes  best 
equipped  to  administer  the  bill  in  his  own  State. 

(2)  There  is  mention  of  "reasonable  cost  of  services"  in  the  bill.  In  that 
section  pertaining  to  change  in  child  health  laws,  the  bill  would  not  provide  ade- 
quate funds  for  the  payment  of  the  "reasonable  cost  of  services"  as  defined 
elsewhere  to  service  crippled  children.  Unless  the  amounts  of  money  appro- 
priated are  substantially  increased,  the  result  would  be  that  decreased  numbers 
of  handicapped  children  could  receive  necessary  medical  and  surgical  treatment 
services  because  of  increased  payments  required  by  the  bill.  Most  States  have 
negotiated  contracts  with  participating  hospitals  at  far  less  than  the  daily  cost 
of  services  in  that  hospital  for  the  care  of  handicapped  children. 

(3)  There  is  also  a  section  of  this  bill  which  denies  payments  for  physicians' 
services  in  hospitals  such  as  pathologists,  X-ray  specialists,  and  certain  labora- 
tory specialists.  This  is  diametrically  opposed  to  the  usual  practice  of  hospitals 
to  employ  physicians  under  negotiated  contractual  arrangement,  to  perform  this 
type  of  specialized  and  essential  work  in  hospitals.  Certain  of  these  costs 
should  definitely  be  included  in  the  cost  of  hospitalization.  W^e  feel  that  the 
individual  patient  would  not  be  able  to  pay  these  additional  costs  as  well  as  the 
deductibles  already  charged  under  the  provisions  of  the  bill. 

(4)  On  page  125  of  the  bill,  it  is  mentioned  that  by  1970  support  of  certain  sec- 
tain  sections  pertaining  to  welfare  programs  will  be  completely  supported  by 
Federal  and  State  funds.  If  it  is  intended  to  completely  eliminate  local  pay- 
ments for  certain  welfare  services  included  under  the  umbrella  of  this  legislation, 
I  would  recommend  amendment  to  provide  for  local  financial  participation,  giving 
the  State  ample  authority  to  establish  higher  standards  for  the  necessary  wel- 
fare services  to  their  own  citizens. 

Further,  we  believe  that  the  voluntary  supplementary  insurance  plan  in  gen- 
eral provides  better  comprehensive  benefits  than  does  the  plan  for  medical  care 
under  the  social  security  title.  We  would  suggest  that  if  all  individuals  in  the 
United  States  are  ultimately  to  be  covered  by  some  type  of  national  medical 
care  insurance,  that  this  would  be  better  accomplished  through  a  mechanism 
similar  to  that  providing  voluntary  insurance  plan  under  H.R.  6675. 


Statement  of  John  W.  Edelman,  President,  National  Council  of  Senioe 
Citizens,  Inc.,  Washington,  D.C. 

At  the  opening  of  this  statement,  the  National  Council  of  Senior  Citizens  wishes 
to  thank  the  committee  chairman,  Senator  Byrd,  for  his  kindness  in  inviting 
former  Congressman  xAime  J.  Forand,  the  founder  and  president  emeritus  of  our 
organization,  to  be  the  first  public  witness  in  support  of  this  bill  at  these  Senate 
Finance  Committee  hearings. 

The  distinguished  former  legislator  from  Rhode  Island  worked  diligently 
during  his  years  in  Congress  to  enact  a  bill  to  provide  health  care  of  the  aged 
through  the  social  security  system.  And,  when  Aime  Forand  retired  from  Con- 
gress because  of  ill  health,  he  organized  the  National  Council  of  Senior  Citizens 
on  behalf  of  thousands  of  completely  independent,  widely  scattered,  older  people's 
clubs  across  the  Nation.    He  established  a  national  voice  for  them. 

Many  of  these  older  people's  clubs,  and  councils  of  clubs,  supported  Aime 
Forand's  early  struggles  on  behalf  of  the  Forand  hill,  and  they  now  urge  enact- 
ment of  what  has  become  popularly  known  as  "medicare"  but  by  which  we  have 
always  meant  the  provision  of  hospital  insurance  for  the  elderly  financed  under 
social  security.  Your  committee  has  heard  from  the  Council  of  Golden  Ring 
Clubs  of  New  York  which  is  one  of  our  affiliated  organizations.  The  National 
Council  of  Senior  Citizens,  in  4  years,  has  grown  to  represent  more  than  2,000  such 
clubs  with  a  combined  membership  of  over  2  million. 

Under  the  leadership  of  Aime  Forand,  the  National  Council  of  Senior  Citizens 
jumped  into  the  vanguard  of  those  national  groups  which  have  sought  to  shed 
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light — and  not  merely  heat — on  the  desperate  problem  of  providing  health  care 
for  America's  elderly  with  dignity — without  forcing  proud  oldsters  onto  relief 
rolls.  I  am  proud  to  have  been  elected  president  of  the  organization  a  year  ago 
when  Aime  Forand  was  forced  to  retire  from  active  work  with  us — again  because 
of  ill  health. 

Our  club  members  in  all  States  have  helped  the  Members  of  this  Congress  come 
face  to  face  with  the  bitter  facts  concerning  the  desperate  needs  of  our  older 
Americans  and  they  have  acted  always  on  the  principle  that  health  needs  of  the 
aged  affect  the  whole  family  and  the  entire  community. 

Many  thousands  of  our  club  members  have  died  since  August  1961  when  Aime 
Forand  first  raised  the  banner  of  this  organization  to  fight  for  the  kind  of  legis- 
lation which  is  included  in  the  provisions  of  H.R.  6675  which  is  now  before  this 
committee.  Many  more  will  die  before  the  bill — if  it  passes  Congress  as  en- 
visioned— will  go  into  effect  on  July  1,  1966.  They  urge  you  to  pass  this  bill  to 
help  America's  future. 

I  know  of  no  member  of  the  National  Council  of  Senior  Citizens  who  was  not 
thrilled  by  the  action  of  the  U.S.  Senate  in  adding  medicare  provisions  to  the 
House-passed  social  security  amendments  which  came  up  for  consideration  last 
year  and  which,  regrettably,  omitted  this  urgently  needed  program.  Had  agree- 
ment been  reached  in  conference,  this  program  could  have  started  this  summer. 

However,  we  are  tremendously  encouraged  by  the  far-reaching  proposals  for 
improvement  of  the  health  security  of  the  elderly  recently  voted  so  overwhelm- 
ingly in  the  House.  We  know  it  represents  a  victory  for  all  of  America — not  just 
the  aged — ^for  it  will  importantly  benefit  the  economic  security  of  the  younger 
workers  who  were  trying  to  meet  the  problems  of  their  children's  education  while 
trying  to  assist  their  own  aged  parents  to  meet  the  spiraling  costs  of  health  care. 

Before  we  ask  your  special  concern  for  particular  details  of  the  comprehensive, 
far-reaching  measure  which  is  known  as  H.R.  6675,  we  wish  to  express  our  whole- 
hearted support  of  the  general  provisions  of  the  legislation  and  urge  you  to  grant 
it  immediate  favorable  consideration. 

We  are  deeply  gratified  that  its  provisions  for  institutional  care  and  related 
benefits  accept  the  extension  of  the  proven  principle  of  contributory  social  in- 
surance. In  this  respect  America  will  now  be  able  to  catch  up  with  what  the 
industrial  nations  of  Europe  did  for  their  elderly  more  than  50  years  ago.  Health 
care  becomes  a  matter  of  earned  right. 

We  also  support  the  bill's  provisions  to  help  pay  the  costs  of  physicians'  services 
and  which  use  Federal  funds  to  match  premium  contributions  from  the  elderly. 
We  are  grateful  that  this  program  recognizes  it  is  appropriate  to  use  funds  from 
general  revenues  to  help  pay  the  costs  of  health  insurance  without  the  appli- 
cation of  a  means  test. 

The  cash  benefit  increases  in  social  security  recommended  by  this  bill  are 
desperately  needed  by  millions  of  elderly — particularly  by  those  more  than  8 
million  aged  whose  only  means  of  support  comes  from  the  social  security  system. 

But  the  suggested  increase  is  not  enough.  The  recommended  7-percent  raise 
hardly  keeps  pace  with  the  rise  in  living  costs  since  the  last  general  increase  in 
1958,  and  we  believe  that  the  recommendations  of  the  Advisory  Coimcil  on  Social 
Security  for  a  15-percent  benefit  increase  would  permit  the  elderly  to  share  in 
the  advancing  standard  of  the  American  way  of  life — instead  of  dragging 
behind  it. 

Our  aflnliated  groups  in  all  States  have  been  helpful  in  providing  information 
which  has  helloed  us  gage  the  effectiveness  of  the  Kerr-Mills  program  of  medical 
assistance  to  the  aged— and  at  previous  hearings  of  this  committee  and  other 
committees  of  the  Senate  we  have  expressed  our  views  concerning  the  inade- 
quacies of  this  program. 

But  the  health  insurance  programs  of  this  bill  will  relieve  the  particpating 
States  from  the  major  part  of  the  heavy  financial  burden  they  are  now  carrying 
in  their  efforts  to  meet  the  health  costs  of  the  elderly  on  an  assistance  basis. 
We  welcome  the  provisions  of  this  bill  which  would  combine  additional  Federal 
aid  with  the  State  funds  thus  freed,  to  provide  a  more  adequate  MAA  health 
care  program.  However,  we  feel  administrative  responsibility  for  this  program 
might  be  better  in  health  departments  rather  than  in  welfare  agencies. 

However,  this  bill  can  stand  some  improvement  in  two  particular  areas  in  which 
we  feel  very  qualified  to  speak. 

Our  first  concern  is  for  the  removal  of  the  deductible  and  coinsurance  pro- 
visions. At  the  very  time  older  people  retire  and  experience  drastical  reductions 
in  income  they  find  themselves  faced  with  health  care  expenditures  much  greater 
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than  those  confronting  younger  people.  In  fact,  9  out  of  10  of  those  who  reach 
age  65  will  be  hospitalized  at  least  once  (luring  their  remaining  years,  and  most 
of  them  will  go  to  hospital  2  or  more  times. 

But  the  older  people  who  enter  hospitals  are  also  the  ones  who  will  have  large 
other  medical  expenses.  In  1962,  for  example,  medical  care  costs  for  all  aged 
couples  averaged  about  $442 — but  the  medical  expenses  of  those  aged  couples 
with  one  or  both  members  hospitalized  during  the  year  averaged  $1,220. 

Why  then,  must  we  hit  the  aged  who  are  hospitalized — and  who  are  needing 
physicians'  care  the  most — with  these  discriminatory  deductible  and  coinsurance 
charges?  In  the  section  of  the  bill  which  is  social  security  based  there  are 
deductibles  of  .$40  for  the  first  hospital  day  and  .$20  for  diagnostic  services. 
Then,  under  the  voluntary  coverage  for  physicians'  services  there  are  a  $50 
deductible  and  20-percent  coinsurance  provisions.  This  penalizes  the  poorest  of 
the  aged — particularly  those  four  out  of  five  aged  beneficiaries  who  have  been 
found  to  be  dependent  on  social  security  as  their  major  source  of  income  and 
the  one  out  of  two  beneficiaries  for  whom  it  is  the  only  income. 

If  a  sick  elderly  patient  was  treated  by  his  doctor,  later  given  a  diagnostic 
examination  and  finally  removed  to  hospital,  he  would  be  asked  to  pay  $110 
in  deductibles  and  then  additional  unknown  sums  to  meet  the  20  percent  of  the 
physicians'  and  other  services  under  the  voluntary  program.  This  might  be  too 
heavy  a  bm*den. 

The  National  Council  of  Senior  Citizens  is  happy  to  note  the  American  Hospi- 
tal Association  is  on  record  before  this  committee  as  also  being  opposed  to  the 
deductibles  as  confusing  to  old  persons  and  liable  to  deprive  them  of  needed  care. 

It  is  also  probable  that  for  many  of  the  sick  poor  the  State  assistance  pro- 
grams will  need  to  pay  these  deductibles.  A  few  days  less  hospitalization  should 
meet  the  actuarial  requirements  of  deductibles  loss  without  serious  effect. 

The  National  Council  of  Senior  Citizens  also  supports  the  American  Hospital 
Association  in  its  suggestion  that  provisions  for  outpatient  diagnostic  services 
be  expanded  to  cover  accidental  injuries.  Elderly  persons  are  prone  to  falls  and 
other  accidents  which  require  X-ray  or  other  diagnostic  tests. 

Many  of  our  elderly  are  paying  an  increasingly  high  proportion  of  their  meager 
incomes  to  purchase  needed  drugs  which  have  been  prescribed  by  their  doctors 
as  essential  for  maintenance  of  their  health  standards.  Some  way  must  be 
found  to  provide  Federal  assistance  for  doctor's  prescribed  drugs  for  the  aged — 
hopefully  using  generic  or  established  names  for  the  prescriptions  instead  of 
fabulously  high  priced  brand  names. 

We  do  not  believe  that  profitmaking  home  health  agencies  should  be  permitted 
to  qualify  for  payment  under  the  social  security  financed  program  for  this  would 
open  the  door  to  exploitation  of  the  aged  who  are  too  willing  to  sacrifice  service 
and  quality  for  financial  gain.  For  this  reason  we  urge  that  the  provision  limit- 
ing payment  to  nonprofit  agencies  be  restored. 

Our  final  criticism  of  the  social  security  health  care  section  of  the  bill  con- 
I  eerns  the  payment  of  services  for  the  hospital  specialists.  Originally  part  of 
the  King-Anderson  bills  S.  1  and  H.R.  1,  these  fees  have  now  been  switched 
to  the  voluntary  insurance  sector  covering  physicians'  services.  This  reduction 
in  benefits  from  the  original  plan  is  a  serious  matter  to  older  people.  They  would 
be  forced  to  join  the  voluntary  insurance  program  to  get  specialists'  coverage  at 
all — and  then  they  would  be  asked  to  pay  20  percent  of  these  costs  after  a  $50 
deductible. 

We  understand  that  American  Hospital  Association  and  others  have  criticized 
j  the  specialists  omission  on  many  other  grounds — principally  that  it  would  require 
j  disruption  of  medical  care  services  that  have  developed  over  the  years  to  a  high 
■j  degree  of  efiiciency  and  quality  of  care  in  hospitals.  It  would  also  i>erpetuate 
[  and  extend  the  piecework  approach  to  assessing  medical  care  costs — a  decidedly 
]  inflationary  procedure.  Directing  hospitals  to  change  their  systems  is  obviously 
direct  Federal  interference  with  customary  hospital  practice  and  should  be 
avoided — as  should  the  introduction  of  any  new  administrative  procedure  which 
j     would  increase  costs. 

The  National  Council  of  Senior  Citizens  has  had  much  experience  working 
I     with  older  Americans — and  we  must  express  some  concern  for  the  magnitude 
I     of  the  task  which  faces  the  Social  Security  Administration  in  reaching  the 
]     elderly  with  details  of  this  great  legislative  measure  when  it  wins  congressional 
approval, 

I        We  wish  to  remind  this  committee  that  many  of  our  older  citizens  are  con- 
tinually confused  by  Government  communications — all  communications  of  this 
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kind,  no  matter  how  M^ell  they  are  prepared.  Moreover,  this  is  an  extremely 
complicated  piece  of  legislation.  Social  Security  Administration  may  have 
problems  getting  the  elderly  to  sign  and  return  their  papers  signifying  they 
wish  to  authorize  a  deduction  of  $3  per  month  from  their  social  security  checks 
to  pay  their  part  of  the  premiums  for  the  insurance  plan  for  physicians'  services. 

It  is  our  belief  that  much  confusion  could  be  prevented  and  much  Federal 
Government  time,  labor,  and  money  could  be  saved  if  at  least  the  current  social 
security  beneficiaries  could  be  automatically  entered  into  the  physicians  pay- 
ment plan,  provided  that  they  did  not  elect  to  drop  out  of  the  plan  by  March  31, 
1966 — the  final  date  for  acceptance. 

Admittedly  the  Social  Security  Administration  will  still  need  to  locate  and 
contact  the  elderly  who  are  not  on  social  security  rolls  to  make  arrangements 
for  their  voluntary  participation  and  set  up  billing  procedures— but  this  is  a 
much  lesser  task. 

The  bill  is  a  legislative  milestone — and  its  imperfections  can  be  further  reme- 
died by  approaches  of  reason  and  good  will  whenever  the  hierarchy  of  the 
American  Medical  Association  will  cease  its  senseless  opposition. 

We  urge  that  the  Senate  Finance  Committee  speedily  report  this  bill  favorably 
with  the  improvements  we  have  suggested  to  make  it  immediately  one  of  the 
greatest  social  boons  of  the  century. 


Statement  of  the  American  Public  Health  Association,  Submitted  by 
N.  J.  Swearingen,  Director,  Washington  Office 

The  American  Public  Health  Association,  representing  the  professional  workers 
who  provide  leadership  and  day-to-day  services  in  public  health  programs  across 
the  Nation,  enthusiastically  supports  the  enactment  of  H.R.  6675.  Since  1958  our 
association  has  urged  and  supported  attempts  to  provide  for  adequate  health 
services  to  the  aged  and  to  other  elements  of  our  population  with  special  health 
needs. 

We  congratulate  this  Congress  on  its  responsiveness  to  a  growing  countrywide 
awareness  of  these  national  needs. 

The  competence,  experience,  and  dedicated  interest  of  our  physician,  dentist, 
nurse,  scientist,  and  medical  care  administrator  members  in  the  welfare  of  our 
sick  and  disabled  citizens  qualifies  us,  we  helieve,  to  speak  with  authority  regard- 
ing practical  considerations  in  making  this  legislation  work. 

Volumes  have  been  spoken  and  written  over  the  past  two  decades  on  this 
problem.  The  paramount  point,  however,  is  that  this  must  be  a  program  good 
for  people.  Such  assurance  is  not  now  contained  in  this  bill.  We  have  for  years 
supported  the  concept  of  paid-up  insurance  to  cover  the  health  needs  of  the 
elderly.  H.R.  6675  is  intended  to  do  this.  Unfortunately,  the  motive  and  intent 
of  the  bill  outshine  the  bill  itself,  which  seems  preoccupied  with  financing  and 
quantity  of  services  rather  than  with  any  assurance  that  the  long  neglected 
health  needs  of  these  groups  will  be  met  with  high  quality  services. 

It  is  a  simple  but  annoying  fact  of  life  that  the  costs  of  health  care  almost  defy 
budgeting.  It  is  not  diflBicult  to  plan  for  food,  clothing  and  shelter,  but  it  is 
impossible  to  foresee  all  eventualities  in  relation  to  illness  and  its  medical  costs. 

This  legislation  or  any  other  action  taken  by  Government  must  in  no  way 
impede  progress  toward  better  medical  care.  We  agree  with  the  espoused  prin- 
ciple that  this  bill  should  in  no  way  supervise  or  control  the  practice  of  medicine 
or  the  manner  in  which  medical  services  are  provided.  But  every  effort  must  be 
made  to  guard  against  creating  a  static  situation  or  perpetuating  and  vastly 
extending  unsatisfactory  methods  of  providing  care.  Naturally,  this  legislation 
ought  to  allow  room  for  innovation,  for  encouraging  the  improvement  of  medical 
care  under  our  existing  system  of  private  medical  practice.  Additionally,  full 
utilization  of  existing  competencies  and  skills  should  not  only  be  encouraged  but 
guaranteed  in  order  that  the  best  of  medicine  be  forthcoming. 

Good  quality  health  care  is  specific ;  it  is  tangible ;  it  is  obtainable — but  it  does 
not  just  happen.  Although  most  persons  can  adequately  judge  for  themselves  the 
value  of  goods  and  services  used  in  everyday  living,  the  quality  of  health  care  is, 
by  its  nature  and  sophistication,  vastly  more  difficult  to  evaluate  even  by  profes- 
sionals trained  and  skilled  in  the  science  and  art.  Safeguarding  the  quality  of 
care  to  be  given  to  the  elderly,  to  the  recipients  of  welfare  medical  care  services, 
to  children,  to  all  of  the  millions  who  are  to  be  covered  under  this  bill  is  equally 
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important  with  assuring  these  persons  care  of  some  kind — be  it  good,  bad,  or  in- 
different. This  can  be  achieved  by  due  regard  to  a  few  practical  assurances  of 
sound  administration  of  these  benefits. 

We  propose  three  simple  amendments  to  H.R.  6675  which  are  essential  to  im- 
prove the  quality  of  services  to  be  authorized  by  this  legislation : 

1.  Part  A  of  the  bill  should  be  amended  so  that  the  services  provided  by  as- 
sociated specialists — radiologists,  anesthesiologists,  pathologists,  and  physiat- 
rists — be  restored  as  was  proposed  in  S.  1. 

2.  Part  B  should  assure  full-service  benefits,  guaranteeing  no  additional  charge 
to  patients  for  services  rendered,  and  arrangements  made  so  that  other  than 
fee-for-service  plans  would  be  eligible  for  inclusion. 

3.  The  bill  should  be  amended  appropriately  so  that  the  skills  and  compe- 
tencies of  State  and  local  health  departments  will  be  utilized  to  the  maximum 
degree  feasible.  This  will  insure  that  the  quality  of  health  care  provided  can 
be  continuously  reviewed  and  improved,  rather  than  resulting  in  the  develop- 
ment of  a  vast,  expensive  parallel  which  would  only  duplicate  an  existing  health 
structure  in  government. 

With  respect  to  recommendation  No.  1,  we  believe  it  would  be  a  long  step 
backward  and  a  clear  disruption  of  an  accepted  manner  of  providing  health  carr 
to  require  that  the  services  of  the  hospital-associated  specialists  be  excluded 
from  the  hospital  insurance  program.  This  bill  should  not  determine  the  ad- 
ministrative relationships  between  hospitals  and  physicians.  Sufiicient  latitude 
for  continuation  of  relationships  of  proved  effectiveness  and  imaginative  new 
arrangements  in  relation  to  these  and  other  specialties  should  be  encouraged 
so  that  continued  improvement  be  possible.  We  join  Secretary  Celebrezze,  the 
American  Hospital  Association,  the  AFL-CIO,  and  others  in  urging  a  return 
to  this  sound  concept. 

With  respect  to  recommendation  No.  2,  we  strongly  urge  protection  against 
an  additional  charge  to  patients  for  medical  services.  This  practice,  not  un- 
known with  existing  insurance  programs,  would  defeat  the  highest  intent  of  the 
bill.  In  addition,  it  is  essential  to  amend  the  present  provisions  under  part  B 
so  that  coverage  for  health  services  on  other  than  a  fee-for-service  basis  will  be 
possible.  The  provision  of  the  bill  that  payment  be  based  on  a  receipted  bill 
or  on  the  basis  of  assignment  would  exclude  group  health  plans  operating  on  a 
capitation  payment  basis  which  have  been  responsible  for  many  of  the  outstand- 
ing improvements  in  the  quality  of  American  medical  service.  Amendment  of 
this  provision  so  that  such  groups  would  be  included  would  protect  advances 
made  in  our  systems  of  delivering  medical  care  rather  than  set  back  the  clock. 

With  respect  to  recommendation  No.  3,  it  is  essential,  if  there  is  to  be  quality 
control  of  the  services  authorized  by  this  legislation,  that  these  nevv'  health 
benefits  be  directed  by  agencies  with  appropriate  health  and  medical  exi3erience. 
It  is  imperative  to  remember  that,  in  the  main,  H.R.  6675  authorizes  only  payment 
for  medical  services.  It  should  be  axiomatic  that  medical  services  be  adminis- 
tered by  a  medically  competent  agency.  We  recommend  as  strongly  as  we  can 
that  appropriate  provision  be  made  to  mandate  utilization  of  existing  health 
agency  skills.  Provisions  should  also  be  added  to  the  bill  to  assist  State  and 
local  health  departments  to  improve  these  competencies  where  they  do  not  now 
exist  in  the  necessary  degree. 

The  successes  of  health  agencies  in  controlling  disease,  improving  health,  and 
extending  our  life  span  are  almost  unparalleled  in  recent  history  of  public  serv- 
ice. These  successful  experiences,  in  both  the  preventive  and  administrative 
fields,  should  provide  the  base  for  these  proposed  expansions  and  related  health 
services. 

In  addition  to  these  three  points  of  paramount  importance,  there  are  several 
other  changes  which  would  materially  improve  the  bill. 

We  recommend  inserting  in  H.R.  6675  that  portion  of  the  Kerr-Mills  Act 
which  directs  the  Secretary,  HEW,  to  establish  standards  for  medical  services, 
and  further  that  the  Secretary  specifically  delegate  to  the  Public  Health  Service 
and  to  the  Children's  Bureau  responsibility  to  establish  minimum  Federal 
standards.    Both  have  had  long  experience  in  setting  high  medical  standards. 

Section  1902(a)(5)  should  be  amended  so  that  the  State  agency  which  ad- 
ministers, or  supervises  the  administration  of,  medical  assistance  shall  be  the 
State  health  agency;  and  the  local  health  authority  or  other  appropriate  local 
agency  currently  administering  maternal  and  child  health  services  administer 
medical  assistance  in  such  subdivision.  This  authority  should  apply  to  profes- 
sional medical  activities;  for  equally  cogent  reasons,  the  responsibilitv  for 
certifying  eligibility  should  belong  to  the  welfare  agency. 
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Section  lS64(a)  should  be  amended  so  that  the  State  health  agency,  where  able 
and  willing,  be  contracted  with  by  the  Secretary  to  (1)  certify  hospitals,  ex- 
tended care  facilities,  and  home  health  agencies  which  meet  the  criteria  estab- 
lished for  such  agencies;  (2)  provide  consultative  services  to  institutions  or 
agencies  to  assist  them  to  qualify  as  hospitals,  extended  care  facilities,  or  home 
health  agencies;  (3)  provide  consultative  services  to  institutions,  agencies,  or 
organizations  to  assist  in  the  establishment  of  utilization  review  procedures 
which  are  required  by  section  1861  (k)  ;  and  (4)  evaluate  their  effectiveness. 
These  activities  require  professional  training  and  experience  and  therefore 
should  be  delegated  to  the  State  health  agency. 

It  is  essential  that  standards  be  established  and  protected  in  all  portions  of 
the  bill  which  relate  to  medical  services,  including  parts  A  and  B,  the  medical 
assistance  portion,  and  the  maternal  and  child  health  and  crippled  children's 
portions.  There  must  be  available  to  the  Secretary  authority  to  set  and  enforce 
standards  applicable  to  personnel,  institutions,  and  facilities,  including  labora- 
tories. There  should  be  provision  for  the  audit  of  services  given  as  well  as  the 
quality  of  institutional  care.  Adequate  authority  for  the  Secretary  does  not 
now  exist,  especially  in  part  B,  and  only  appropriate  amendment,  as  indicated 
above,  will  safeguard  and  protect  recipients. 

There  should  also  be  provision  enabling  a  State  to  set  standards  higher  than 
the  minimum  called  for  in  this  legislation.  This  applies  particularly  to  the  ac- 
creditation of  hospitals.  As  written,  the  bill's  language  means  that  the  Joint 
Commission  on  Accreditation  of  Hospitals — a  voluntary  organization  not  subject 
to  the  control  of  the  Secretary,  HEW,  to  whom  this  responsibility  is  delegated — 
is  in  effect  setting  maximum  standards  for  certification.  We  believe  this  lan- 
guage should  be  amended  to  encourage  higher  standards  of  quality  care. 

Services  mandated  under  the  medical  assistance  program  should  be  carefully 
reviewed  for  their  pertinency.  The  five  services  listed  are  not  appropriate  in 
all  instances,  and  we  recommend  that  some  flexibility  be  allowed  to  make  these 
more  responsive,  specifically  to  the  needs  of  children. 

We  have  reservations  as  to  the  necessity  for  the  3-day  hospitalization  require- 
ment prior  to  care  by  a  nursing  home  or  home  health  agency.  We  recommend 
that  the  operation  of  this  aspect  of  the  program  be  watched  carefully  and  then 
evaluated  to  see  if  change  is  indicated. 

In  the  definition  of  a  "carrier"  (section  1842),  there  should  be  inserted  pro- 
vision which  would  allow  the  State  health  care  agency,  responsible  for  coordi- 
nating all  State  health  programs,  to  be  listed  as  one  of  those  entities  who  could 
serve  as  the  carrier. 

It  must  be  pointed  out  to  the  committee  that  the  amendments  proposed  to  the 
maternal  and  child  health  and  crippled  children's  services  include  payment  of 
"reasonable  cost"  for  inpatient  hospital  care.  We  take  no  exception  to  this  pro- 
vision except  to  ix)int  out  that  unless  the  ceilings  on  annual  appropriations  are 
increased  suflaciently,  the  effect  of  this  change  will  be  an  increased  unit  cost  for 
care  per  child  and  fewer  children  can  be  cared  for  than  at  present.  In  every 
instance  where  medical  services  are  to  be  provided  for  children,  the  administra- 
tion of  these  programs  should  be  assigned  to  the  Children's  Bureau. 

The  APHA  has  one  overpowering  interest  in  testifying  on  this  bill :  To  make 
certain  that  this  legislation  shall  provide  really  good  health  and  medical  serv- 
ices to  the  millions  of  Americans  newly  aided  by  the  legislation.  This  is  no  time 
to  "freeze  in"  imsatisfactory  patterns  of  medical  care,  such  as  the  obsolete  and 
discredited  caliber  of  services  frequently  offered  in  the  past  to  the  indigent,  to 
say  nothing  of  extending  them  to  new  millions  of  deserving  and  expectant  citi- 
zens who  have  sought  so  long  for  so  little.  Rather,  it  can  only  be  consonant  with 
the  vision  of  a  new  Great  Society  that  we  offer  to  these  respected  and  respectable 
elders  and  to  the  children  who  will  determine  tomorrow's  national  productivity, 
the  best  quality  of  health  care  which  our  science  and  technology  new  makes  pos- 
sible. We  are  sure  that  this  committee  and  the  Congress  share  our  objective  and 
we  hope  these  suggestions  will  be  helpful  in  attaining  our  mutual  goal. 


New  York,  N.Y.,  May  10, 1965. 

Senator  Harry  F.  Byrd, 

Chairman,  Senate  Committee  on  Finance, 

U.S.  Senate,  WasMngton,  D.C.: 

The  National  Association  for  Mental  Health,  by  reason  of  Its  primary  concern 
for  better  care  and  treatment  of  the  mentally  ill,  has  examined  the  proposed 
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Social  Security  Amendments  of  1965  contained  in  H.R.  6075  as  passed  by  tlie 
House. 

AVe  note  tliat  tliis  bill  in  providing  for  improved  medical  care  for  the  elderly, 
continues  to  discriminate  against  the  mentally  ill,  we  feel  that  mental  illness  can 
and  should  be  covered  on  much  the  same  basis  as  physical  illness,  and  we  there- 
fore urge  that  all  discrimination  against  the  mentally  ill  be  eliminated  from  this 
measure. 

We  support  the  proposals  for  improved  health  care  for  low-income  and  pre- 
school children  through  special  project  grants,  as  provided  in  the  child  health 
amendments ;  and  the  removal  of  limitations  on  Federal  participation  in  public 
assistance  to  aged  individuals  in  mental  institutions,  as  provided  in  the  public 
assistance  amendments. 

Philip  E.  Ryan, 
Executive  Director,  National  Association  for  Mental  Health. 


Statement  of  the  National  Association  of  Social  Workers 

Mr.  Chairman  and  members  of  the  committee,  my  name  is  Rudolph  T. 
Danstedt,  director  of  the  Washington  office  of  the  National  Association  of 
Social  Workers. 

The  association  which  I  represent  has  45,000  members  employed  in  public  and 
private  health,  welfare,  and  recreational  organizations.  A  substantial  number 
of  these  members  are  employed  in  health  programs  as  psychiatric  and  medical 
social  workers  and  in  various  phases  of  planning  and  administration  of  health 
agencies  including  purchasers  of  health  care  such  as  welfare  departments  and 
labor  unions. 

This  statement  is  based  upon  policy  positions  in  health,  social  insurance,  and 
public  welfare  formulated  at  the  biennial  delegate  assemblies  of  our  association. 

The  history  of  our  support  for  health  care  benefits  financed  through  contribu- 
tory social  insurance  dates  back  to  at  least  the  time  of  the  comprehensive  pro- 
posals made  by  Senators  Murray  and  Wagner  and  Congressman  Dingell.  We 
welcome  this  opportunity  to  pay  tribute  to  these  great  legisaltors  who  almost  a 
generation  ago  recognized  that  the  social  need  for  a  system  of  health  insurance 
was  of  equal  importance  with  the  system  of  old-age  and  survivor's  benefits.  We 
pay  tribute,  also,  to  Congressman  Aimee  Forand  for  his  pioneering  efforts  in  this 
area  and  to  Senator  Clinton  Anderson  and  Congressman  Cecil  King  for  their 
persistent  efforts  to  protect  older  people  against  the  costs  of  hospital  care. 

Our  association  enthusiastically  supports  H.R.  6675  now  before  you  because 
it  ingeniously  and  effectively  develops  a  system  of  comprehensive  health  care 
for  the  aged  going  beyond  the  essentially  institutional  care  provisions  of  the 
administration's  original  recommendations  as  presented  in  S.  1.  We  were  con- 
cerned as  were  many  groups  that  S.  1  with  its  focus  on  hospital  care  would  prove 
to  be  too  limited  excluding  as  it  did  payment  for  physician's  services. 

The  fact  that  H.R.  6675  passed  the  House  of  Representatives  with  a  large 
margin  indicates  that  we  are  now  willing  to  accept  as  a  matter  of  public  policy 
that,  only  through  Federal  leadership  and  the  instrumentality  of  the  social  in- 
surance system  complemented  by  payments  from  general  revenues  can  we  assure 
an  adequate  system  of  health  care  for  the  aged.  We  cannot  leave  the  provision 
for  such  care  up  to  the  50  States,  deductibility  features  under  the  income  tax 
or  combinations  of  private  insurance  carriers. 

Although  we  shall  make  several  comments  and  observations  with  respect  to 
various  titles  of  the  bill,  these  are  presented  as  constructive  criticism  and  do  not 
qualify  our  support  of  this  legislation. 

title  I,  HEALTH  INSURANCE  FOR  THE  AGED 

A  Basic  liospital  plan 
Coverage  of  specialist  services 

We  urge  that  the  original  provisions  of  S.  1  to  include  coverage  for  the  services 
of  pathologists,  radiologists,  physiatrists,  and  anesthesiologists  under  the  basic 
inhospital  service  be  restored  to  this  part  of  title  I  of  H.R.  6675.  Such  services 
are  the  normal  expectation  of  most  patients  with  respect  to  hospital  care  and  to 
transfer  them  to  another  payment  arrangement  would  not  only  prove  disturbing 
to  many  elderly  persons  but  also  much  more  expensive  to  the  older  person 
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because  of  the  deductible  and  copay  features  of  the  voluntary  supplementary 
plan. 

Elimination  of  deducUMes 

We  suggest  the  elimination  of  the  $40  deductible  for  inpatient  care  and  the 
$20  deductible  for  outpatient  diagnostic  services.  We  are  concerned  that  such 
deductibles  may  stand  in  the  way  of  elderly  persons  with  low-income  seeking 
meidcal  care  and  so  interfere  with  early  preventive  care. 

Medical  social  services 

We  commend  the  inclusion  of  medical  social  services  in  the  hospital  inpatient, 
extended  care  facilities  and  home  health  services  programs.  Such  medical  social 
services  occupy  a  key  role  in  planning  for  medical  care  and  can  contribute  signifi- 
cantly to  reduction  of  length  of  stay  by  balancing  health  planning  within  and 
without  the  hospital. 

B.  Voluntary  supplementary  plan 
Elimination  of  deductibles 

We  urge,  as  we  do  with  respect  to  the  basic  plan,  the  elimination  of  the  $50 
deductible. 

Importance  of  group  practice  plans 

Although  we  understand  that  the  legislation  permits  the  arrangement  of  nego- 
tiations with  group  practice  plans  which  now  provide  prepaid  medical  care  to 
several  million  enrollees,  we  believe  it  is  important  that  the  legislative  intent 
of  including  such  plans  be  made  fully  clear.  Such  plans  provide  significant 
demonstrations  in  consumer-physician  approaches  to  obtaining  a  high  level  of 
medical  care  and  must  be  encouraged  and  supported. 

Inclusion  of  recipients  of  puMic  assistance  in  plan 

We  endorse  strongly  the  provision  that  States  can  purchase  into  the  voluntary 
supplementary  plan  for  their  assistance  recipients  thus  affording  these  recipients 
access  to  medical  services  under  the  same  terms  as  the  insurance  protected  older 
persons. 

PROPOSED  TITLE  XIX  OF  SOCIAL  SECURITY  ACT — EXPANDED  KERR-MILLS  MEDICAL  CARE 

PROGRAM 

We  support  generally  this  proposal  as  an  important  and  necessary  method  to 
make  more  adequate  medical  care  available  particularly  to  children  in  needy 
families. 

We  commend  particularly  the  elimination  of  residence  requirements,  and  the 
limiting  of  support  responsibility  to  that  of  spouse  or  child  under  21. 

Extending  eligihility  to  all  medically  indigent  families  with  children 

Since  medical  care  will  only  be  provided  to  children  under  the  eligibility  terms 

of  the  State  law  with  respect  to  ADFC,  we  are  concerned  that  thousands  of 

medically  indigent  families  and  children  will  be  denied  medical  assistance  because 

of  State  limitations  on  eligibility  for  AFDG. 

Since  this  is  a  medical  care  program,  we  believe  that  children  in  need  of 

medical  care  should  be  provided  such  help  even  though  such  children  are  not 

eligible  for  financial  assistance  under  the  State's  laws. 

Assuring  quality  of  medical  care 

This  ex;panded  Kerr-Mills  program  will  suffer  from  the  same  unevenness  of 
scope  of  benefits  and  adequacy  of  health  services  now  so  characteristic  of  Kerr- 
Mills  in  the  over  45  States  in  which  it  is  in  effect. 

It  is  important,  therefore,  that  the  legislation  and  its  legislative  history  record 
the  importance  of  providing  a  high  quality  of  medical  care  to  these  particularly 
disadvantaged  children.  Assuring  preventative  and  curative  medical  care  to 
children  in  low  income  families  is  a  basic  investment  and  key  element  in  the 
opportunities  emphasis  of  the  Economic  Opportunity  Act.  The  Department  of 
Health,  Education,  and  Welfare  have  authority  in  approving  State  plans  to 
impose  standards  for  medical  care  which  States  must  meet. 

CHILD  HEALTH  CARE  PROGRAM  AMENDMENTS 

Endorsed  is  the  bill's  proposal  to  increase  the  authorizations  for  the  programs 
of  maternal  and  child  health  and  crippled  children's  services  under  title  V  of 
the  Social  Security  Act  to  $60  million  by  1970. 
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Endorsed  further  are  the  authorizations  for  new  programs  for  training  of 
personnel  to  serve  crippled  children  and  to  provide  health  care  for  needy  children 
and  to  extend  the  authorization  for  mental  retardation  planning  for  another  2 
years. 

PUBLIC  ASSISTANCE  AMENDMENTS — INCREASE  IN  PAYMENTS 

Inadequacy  of  AFDC  payments — Need  for  an  incorne  floor 

We  support  the  proposals  to  increase  the  average  monthly  payments  for  the 
adult  titles  by  $2.50  and  for  the  AFDC  title  by  $1.2.5.  However,  these  increases, 
particularly  for  AFDC,  will  not  correct  the  gross  inequities  among  States  in 
AFDC  ranging  from  $9.50  to  $48  per  recipient  per  month.  Our  association  holds 
that  these  inequities  cannot  be  corrected  until  by  Federal  policy  a  minimum 
income  floor  for  assistance  affording  decency  and  dignity  is  established. 

OLD-AGE,  SURVIVORS  AND  DISABILITY  INSURANCE  AMENDMENTS 

Cash  benefit  increase  supported  dut  increase  insufficient 

The  7  percent  increase  in  cash  benefits  with  a  minimum  $4  monthly  increase — 
the  first  increase  in  benefits  since  1958 — is  badly  needed.  Even  under  this  in- 
crease, however,  the  majority  of  elderly  couples  will  draw  substantially  less  than 
the  poverty  floor  of  $3,000  a  year. 

It  has  been  estimated  that  to  bring  the  average  retired  couple  up  to  $250  a 
month,  the  increase  in  benefits  would  need  to  be  15  percent. 

Substantial  increase  in  tax  dase  and  governmental  contribution  required  for 
more  adequate  payments 
Our  association  believes  that  we  are  facing  now  the  need  for  a  substantial 
taxpayment  to  the  OASI  Trust  Fund  in  order  to  provide  more  adequate  retire- 
ment levels  to  the  already  retired  without  imposing  a  substantial  increase  in  tax 
rates  on  the  currently  employed.  To  provide  a  retirement  level  in  the  future 
reflecting  the  advancing  standard  of  living,  a  tax  base  in  the  order  of  $13,000 
would  be  needed.  The  recent  report  of  the  Advisory  Council  on  Social  Security 
indicated  that  such  a  tax  base  would  be  required  if  the  proportion  of  taxable 
wages  to  wages  earned  was  to  be  restored  to  somewhere  near  the  situation  in  the 
early  days  of  the  social  security  program. 

Extension  of  coverage  for  child  and  liberalization  of  eligibility  for  disability 
insurance 

Proposals  to  provide  survivors  benefits  to  children  until  age  22  while  in  school 
and  to  permit  entitlement  to  disability  insurance  at  the  end  of  6  months  of  total 
disability  are  endorsed  by  our  association. 

Conclusion 

Our  association  considers  H.R.  6675 — imaginative  and  highly  significant  legis- 
lation. For  our  older  citizens  it  is  a  basic  implement  in  the  war  against  the 
condition  of  poverty  in  which  too  many  old  people  find  themselves. 

The  members  of  our  association  have  urged  the  need  for  this  legislation  for 
many  years.  We  are  prepared  in  our  various  capacities  to  lend  our  efforts  to  the 
successful  administration  of  the  programs  and  benefits  this  bill  proposes. 


Congress  of  the  United  States, 

House  of  Representatives, 
Washington,  D.C.,  May  7, 1965. 

Hon.  Harry  Byrd, 

Chairman,  Senate  Finance  Committee, 
U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  I  respectfully  request  that  the  Senate  Finance  Com- 
mittee give  serious  consideration  to  a  bill  introduced  in  the  Senate  by  the  Hon- 
orable Vance  Haitke,  which  is  identical  to  a  House  bill  which  I  and  many  of 
my  colleagues  in  the  House  introduced  there  to  help  America's  senior  citizens 
by  amnding  the  Social  Security  Act  to  pemiit  elderly  widows  and  widowers  to 
remarry  without  suffering  the  loss  or  dimunition  of  their  social  security  benefits, 
as  is  the  case  at  present. 
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The  so-called  medicare  bill  was  reported  by  the  House  Ways  and  Means  Com- 
mittee and  passed  by  the  House  without  this  proposed  provision  being  incorpo- 
rated, and  I  am  hopeful  that  the  Senate  Finance  Committee  will  see  fit  to 
incorx)orate  it  in  the  version  of  the  medicare  bill  which  you  will  send  to  the 
Senate  floor. 

Under  present  law,  a  widow  or  widower  who  remarries  is  no  longer  entitled 
to  the  benefits  previously  enjoyed  as  the  surviving  spouse  of  the  deceased  person 
covered  by  social  security,  and  takes  only  such  benefits  as  would  derive  from 
the  new  spouse. 

This  generally  means  a  very  substantial  reduction  in  the  social  security  pay- 
ments of  the  widow  or  widower  remarrying.  Forcing  the  two  si)Ouses  to  live 
upon  total  i)ension  benefits  very  substantially  less  than  the  spouses  would  have 
received  individually  without  remarriage  prevents  them  from  enjoying  compan- 
ionship in  their  latter  years,  and/or  forces  them  to  share  their  lives  with  a 
companion  out  of  wedlock. 

Last  year.  2,158,912  widows  and  widowers  over  age  62  drew  social  security 
benefits  in  the  United  States,  but  only  6,000  of  these  millions  remarried.  This 
was  not  because  they'd  lost  interest  or  couldn't  find  a  mate,  but  because  of 
monetary  considerations.  The  average  income  for  widowed  persons  was  $67.85 
a  month,  or  $2.26  a  day,  according  to  social  security  records.  When  a  widow 
remarries,  she  loses  between  $20  and  $30  a  month  on  an  average.  That  means 
her  $2.26  a  day  is  cut  nearly  in  half. 

From  what's  left,  she  must  help  her  new  husband,  also  on  pension,  pay  for 
rent,  food,  medicine,  transportation,  utility  bills,  and  clothing,  to  say  nothing  of 
insurance,  hospital  bills,  and  such  luxuries  as  a  movie  or  other  entertainment. 

There  is  no  significant  help  in  the  new  antipoverty  legislation  for  poor  people 
if  they  are  old.  But  a  recently  issued  social  security  bulletin  noted  that  "every 
second  person  living  alone  and  classified  as  poor  in  the  United  States  is  aged 
65  or  over." 

With  an  ever-increasing  influx  of  retired  senior  citizens  making  their  perma- 
nent homes  in  New  Jersey's  Second  District,  which  I  have  the  honor  to  represent, 
I  feel  passage  of  the  legislation  I  am  supporting  here  will  be  of  high  importance 
to  the  individuals  involved  and  to  the  economy  of  my  district.  Therefore,  I 
respectfully  request  that  every  consideration  be  given  this  proposed  legislation. 

Thanking  you,  I  am, 
Sincerely  yours, 

Thomas  C.  McGrath,  Jr. 

U.S.  Senate, 
Committee  on  Appropriations, 

Washington,  D.G.,  May  4, 1965. 

Hon.  Harry  Btrd, 

Chairman,  Committee  on  Finance, 

U.S.  Senate,  Washington,  D.C. 

Dear  Mr.  Chairman  :  Section  308  of  H.R.  6675  relates  to  wives'  and  widows' 
benefits  for  divorced  women.  Under  the  language  of  the  bill  as  it  passed  the 
House,  a  divorced  woman  must  meet  one  of  the  follow^ing  three  qualifications, 
in  addition  to  others,  if  she  is  to  receive  wife's  or  widow's  benefits : 

1.  She  was  receiving  one-half  of  her  support  from  her  former  husband,  or 

2.  She  was  receiving  substantial  contributions  from  him  pui-suant  to  a 
written  agreement,  or 

3.  A  court  order  for  substantial  contributions  was  in  effect. 

Under  Texas  law  there  is  no  provision  for  permanent  alimony  (article  4637 
Vernon's  Texas  Stat.).  There  is  a  provision  for  the  support  of  children  until 
they  reach  the  age  of  18  (article  4639a,  Vernon's  Supp.).  Further,  the  court 
may  make  a  division  of  the  existing  property  in  such  a  way  as  seems  to  it  just 
and  right,  having  due  regard  to  the  rights  of  each  party  and  the  children  (article 
4639a,  Vernon's  Supp. ) ,  but  there  is  no  authorization  under  Texas  law  for  con- 
tinuing support  to  a  divorced  wife  by  her  former  husband. 

Members  of  my  staff  have  discussed  this  situation  with  Evelyn  Keenan  of  the 
Social  Security  Administration,  and  she  has  advised  them  that  legal  experts  of 
the  Social  Security  Administration  do  not  believe  that  the  present  language  of 
H.R.  6675  would  cover  the  typical  case  in  Texas,  which  would  be  a  division  of 
the  estate,  rather  than  some  form  of  continuing  payment. 

It  is  an  unusual  man  who  would  make  continuing  payments  to  his  former  wife 
when  he  is  not  compelled  to  do  so  by  law.    Therefore,  cases  which  would  satisfy 
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the  present  criteria  of  H.R.  6675  would  be  almost  nonexistent  in  Texas  and  in 
any  other  States  not  having  alimony  provisions. 

I  feel  that  it  would  be  most  unjust  to  say  to  women  who  have  come  under  the 
effect  of  a  perhaps  unwise  State  law,  "Because  you  have  been  denied  adequate 
support  by  State  law,  you  must  also  be  denied  adequate  support  in  your  retire- 
ment years  by  the  Federal  law." 

With  the  intention  of  affording  substantially  equal  treatment  in  all  States,  I 
suggejst  the  following  additional  language  on  page  205,  line  14;  page  209,  line 
10  ;  and  page  213,  line  15,  of  H.R.  6675  : 

After  "individual,"  change  dash  to  comma  and  insert : 

"or,  in  States  in  which  continuing  support  is  not  available  under  law,  there 
was  in  effect  a  court  order  dividing  property  or  other  action  equivalent  to  a 
finding  of  an  <^  bligation  of  continuing  support,  as  determined  under  regulations 
prescribed  by  the  Secretary  to  assure  uniformity  of  treatment  of  individuals 
within  the  several  States." 

I  am  not  wedded  to  this  particular  wording.  The  intent  of  the  language  is 
what  most  concerns  me,  viz,  that  coverage  not  be  unintentionally  subverted  by  an 
unfortunate  feature  of  a  particular  State  law,  but  that  coverage  be  substantially 
equal  in  all  States. 

With  kindest  personal  regards. 
Sincerely  yours, 

Ralph  W.  Yaeboeough. 


The  Court  of  Common  Pleas, 

County  of  Defiance. 
Defiance,  Ohio,  May  7, 1965. 

Hon.  Hiram  L.  Fong, 
V.S.  Senate, 
Washington,  B.C. 

Dear  Senator  Fong:  In  the  April  30  issue  of  the  Congressional  Record  I 
observed  where  you  introduced  two  amendments  to  H.R.  6675,  Social  Security 
Act  Amendments  of  1965,  on  which  the  Senate  Finance  Committee  has  just 
begun  hearings. 

I  wish  to  submit  a  situation  where  I  feel  your  amendments  would  be  most 
helpful.  My  nephew,  Ronnie  Batt,  of  Defiance,  Ohio,  is  21  years  of  age,  married, 
and  has  one  son.  To  date  he  has  had  four  open-heart  surgeries  at  St.  Vincent's 
Charity  Hospital,  Cleveland,  Ohio.  He  is  scheduled  to  return  on  May  12,  of  this 
year,  for  a  fifth  open-heart  surgery.  In  view  of  the  great  cost  involved  it  is 
questionable  whether  he  knows  of  the  total  amount  of  his  indebtedness  at  this 
time.  It  is  not  at  all  improbable  that  his  condition  was  aggravated  by  his 
attempts  to  return  to  work.  At  his  age  he  cannot  meet  the  requirements  for 
social  security  benefits  because  of  his  limited  period  of  employment. 

I  want  to  express  my  appreciation  of  your  efforts  and  only  hope  that  you  will 
be  successful  in  having  your  amendment  adopted. 
Very  truly  yours, 

Dan  Batt,  Judge. 


Smith  Kline  &  French  Laboratories, 

Philadelphia,  Pa.,  May  IS,  1965. 

Hon.  Harry  F,  Byrd, 
U.S.  Senate, 
Washington,  B.C. 

Dear  Senator  Byrd  :  As  a  manufacturer  of  prescription  drug  products,  we 
are  concerned  about  the  drug  provisions  in  H.R.  6675  as  passed  by  the  House, 
We  believe  that  the  language  used  to  define  drugs  in  subsection  1861  (t)  is  too 
narrow  and  will  unwisely  restrict  the  physician  in  his  choice  of  medicines. 

H.R.  6675  provides  that  payment  for  drugs  and  biologicals  administered  to 
medicare  beneficiai-ies  is  to  be  limited  to  : 

A.  Drugs  and  biologicals  listed  in  four  publications ;  namely,  in  the 
"United  States  Pharmacopeia,"  "National  Formulary,"  the  American  Medi- 
cal Association's  "New  Drugs."  and  in  "Accepted  Dental  Remedies." 

B.  Drugs  and  biologicals  that  are  approved  by  the  pharmacy  and  drug 
therapeutics  committee  of  a  hospital. 
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Consequently,  the  proposed  legislation  will  create  two  categories  of  drugs : 
one  for  which  payment  will  be  authorized  and  one  for  which  payment  will  not 
be  authorized.  The  result  will  be  to  deny  to  many  patients  many  new  and 
effective  medicines  that  have  been  or  will  be  approved  by  the  Food  and  Drug 
Administration. 

The  reasons  why  the  present  language  in  subsection  1861  (t)  is  too  restrictive 
are  as  follows : 

A.  With  respect  to  the  listed  publications: 

1.  Aside  from  other  important  omissions,  nearly  all  combination  drugs  (those 
containing  two  or  more  active  ingredients)  will  be  excluded,  because  they  are 
not  listed  in  the  four  publications  named  in  the  bill.  On  this  basis,  35  of  the 
100  most  frequently  prescribed  products  in  use  in  the  United  States  today  will 
be  excluded.  One  example  is  our  own  product  Combid,  which  is  widely  pre- 
scribed for  ulcer  and  other  gastrointestinal  disorders.  The  fact  that  about 
2  million  prescriptions  w^ere  filled  for  this  product  in  1964  gives  some  indication 
of  its  general  acceptance  and  wide  use  by  physicians.  Combid  is  a  combination 
of  prochlorperazine  and  isopropamide ;  and  although  it  would  be  possible  theoret- 
ically for  a  doctor  to  prescribe  the  ingredients  of  Combid  in  two  separate 
prescriptions,  it  would  be  impractical  and  expensive  to  do  so. 

2.  There  is  often  a  delay  of  as  much  as  2  to  3  years  before  a  new  drug  is  listed 
in  the  standard  references  cited  in  H.R.  6675.  For  example,  our  product 
Compazine,  used  extensively  in  treating  the  mentally  and  emotionally  ill,  was 
introduced  in  1956.  But  this  drug  was  not  listed  in  any  of  the  references  until 
1960. 

3.  In  some  cases,  these  references  do  not  list  all  of  the  dosage  forms  in  which 
a  widely  useful  drug  may  be  available.  For  example,  our  product  Dexedrine  is 
available  in  several  dosage  forms,  but  the  most  widely  prescribed  form  (Spansule 
capsules)  is  not  listed  in  the  aforementioned  references. 

It  is  a  common  misconception  that  the  "United  States  Pharmacopeia"  and 
"National  Formulary"  are  lists  of  drugs  endorsed  for  their  therapeutic  value. 
This  is  not  the  case.  Rather,  they  are  important  and  necessary  legal  reference 
standards  of  purity,  identity,  and  strength  for  many  useful  drugs  and  for  many 
ingredients  that  are  used  in  preparing  medicines. 

For  example,  "National  Formulary  XII"  states :  "The  inclusion  of  a  drug 
in  the  "National  Formulary"  is  not  intended  as  an  endorsement  of  its  therapeutic 
value." 

Likewise,  "New  and  Non-Ofiicial  Drugs  for  1964"  (the  most  recent  edition) 
states:  "Drugs  which  the  (AMA)  council  and  its  consultants  consider  to  be  of 
questionable  or  of  unproved  value  are  included  along  with  drugs  that  are  con- 
sidered useful.  Mere  inclusion  therefore  does  not  constitute  council  endorse- 
ment of  the  efficacy  of  a  drug." 
B.  With  respect  to  therapeutics  committees  of  hospitals : 
1.  It  is  true  that  subsection  1861  (t)  permits  a  drug  to  be  used  if  it  is  approved 
by  the  pharmacy  and  drug  therapeutics  committee  of  a  hospital,  even  though 
the  drug  is  not  listed  in  the  references.  It  is  estimated,  however,  that  con- 
siderably more  than  half  of  all  hospitals  do  not  have  such  committees;  and, 
even  where  such  committees  do  exist,  there  is  a  lack  of  uniformity  in  their 
functions  and  responsibilities.  Therefore,  two  undesirable  possibilities  may 
occur : 

(a)  Certain  drugs  may  be  considered  acceptable  and  may  be  given  to  medicare 
beneficiaries  in  some  hospitals  but  not  in  other  hospitals ;  and 

(&)  A  patient  might  receive  a  drug  while  hospitalized,  but  payment  might 
not  be  made  for  the  same  drug  after  entering  an  extended-care  facility. 

We  believe  that  the  drug  provisions  in  this  legislation  will  set  important  prece- 
dents. In  our  judgment,  it  is  essential  that  the  wording  of  the  drug  provisions 
be  such  as  to  eliminate  the  restrictions  outlined  above.  We  respectfully  recom- 
mend that  the  Senate  Finance  Committee  consider  adoption  of  a  revised  wording 
substantially  to  the  following : 

"The  term  'drug'  and  the  term  'biologicals'  include  only  such  drugs  and  bio- 
logicals  as  are  ordered  or  prescribed  by  attending  physicians  for  the  care  and 
treatment  of  patients  and  which  may  lawfully  be  introduced  into  interstate 
commerce  under  the  Federal  Food,  Drug,  and  Cosmetic  Act." 

This  definition  would  permit  physicians  to  prescribe  the  drugs  or  biologicals 
necessary  for  the  treatment  of  their  patients,  and  at  the  same  time  would  afford 
the  protection  of  the  Food,  Drug,  and  Cosmetic  Act  against  dangerous  or  worth- 
less medication. 

Very  sincerely, 

Walteb  A.  MuNNS,  President. 
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CoMMUNiTT  Service  Society, 
New  York,  N.Y.,  Ma/y  U,  1965, 

Statement  Submitted  by  the  Committee  on  Aging  With  the  Concurrence 
OF  the  Committee  on  Family  and  Child  Welfare 

Tlie  Committee  on  Aging  with  the  concurrence  of  the  Committee  on  Family 
and  Child  Welfare  in  the  Department  of  Public  Affairs  of  the  Community  Serv- 
ice Society  of  New  York,  submits  this  statement  in  support  of  the  intent  of 
H.R.  6675,  the  Social  Security  Amendments  of  1965.  Early  and  favorable  ac- 
tion is  urged  co  extend  the  benefits  and  coverage  of  the  social  insurance  pro- 
gram, to  liberalize  the  public  assistance  program,  and  to  strengthen  the  preven- 
tive public  health  program.  The  bill  represents  a  significant  and  positive  at- 
tack on  poverty  through  direct  provisions  to  ameliorate  its  current  impact  on 
families  and  individuals  and  to  stem  its  resurgence  in  the  future. 

The  Community  Service  Society,  founded  in  1848,  is  the  oldest  and  largest 
voluntary  family  welfare  agency  in  the  country.  Its  primary  objective  is  to 
preserve  and  strengthen  family  and  community  life.  It  has  always  combined 
programs  of  social  action  and  research  with  its  direct  services  to  troubled  fam- 
lies  and  individuals. 

The  society  has  a  long  record  of  citizen  concern  about  adverse  community 
conditions  and  of  citizen  action  to  improve  social  conditions  after  judicious 
weighing  of  facts  and  expert  opinion.  In  reviewing  H.R.  6675  we  considered  its 
provisions  in  the  light  of  our  prior  position  statements,  notably  one  on  the  Public 
Welfare  Amendments  of  1962  and  another  on  a  Federal  health  care  insurance 
program  for  the  aged  under  social  security.  And  we  considered  its  likely  re- 
sults in  lessening  the  destructive  impact  of  inadequate  income  and  illness  on 
the  most  vulnerable  segments  of  the  population ;  that  is,  the  old  and  the  young, 
and  on  their  families  who  turn  to  us  for  help  in  the  resolution  of  overwhelming 
personal  problems. 

We  reiterate  our  support  of  the  intent  of  H.R.  6675  and  we  endorse  its  major 
provisions  as  constructive  steps  to  strengthen  family  life.  We  offer  comments 
on  the  several  titles  of  the  bill  and  we  venture  to  suggest  modifications,  limit- 
ing these  to  basic  questions  in  the  expectation  that  cumulative  experience  and 
economic  and  social  changes  will  dictate  the  direction  of  future  amendments. 
We  pause  here  to  note  that  Congress  has  been  sensitive  to  the  need  for  changes 
in  the  30  years  since  the  enactment  of  the  original  Social  Security  Act.  We  be- 
lieve this  will  continue  to  hold  true  for  a  future  that  no  one  can  foresee  or  foretell 
fully. 

Title  I 

First,  we  strongly  support  the  basic  insurance  program  of  hospital  and  re- 
lated benefits  for  the  aged.  It  meets  criteria  that  we  deem  essential  in  that  it 
(a)  is  financed  by  payroll  taxes  levied  under  the  existing  social  security  sys- 
tem ;  ( 6 )  is  available  as  a  right  and  without  a  means  test  to  all  persons  65  years 
and  older  who  are  entitled  to  old-age  and  survivors  insurance  or  railroad  retire- 
ment benefits;  (c)  is  to  be  administered  uniformly  throughout  the  Nation  in 
respect  to  eligibility  requirements  and  the  levying  of  payroll  taxes  ;  (d)  provides 
uniform  benefits  with  unit  pricing  set  on  a  reasonable  cost  basis;  and  (e)  ap- 
pears to  include  adequate  legislative  safeguards  to  prevent  excessive  or  undue 
use. 

The  transitional  and  time-limited  provision  for  "blanketing-in"  uninsured 
individuals  is  understandable,  appealing  and  not  without  precedent.  Use  of 
general  revenues  to  cover  the  benefits  to  this  group  preserves  the  fiscal  sound- 
ness of  the  program.  We  do  not  count  this  humane  deviation  (which  the  pas- 
sage of  time  eliminates)  to  violate  significantly  the  concept  of  a  self-supporting 
contributory  system. 

In  one  respect  this  bill  has  a  puzzling,  disturbing  but  correctible  flaw  in  its 
definition  of  hospital  inpatient  service.  We  refer  specifically  to  its  exclusion  of 
the  services  of  radiologists,  pathologists,  anesthesiologists,  and  physiatrists. 
Patients  are  accustomed  to  the  inclusion  of  the  services  of  such  specialists  in  the 
basic  hospital  charge  for  inpatient  care.  Hospitals  would  be  forced  to  revise 
established  administrative  arrangements  for  elderly  patients  but  not  for  others, 
and  widely  accepted  principles  and  accounting  methods  long  used  by  hospitals 
and  prepayment  agencies  to  compute  costs  for  all  patients  would  be  set  aside. 
For  the  sake  of  the  older  person  who  has  come  to  expect  comprehensive  and 
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economical  health  care  as  a  result  of  this  legislation  and  for  the  sake  of  pre- 
serving all  that  is  sound  and  progressive  in  hospital  care,  the  services  of  the 
radiologist,  pathologist,  anesthesiologist,  and  physiatrist  should  be  restored  to 
H.R.  6675  as  covered  hospital  inpatient  services.  Failure  to  do  so  would  leave 
a  serious  gap  in  coverage,  and  thus  partially  defeat  the  purpose  of  the  bill,  as 
well  as  create  severe  administrative  disturbance.  Since  the  services  in  ques- 
tion account  for  only  4  percent  of  hospital  costs,  and  thus  an  even  smaller  pro- 
portion of  the  costs  of  the  totality  of  the  programs  which  would  be  provided  by 
this  basic  prepaid  insurance  program,  this  important  correction  could  readily 
be  effected. 

Second,  so  long  as  the  prepaid  program  is  limited  to  hospital  and  related  care, 
we  recognize  the  need  for  and  favor  establishment  of  a  voluntary  supplemental 
insurance  program  covering  physicians'  and  surgeons'  fees,  as  well  as  other 
related  and  supplemental  items.  We  would  much  prefer,  however,  that  this 
voluntary  plan  be  established  on  a  fully  self-sustaining  basis  rather  than  de- 
pending, as  it  does  in  the  bill,  on  contributions  from  the  U.S.  TreasuiT  for  50 
percent  of  the  cost. 

Since  both  programs  require  close  review  of  experience  with  respect  to  such 
matters  as  utilization,  reasonable  costs  and  reasonable  charges,  the  effect  of 
deductibles,  quality  and  comprehensiveness  of  care  and  services,  and  overall 
administration,  we  indorse  the  provisions  of  the  bill  establishing  the  Health  In- 
surance Benefits  Advisory  Council  and  the  National  Medical  Review  Committee. 

Third,  we  support  the  establishment  of  a  single  and  separate  medical  program 
under  a  new  title  (XIX)  to  the  Social  Security  Act.  This  (a)  replaces  the  dif- 
fering provisions  now  scattered  in  five  titles  of  the  act  for  the  financially  needy, 
and  (d)  offers  States  the  option  to  extend  an  expanded  medical  assistance  pro- 
gram to  the  medically  indigent.  We  support  the  increase  in  Federal  reimburse- 
ment for  this  program  and  the  requirement  that  States  must  continue  their  pres- 
ent level  of  expenditures  in  order  to  receive  any  additional  Federal  funds  as  a 
result  of  expenditures  under  the  new  program. 

We  welcome  the  series  of  requirements  that  must  be  incorporated  in  any  State 
plan  in  order  to  qualify  for  this  new  program  which  would  combine  Federal  aid 
with  freed  State  moneys  to  provide  preventive  health  services  as  well  as  treat- 
ment services  of  high  quality  for  all  those  persons — aged,  blind,  and  disabled 
adults  and  dependent  children — for  whom  no  other,  or  inadequate  provisions  now 
exist.  These  requirements  will  eliminate  many  differences  and  inequities  in  the- 
various  State  programs.  We  believe,  however,  that  the  requirements  where  ap* 
propriate  (as  in  respect  to  the  responsibility  of  relatives  for  support  of  needy 
kin  and  in  the  prohibition  against  imposing  residence  and  citizen  requirements) 
should  be  identical  for  all  State  plans  for  all  categories  of  public  assistance,  since 
differences  are  cumbersome  and  confusing. 

TITLE  II 

We  unequivocally  support  the  extension  of  programs  for  maternal  and  child 
health  services,  for  crippled  children  services,  and  to  combat  mental  retardation^ 
And  we  welcome  the  addition  of  school  and  preschool  health  programs  for  chil- 
dren in  low-income  families.  We  view  these  as  investments  that  will  pay  divi- 
dends of  great  value  in  the  years  to  come. 

TITLE  III 

We  endorse  the  widened  coverage,  the  increased  cash  benefits  and  the  liberali- 
zation of  the  retirement  test  and  other  aspects  of  the  old  age,  survivors  and  dis- 
ability program  of  the  Social  Security  Act  under  a  financing  plan  that  assures  the 
continuing  fiscal  soundness  of  these  trust  funds. 

TITLE  IV 

We  generally  support  the  public  assistance  amendments,  although  we  deplore 
the  widened  disparity  between  Federal  reimbursement  for  the  adult  categories- 
as  against  the  category  for  aid  to  families  with  dependent  children.  Here  we 
note  that  Federal  grants  to  States  for  a  broadened  medical  assistance  program 
afford  an  opportunity  for  States  to  improve  their  AFDC  programs. 
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IN  SUM 

The  Committee  on  Aging,  with  the  concurrence  of  the  Committee  on  P'amily 
and  Child  Welfare,  views  H.R.  6675  as  a  tremendous  advance  in  social  policy  and 
social  administration  affecting  the  lives  of  millions  of  Americans.  Reservations 
we  have  noted  for  your  consideration  as  amendments  in  your  review  of  the  pro- 
visions of  the  bill.  We  urge  early  and  favorable  action  on  vital  amendments  to 
the  Social  Security  Act  that  v^ill  bring  closer  to  realization  our  hopes  for  an 
America  in  which  all  Americans  have  an  opportunity  to  grow  up  with  hope  for  a 
satisfying  and  independent  future  and  to  earn  through  their  own  efforts  and 
contributions  (and  those  of  their  employers)  financial  security  for  their  old  age. 


Inter-Industry  Workmen's  Compensation  Study  Committee, 

Honolulu,  Hawaii,  May  10,  1965. 

Hon,  Hiram  L.  Fong, 
U.S.  Senate, 
New  Senate  Building, 
Washington,  D.C. 

Dear  Senator  Pong  :  I  am  writing  on  behalf  of  the  Inter-Industry  Workmen's 
Compensation  Study  Committee  which  is  comprised  of  members  from  the  con- 
struction, sugar,  pineapple,  public  utility,  trucking,  restaurant,  insurance,  and 
dairy  industries.  The  410-member  Hawaii  Employers  Council  is  also  represented 
on  the  committee. 

Our  committee  met  on  May  4,  1965,  to  discuss  the  effects  of  the  disability  benefit 
provision  of  the  Social  Security-Medicare  bill  (sec.  303  of  H.R.  6675),  and  wish 
to  express  our  concern  regarding  the  adverse  effect  on  State  workmen's  compen- 
sation programs  which  would  result  from  the  passage  of  this  measure. 

Under  present  law,  the  social  security  disability  program  is  intended  to  cover 
cases  of  severe,  long-term  disability.  "Disability"  is  defined  as  inability  to 
engage  in  any  substantial  gainful  activity  because  of  a  mental  or  physical 
impairment  which  can  be  expected  to  result  in  death  or  to  be  of  long-continued 
and  indefinite  duration.  Section  303  would  drop  the  latter  requirements.  It 
would  make  benefits  available  to  covered  workers  w^ho  have  been  out  of  work  for 
6  months  with  a  medically  determinable  mental  or  physical  impairment.  The 
effect  of  section  303  would  be  to  throw  open  the  social  security  disability  rolls 
to  thousands  of  workers  with  temporary,  short-term  disabilities — even  though 
they  were  already  collecting  under  State,  local,  or  employer-financed  disability 
benefit  plans  including  workmen's  compensation. 

It  is  difiicult  to  assess  the  magnitude  of  liability  against  the  social  security 
program  which  would  result  from  passage  of  this  measure.  We  can  assume, 
however,  that  there  will  be  a  vastly  increased  administrative  burden  due  to  the 
large  number  of  persons  with  temporary  short-term  disabilities  who  will  go  on 
the  rolls.  Every  one  of  these  persons  would  have  to  be  contacted  on  a  month-to- 
month  basis  to  establish  their  continuing  eligibility. 

Rehabilitation  is  a  very  important  function  in  workmen's  compensation  cases, 
particularly  in  those  involving  total  disability.  It  is  reasonable  to  predict  that 
those  disabled  workers  receiving  tax-free,  duplicated  benefits,  perhaps  totaling 
more  than  their  normal  take-home  pay  would  have  little  incentive  to  accept  the 
risk,  pain,  and  struggle  involved  in  trying  to  become  self-supporting  again.  We 
fear  that  section  303  will  indeed  have  the  effect  of  increasing  the  number  of 
persons  who  remain  totally  disabled  indefinitely. 

The  current  concept  of  workmen's  compensation  which  has  developed  over  the 
past  50  years  is  based  on  the  premise  that  work  injury  programs  can  best  be 
administered  at  the  State  level.  Further  extending  the  influence  of  the  Federal 
Social  Security  Act  into  the  field  of  State  workmen's  compensation  would 
probably  tend  to  weaken  the  State  systems. 

We  understand  that  hearings  on  H.R.  6675  are  being  held  by  the  Senate 
Finance  Committee.    We  are  hopeful  that  you  can  support  our  views  on  this 
subject  and  respectfully  request  that  you  convey  our  opposition  to  section  303 
to  all  members  of  the  Finance  Committee. 
Very  truly  yours, 

Dorothy  Rish, 
Miss  Dorothy  Rish, 

Chairman. 
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Statement  of  Hon.  Clair  A.  Call  an,  a  Republican  in  Congress  From  the 

State  of  Nebraska 

Mr.  Chairman,  it  was  God  who  instituted  matrimony  and  decreed  that:  "Yc 
shall  live  together  until  death  do  you  part."  Man  in  his  wisdom  has  loosened 
these  bonds  to  some  degree. 

These  changes,  plus  the  millions  of  our  senior  citizens  now  on  social  security 
find  that  they  have  in  many  cases  created  social  problems.  For  example,  the 
average  widow  receives  $67.85  a  month — $80  a  month  is  the  maximum  amount. 
Now,  if  she  marries  a  widower  who  is  also  on  social  security,  this  "act  of  mar- 
riage" will  decrease  their  total  meager  social  security  benefits — some  $20  to  $30 
a  month. 

I  support  H.R.  2465  in  order  to  allow  these  folks  to  live  in  God's  blessed  state, 
if  they  so  desire,  with  the  peace  of  mind,  and  allow  them  to  keep  their  joint 
social  security  benefits  at  the  same  rate  they  are  now  receiving  separately. 

Thank  you  Mr.  Chairman. 


National  Taxpayers  Conference, 

Boise,  Idaho,  May  14,  1965. 

Hon.  Harry  F.  Byrd, 
Ghai/rman,  Committee  on  Finance, 
U.S.  Senate, 
Washington,  B.C. 

Dear  Senator  Byrd  :  In  January  1964,  24  of  the  statewide  citizen-taxpayer 
research  organizations  comprising  the  National  Taxpayers  Conference  concurred 
in  a  statement  presented  before  the  House  Ways  and  Means  Committee  on  the 
legislation  then  under  consideration  to  provide  a  compulsory  hospital  insurance 
program  for  the  aged  under  the  social  security  system.  The  major  focus  of  that 
testimony  was  upon  the  increasing  burden  of  the  social  security  tax. 

That  legislation,  of  course,  was  not  enacted  by  the  88th  Congress.  However, 
the  measure  (H.R.  6675)  which  the  House  passed  on  April  8,  1965,  and  which  is 
now  under  consideration  by  the  Senate  Finance  Committee,  is  much  broader  in 
scope  and  appears  certain  to  result  in  even  heavier  burdens  upon  the  taxpayers. 

Therefore,  as  executive  manager  of  Associated  Taxpayers  of  Idaho  and  cur- 
rent chairman  of  the  National  Taxpayers  Conference,  I  am  taking  this  means, 
on  behalf  of  the  State  organizations  listed  on  the  attached  sheet,  to  present  cer- 
tain comments  as  to  the  financing  provisions  and  the  fiscal  impact  of  the  pending 
legislation.  While  it  is  understood  that  there  would  be  no  opportunity  for  an 
appearance  before  the  Senate  Finance  Committee,  perhaps  this  statement  can  be 
included  in  the  printed  record  of  the  hearings. 

Examination  of  the  report  of  the  House  Ways  and  Means  Committee  on  H.R. 
(3675 — the  Social  Security  Amendments  of  1965 — raises  certain  serious  ques- 
tions as  to  the  extent  to  which  the  taxpayers  of  this  Nation  may  really  be  aware 
of  the  new  burdens  which  this  legislation  will  impose,  not  only  in  the  form  of 
increased  payroll  taxes,  but  also  upon  the  general  fund  of  the  Treasury,  financed 
through  general  revenues. 

The  fact  that  the  compulsory  hospital  insurance  program  will  be  financed  by 
a  technically  separate  payroll  tax  to  be  paid  into  a  separate  hospital  insurance 
fund  is  really  of  little  consequence,  from  the  standpoint  of  the  total  burden 
upon  the  taxpayer.  The  tables  which  are  found  at  the  conclusion  of  the  House 
committee's  report  are  quite  revealing. 

Beginning  January  1,  1966,  the  combined  tax  rate  on  employer  and  employee 
under  the  old-age,  survivors,  disability,  and  hospital  insurance  programs  will 
total  8.7  percent,  an  increase  of  0.45  percent  over  the  rate  scheduled  under  exist- 
ing law,  and  1.45  percent  higher  than  the  actual  current  rate.  By  1970  this  com- 
bined rate  will  reach  9.8  percent  and  by  1980  it  will  total  a  startling  11  percent — 
assuming  no  subsequent  revisions  by  the  Congress. 

These  increases,  in  the  tax  rates,  combined  with  increases  in  the  taxable 
wage  base — to  $5,600  on  January  1,  1966,  and  to  $6,600  in  1971 — will  result  in 
substantial  increases  in  the  social  security  tax  burden.  For  employees  with  wages 
equal  to  or  in  excess  of  the  taxable  wage  base  under  H.R.  6675,  the  combined 
employer-employee  tax  of  $487.20  in  1966  represents  an  increase  of  $139.20  over 
the  tax  paid  this  year,  and  of  $91.20  over  the  tax  which  would  have  been  paid 
in  1966  under  present  law\  By  1971,  the  combined  employer-employee  tax 
will  total  $646.80 — or  $202.80  more  than  would  be  paid  in  that  year  under  the 
tax  rates  and  wage  base  established  by  presently  existing  law. 
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When  one  recalls  tliat  the  combined  tax  rate  when  our  social  security  system 
was  first  established  was  2  percent,  applicable  to  a  taxable  wage  base  of  $3,000, 
there  is  certainly  ample  justification  for  the  warning-  that  the  social  security 
tax  is  becoming  an  increasingly  burdensome  tax  for  a  growing  number  of  per- 
sons. 

Considering  the  effects  of  these  tax  increases  in  a  different  way,  payroll  tax 
collections  for  existing  social  security  programs  in  1965  will  total  an  estimated 
S17.2  billion.  In  1966,  including  the  tax  increases  provided  in  H.R.  6675.  these 
collections  will  increase  by  $4.7  billion,  to  $21.9  billion ;  and  by  1970  they  will 
total  more  than  $31.6  billion — an  increase  in  collections  of  more  than  80  percent 
over  the  next  5  years. 

If  there  were  any  doubts  about  the  seriousness  of  this  burden,  they  should 
be  dispelled  by  the  concern  which  has  been  publicly  expressed  by  some  economists 
recently — even  before  the  enactment  of  this  legislation — that  the  payroll  tax 
increases  might  have  a  "depressive  impact"  on  our  economy  next  year.  There 
have  even  been  suggestions,  it  is  understood,  that  the  proposed  increases  in 
social  serucity  taxes  to  finance  the  costs  of  the  new  hospital  insurance  program 
and  the  liberalized  OASDI  benefits  be  put  into  effect  more  gradually,  or  "post- 
poned"' until  the  medicare  payments  actually  begin.  If  such  concerns  are 
justified,  it  appears  that  we  may  be  caught  on  the  horns  of  a  real  dilemma — the 
choice  between  a  soundly  financed  social  security-medicare  program  and  the 
possible  economic  deterrent  effect  of  these  tax  increases. 

One  more  point  as  to  the  proposed  payroll  tax  increase  schedule :  with  con- 
siderable interest  and  some  curiosity,  note  has  been  taken  of  the  recent  testi- 
mony before  your  committee  of  the  Secretary  of  Health,  Education,  and  Welfare. 
With  respect  to  the  financing  provisions  of  H.R.  6675,  he  suggested  that  the 
hospital  insurance  program  was  so  "conservatively''  financed  that  no  further 
adjustment  in  the  scheduled  $6,600  taxable  wage  base  would  have  to  be  made 
after  1971.  and  that  if  the  wage  base  were  to  be  increased  after  that  time,  there 
could  be  a  downward  adjustment  in  the  hospital  insurance  tax  rate. 

Such  an  optimistic  view  appears  to  overlook  certain  factors.  In  the  first 
place,  the  record  shows  that  in  the  present  OASDI  programs  there  have  been 
a  number  of  increases  in  the  tax  rate,  and  also  the  taxable  wage  base,  required 
over  the  years.  Even  more  important,  perhaps,  the  Secretary's  assumptions 
completely  overlook  the  temptations  which  confront  the  Congress — and  which 
have  not  been  resisted  too  successfully — to  enact  periodically  liberalizations- 
in  both  benefits  and  coverage,  which,  of  course,  increase  the  costs  of  these  pro- 
grams and  could  affect  the  financing  requirements. 

In  our  examination  of  the  House  committee  report,  we  also  have  been  struck 
by  the  relatively  little  attention  which  has  been  given  in  press  and  other  reports 
to  the  very  significant  increases  in  expenditures  against  general  revenues  which 
will  be  required  by  other  provisions  of  this  legislation.  So  mtich  attention  and 
emotion  has  been  generated  by  the  so-called  medicare  program  that  these  in- 
creases in  general  fund  expenditures  are  in  danger  of  being  largely  overlooked. 

These  added  expenditures  from  general  revenues,  on  a  full-vear  basis,  are 
estimated  as  follows : 

1.  Cost  of  hospitalization  and  related  benefits  for  the  aged  who  are  not  "in- 
sured" under  social  security — $275  million  ; 

2.  Federal  Government  matching  contributions  under  the  voluntarv  suDple- 
mental  health  care  program,  assuming  SO  percent  of  the  eligible  ased  enrolled— 
up  to  $560  million ; 

3.  Increased  Federal  grants  under  the  expanded  Kerr-Mills  medical  assist- 
ance program — $200  million  ;  and 

4.  Other  increases  in  public  assistance  grants  and  related  items — $290  million. 
Thus,  on  a  full-year  basis,  perhaps  by  fiscal  1967 — and  over  and  above  the 

substantial  increases  in  the  payroll  tax  burden— Federal  expenditures  from  the 
general  fund  of  the  Treasury  could  be  increased  imder  the  House-aDproved 
legislation  by  more  than  $1.3  billion. 

It  is  not  reasonable,  we  suggest,  to  assume  that  even  this  imposing  sum  will 
represent  the  total  budgetary  impact  of  this  legislation.  Even  without  this  new 
hospital  and  health  care  program,  the  Federal  Government  has  considered  it 
necessary  for  a  number  of  years  to  provide  special  grants  for  construction 
modernization,  and  expansion  of  hospitals  and  related  facilities,  and  has  provided 
financial  assistance  designed  to  assist  in  the  training  of  more  doctors,  nurses 
and  technicians,  for  community  health  programs,  and  other  health-related  activi- 
ties.   The  Federal  budget  for  fiscal  1966  projects  administrative  budget  ex- 
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penditures  for  health  services  and  research  in  the  next  fiscal  year  at  more  than 
$2  billion. 

Surely  it  is  reasonable  to  assume  that  the  broad  new  health  care  programs 
encompassed  by  H.R.  6675  will  further  tax  the  capacities  of  our  hospitals,  nurs- 
ing homes,  and  similar  facilities.  Is  it,  therefore,  unreasonable  to  assume  that 
these  will  almost  certainly  result  in  eventual  pressures  for  greatly  increased 
Federal  assistance  to  build  more  of  these  facilities  ?  We  think  not. 

In  short,  this  legislation  will  substantially  increase  already  burdensome  pay- 
roll taxes,  and  add  significant  additional  Federal  spending  from  general  rev- 
enues which  will  further  accelerate  the  upward  trend  of  Federal  expenditures. 
It  could  conceivably  open  a  Pandora's  box  of  new  spending  demands  which  would 
further  postpone  the  prospects  of  a  balanced  Federal  budget. 

It  deserves  a  long  and  careful  look  by  the  Senate  Finance  Cormnittee,  by  the 
Senate,  and  especially  by  citizens,  so  that  the  full  implications  of  the  tax  and 
spending  impact  of  this  extremely  broad  and  costly  legislation  may  at  least  be 
fully  understood  by  those  who  will  have  to  bear  these  costs. 

Respectfully  submitted. 

Max  Yost,  Chairman. 
P.S. — The  above  statement  is  concurred  in  by  the  following  State  taxpayer 
research  organizations : 

John  H.  McClure,  managing  director,  x^rizona  Tax  Research  Association. 

E.  W.  Sandberg,  executive  director,  Colorado  Public  Expenditure  Council. 

Hubert  W.  Stone,  executive  director  and  secretary,  Connecticut  Public  Expendi- 
ture Council,  Inc. 

Fred  W.  Bennion.  director.  Tax  Foundation  of  Hawaii. 

Max  Yost,  executive  manager,  Associated  Taxpayers  of  Idaho. 

Maurice  W.  Scott,  vice  president  and  executive  secretary.  Taxpayers'  Federation 
of  Illinois. 

Raymond  E.  Edwards,  executive  vice  president,  Iowa  Taxpayers  Association. 
Charles  P.  Stone,  executive  director,  Minnesota  Taxpayers  Association. 
Edward  Staples,  executive  director,  Missouri  Public  Expenditure  Survey. 
S.  Keith  Anderson,  executive  vice  president,  Montana  Taxpayers  Association. 
Ernest  L.  Newton,  executive  secretary,  Nevada  Taxpayers  Association. 
Albert  K.  Nohl,  director,  the  Taxpayer's  Association  of  New  Mexico. 
Walter  O.  Howe,  executive  vice  president,  Citizens  Public  Expenditure  Survey, 
Inc.,  of  New  York. 

Morris  Tschider,  legal  counsel,  North  Dakota  Taxpayers  Association,  Inc. 
David  H.  Sutton,  executive  director,  Ohio  Public  Expenditure  Council. 
Steve  Stahl,  executive  vice  president,  Oklahoma  Public  Expenditures  Council. 
George  J.  Annala,  manager,  Oregon  I'ax  Research. 

Henry  W.  Stevenson,  Jr.,  executive  director,  Rhode  Island  Public  Expenditure 
Council. 

C.  Irvin  Krumm,  executive  manager  and  treasurer.  Greater  South  Dakota  Asso- 
ciation. 

Donald  W.  Jackson,  executive  secretary,  Tennessee  Taxpayers  Association,  Inc. 
Alvin  A.  Burger,  executive  director,  Texas  Research  League. 
M.  H.  Harris,  executive  secretary,  Utah  Taxpayers  Association. 
John  H.  Current,  executive  director,  Washington  State  Research  Council. 
Keith  Osborn,  executive  director,  Wyoming  Taxpayers  Association. 
S.  J.  Arnold,  executive  director,  California  Taxpayers  Association. 
Lloyd  Griffin,  executive  vice  president  and  secretary.  North  Carolina  Citizens 
Association,  Inc. 

Clarence  J.  Ziegler,  executive  director.  New  Jersey  Taxpayers'  Association,  Inc. 
Frank  J.  Zeo,  executive  director,  Massachusetts  Federation  of  Taxpayers'  Asso- 
ciation, Inc. 

Forest  A.  Johnson,  executive  director,  Nebraska  Tax  Research  Council,  Inc. 


Statement  of  Senator  Hakrison  A.  Williams,  Jr.,  on  H.R.  6675 

Mr.  Chairman,  members  of  the  committee,  I  wish  to  call  to  your  attention  what 
I  believe  to  be  a  serious  inadequacy  in  the  bill  H.R.  6675,  Social  Security  Amend- 
ments of  1965,  as  passed  by  the  House  of  Representatives.  I  refer,  Mr.  Chair- 
man, to  the  intent  of  the  Congress  with  respect  to  the  freedom  beneficiaries 
of  this  legislation  will  have  to  select  for  vision  services  either  a  physician  skilled 
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in  the  diseases  of  the  eye  or  an  optometrist  whenever  such  services  may  be  au- 
thorized within  the  provisions  of  the  Social  Security  Act. 

I  understand  that  it  was  the  intent  of  the  House  Ways  and  Means  Committee 
to  provide  the  freedom  necessary  for  an  individual  to  choose  the  vision  discipline 
he  wishes  to  serve  his  needs. 

There  are,  for  example,  a  number  of  provisions  which  make  this  intent  clear. 
In  the  public  assistance  amendments,  under  the  definition  of  services,  section 
1905,  page  142  of  the  bill,  the  term  "medical  assistance"  means  payment  of  part 
or  all  of  the  cost  of  "*  *  *  eyeglasses  prescribed  by  a  physician  skilled  in  the 
diseases  of  the  eye  or  by  an  optometrist,  whichever  the  individual  may  se- 
lect *  *  *." 

Moreover,  section  1902,  State  plans  for  medical  assistance,  required  in  sub- 
section (12),  pages  128-129,  that  a  State  "provide  that,  in  determining  vvhether 
an  individual  is  blind,  there  shall  be  an  examination  by  a  physician  skilled  in 
the  diseases  of  the  eye  or  by  an  optometrist,  whichever  the  individual  may 
select  *  * 

Unfortunately,  the  House  Ways  and  Means  Committee  did  not  find  it  possible 
to  make  clear  the  public's  choice  between  a  physician  or  an  optometrist  in  all 
sections  of  the  bill  where  it  is  needed. 

Under  the  basic  and  supplementary  plans,  services  provided  by  physicians 
to  patients  for  eye  examinations  ending  in  referral  for  surgical  or  pathological 
treatment  of  the  eye,  contact  lenses,  the  prescription  and  fitting  of  artificial  eyes, 
and  orthoptics  or  visual  training,  are  reimbursable.  No  provision,  however,  is 
made  for  reimbursement  when  these  services  are  provided  by  an  optometrist. 

The  public  assistance  amendments  provide  that  eyeglasses  are  to  be  made 
available  when  prescribed  by  either  a  physician  skilled  in  the  diseases  of  the 
eye  or  by  an  optometrist.  Nevertheless,  the  question  of  an  optometrist's  serv- 
ices is  left  in  doubt.  Services  provided  by  physicians,  dentists,  and  nurses,  on 
the  other  hand,  are  clearly  spelled  out  in  the  definitions  for  this  section. 

Limitations  such  as  these  would  seem  to  conflict  with  section  1802  on  page 
9  of  the  bill,  which  provides  free  choice  by  the  patient  guaranteed. 

I  would,  tlierefore,  urge  that  this  committee  consider  the  advisability  of  an 
amendment  added  as  a  new  paragraph  to  section  1802,  or  as  a  new  section  409 
on  page  296  of  the  bill.    Such  an  amendment  might  appropriately  read : 

"Notwithstanding  any  other  provisions  of  the  Social  Security  Act,  whenever 
payment  is  authorized  for  services  which  an  optometrist  is  licensed  to  perform, 
the  beneficiary  shall  have  the  freedom  to  obtain  such  services  from  either  a  phy- 
sician skilled  in  the  diseases  of  the  eye  or  an  optometrist,  whichever  he  may 
select." 

Mr.  Chaixman,  I  would  also  like  to  call  the  committee's  attention  to  another 
deficiency  with  respect  to  optometry  which  arises  under  section  532  pertaining 
to  special  project  grants  for  health  of  school  and  preschool  children. 

The  report  of  the  House  Ways  and  Means  Committee  notes  on  page  80  that 
"About  10,200,000  schoolchildren  are  in  need  of  eye  care."  Those  provisions  of 
the  bill  itself,  however,  which  are  designed  to  help  meet  these  needs,  would 
make  Federal  grants  to  schools  of  medicine  with  appropriate  participation  by 
schools  of  dentistry.  Provisions  are  not  included  for  such  grants  to  schools  and 
colleges  of  optometry,  even  though  they,  too,  are  eminently  well  qualified  to 
assist  in  this  important  effort.  There  is,  in  my  estimation,  therefore,  a  very 
real  need  to  amend  the  bill  to  make  schools  of  optometry  eligible  for  these  spe- 
cial health  projects  grants. 

Mr.  Chairman,  it  is  my  hope  that  your  conmiittee  will  amend  this  bill  to 
authorize  funds  for  optometric  schools  and  colleges  and  to  protect  the  freedom 
of  a  beneficiary  to  choose  an  optometrist  whenever  vision  services  are  made  avail- 
able to  him.  These  amendments  are  of  the  utmost  importance  in  making  this 
legislation  apply  equitably  and  to  meet  adequately  the  vision  problems  of  all 
our  citizens. 


Statement  by  Senator  Ralph  Yarborough  Proposing  an  Amentment  to  H.R. 
6675  Allowing  Basic  Hospitalization  Insurance  for  Former  Federal 
Employees  Not  Covered  by  Health  Insurance 

Mr.  Chairman.  I  wish  to  call  to  the  committee's  attention  a  most  undesirable 
provision  in  H.R.  6675,  the  hospital  insurance  bill  now  before  this  committee. 
Section  103  (b)  of  the  medicare  bill  states  the  following  limitation  of  coverage  : 
(b)  The  provisions  of  this  title  shall  not  apply  to  any  individual  who — 
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(3)  at  tlie  beginning  of  sucli  first  month,  is  covered  by  an  enrollment  in 
a  health  benefits  plan  under  the  Federal  Employees  Health  Benefits  Act  of 
1959  or  could  have  been  so  covered  had  he  or  some  other  individual  availed 
himself  of  opportunities  to  enroll  in  a  health  benefits  plan  under  such  Act 
and  (where  the  Federal  employee  has  retired)  to  continue  such  enrollment 
after  retirement. 

This  provision  prohibits  any  Federal  employee  or  former  Federal  employee 
from  receiving  the  basic  hospitalization  benefits  of  the  medicare  bill  if  that  per- 
son is  now  covered  or,  if  he  is  retired,  could  have  been  covered  by  the  Federal 
Employees  Health  Benefits  Act.  Mr.  Chairman,  the  committee  must  not  over- 
look the  significance  of  this  exclusion.  It  discriminates  against  a  group  of  older 
citizens  who  need  protection  most. 

It  excludes  any  retired  Federal  employee  who  retired  after  July  1,  1960,  and 
was  not  at  the  time  of  his  retirement  a  member  of  some  health  benefits  plan 
under  the  Federal  Employees  Health  Benefits  Act  of  1959.  It  also  excludes  his 
wife,  because  under  the  language  of  this  provision,  she  was  at  one  time  eligible 
to  be  enrolled  in  a  health  benefits  plan,  "had  he  or  some  other  individual  availed 
himself  of  opportunities  to  enroll  in  a  health  benefits  plan  *  *  *."  In  this  in- 
stance, the  failure  of  an  elderly  woman's  husband  to  enroll  in  a  Federal  em- 
ployees' health  benefits  plan  now  precludes  the  innocent  wife  from  the  protection 
of  the  medicare  program. 

Mr.  Chairman,  I  have  had  the  pleasure  of  service  on  the  Post  Office  and  Civil 
Service  Committee  since  I  came  to  the  Senate.  I  was  a  member  of  the  committee 
when  the  Health  Benefits  Act  was  written  and  enacted.  That  law  originally  re- 
quired that  in  order  to  be  eligible  to  carry  one's  health  insurance  into  his  retire- 
ment, an  employee  must  have  been  enrolled  in  a  plan  for  either  the  5  years  pre- 
ceding his  retirement  or  for  the  entire  period  from  the  first  enrollment  period 
until  his  retirement — ^whichever  period  was  shorter.  If  the  employee  did  not 
enroll  during  that  first  enrollment  period — June  1  until  June  30,  1960,  and  retired 
thereafter  without  completing  5  years  under  a  health  insurance  plan,  he  had  no 
coverage  during  his  retirement  years — the  years  he  needs  it  most.  Congress 
recognized  the  unreasonable  restrictions  of  that  requirement.  In  1963,  the  Civil 
Service  Commission  came  to  the  committee  and  Suggested  Congress  liberalize 
these  requirements.  My  distinguished  colleague  from  West  Virginia,  Senator 
Randolph,  presided  over  those  hearings.  The  Chairman  of  the  U.S.  Civil  Service 
Commission,  the  Honorable  John  W.  Macy,  Jr.,  told  the  committee: 

"Despite  every  effort  to  inform  them,  many  employees  did  not  grasp  the  im- 
portance of  enrolling  at  the  first  opportunity  and  those  of  this  group  coming 
up  for  retirement  in  the  next  few  years  will  find  themselves  ineligible  for  con- 
tinued coverage  as  retirees  bedause  of  failure  to  enroll  at  their  first  opportunity." 

After  those  hearings.  Congress  enacted  Public  Law  88-284,  to  liberalize  the 
Health  Benefits  Act  and  extend  health  insurance  coverage  to  those  employees 
who  were  enrolled  in  a  plan  at  the  time  of  their  retirement,  regardless  of  the 
length  of  time  they  had  been  enrolled,  whether  or  not  they  had  joined  at  their 
first  opportunity.  But  this  still  left  out  a  small  group  of  retired  employees,  and 
their  wives,  who  had  failed  to  enroll  in  a  plan  prior  to  retirement.  They  were 
eligible  to  do  so,  but  they  didn't.  Now,  because  of  that  oversight,  that  failure 
to  "grasp  the  importance,"  as  Chairman  Macy  put  it,  they  will  be  similarly  ex- 
cluded from  the  protection  of  the  basic  hospitalizsation  benefits  of  the  medicare 
program.  These  people  are  few  in  number.  From  the  beginning,  the  Federal  Em- 
ployees Health  Benefits  Act  has  been  subscribed  to  by  more  than  90  percent  of 
eligible  employees.  And  of  the  remaining  10  percent,  many  are  covered  by 
family  policy  coverage.  So  we  are  talking  about  only  a  handful  of  people — only 
those  who  failed  to  enroll  before  their  retirement. 

The  other  day  I  received  a  letter  from  a  constituent  who  is  a  member  of  the 
National  Federation  of  Federal  Employees.  He  said,  "It  appears  that  Com- 
munists, felons,  and  Federal  employees  (those  retiring  after  July  1,  1960)  are 
to  be  excluded  from  coverage  under  the  new  social  security  medicare  bill.  This 
is,  in  my  opinion,  gross  discrimination  against  Federal  employees."  His  state- 
ment is  true.  The  only  people,  other  than  Federal  employees  now  covered  by 
a  health  benefits  plan  and  retired  employees  and  their  spouses  who  were  at  one 
time  eligible  to  be  covered  by  a  health  benefits  plan — the  only  people  other  than 
these  excluded  from  the  basic  hospitalization  provisions  are  Communists,  sub- 
versive felons,  and  aliens  who  have  lived  in  America  for  fewer  than  10  years. 
The  bill  does  not  single  out  anyone  else  and  say  "you  cannot  have  hospital 
benefits  under  medicare  because  you  have  some  other  insurance,  or  you  could 
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have  had  it  a  few  years  ago."  There  are  hundreds  of  thousands  of  employees 
of  business  enterprise  in  America  who  have  group  health  insurance  policies. 
They  are  not  excluded.  Even  the  members  of  the  medical  profession  who  will 
provide  the  services  under  this  bill,  the  doctors,  dentists,  and  surgeons,  will  be 
eligible  for  coverage  if  they  are  65  years  old  before  January  1,  1968.  Lawyers, 
engineers,  scientists,  administrators,  corporation  presidents,  artists,  teachers, 
the  poor  and  the  rich,  are  included  under  the  broad  and  beneficent  provisions 
of  this  bill.  But  Federal  employees  are  not.  Federal  employees  pay  about  79 
percent  of  the  cost  of  their  health  insurance.  In  private  industry,  the  major 
businesses  pay  50  percent  or  more  of  the  cost  of  health  insurance  plans,  and 
in  some  cases  the  employer  pays  the  entire  cost.  I  cannot  see  the  justification 
lor  this  exclusion. 

Mr.  Chairman,  I  strongly  urge  the  committee  to  consider  favorably  an  amend- 
ment to  remove  this  inequity  and  give  coverage  under  this  bill  to  those  who 
have  no  other  Federal  health  insurance.  The  number  of  people  is  small,  about 
20,000  people ;  the  cost  is  very  small  in  comparison  with  the  bill's  cost.  These 
people  share  common  characteristics :  they  are  all  old ;  they  are  almost  all 
depending  on  Federal  retirement  annuities  for  their  livelihood ;  they  all  share 
the  common  need  for  medical  care  in  their  old  age.  I  hope  Congress  will  recog- 
nize their  need  and  will  not  allow  this  inequity  to  become  the  law  of  the  land. 

( The  amendment  follows  : ) 

Amendment 

Intended  to  be  proposed  by  Mr.  Yarborough  to  H.R.  6675,  an  act  to  provide  a 
hospital  insurance  program  for  the  aged  under  the  Social  Security  Act  with  a 
supplementary  health  benefits  program  and  an  expanded  program  of  medical 
assistance,  to  increase  benefits  under  the  old-age,  survivors,  and  disability  in- 
surance system,  to  improve  the  Federal-State  public  assistance  programs,  and 
for  other  purposes,  viz  : 

On  page  109,  lines  14-21,  strike  out  section  103(b)  (3)  and  insert  a  new  section 
103(b)  (3)  as  follows: 

"(3)  upon  the  effective  date  of  this  Act  is  covered  by  a  health  benefits 
plan  under  the  Federal  Employees  Health  Benefits  Act  of  1959,  as  amended 
(5  U.S.C.  3001-3014)." 


National  Council  of  State  Self-Insurers'  Associations, 

New  York,  N.Y.,  May  7,  1965. 

The  National  Council  of  State  Self-Insurers  Associations  respectfully  opposes 
the  inclusion  of  proposed  section  303  in  H.R.  6675.  This  section  deals  with  the 
payment  of  disability  benefits  under  the  social  security  law.  This  association 
would  not  oppose  this  section  if  provision  was  simultaneously  made  to  offset 
all  benefits  payable  under  the  State  workmen's  compensation  laws  against  the 
benefits  proposed  to  be  paid  under  the  social  security  law. 

The  members  of  this  National  Council  are  the  Self -Insurer  Associations  in  the 
States  of  California,  Idaho,  Maryland,  Michigan,  Montana,  New  Jersey,  New 
York,  Pennsylvania,  and  Utah.  The  members  of  individual  State  associations 
are  associate  members  of  the  council. 

The  300-odd  corporations  who  are  members  of  one  or  more  of  the  State  as- 
sociations (and  hence  associate  members  of  the  National  Council)  all  insure 
their  liability  under  State  workmen's  compensation  statutes  and  related  laws. 

Practically  all  of  the  large  niultistate  corporations  doing  business  in  the 
United  States  self -insure  their  workmen's  compensation  liability  in  one  or  more 
States  and  are  members  of  one  or  more  of  the  State  Self-Insurer  Associations. 
Our  associate  members  include,  inter  alia,  the  major  communication  companies 
and  systems,  most  of  the  major  manufacturing  companies,  most  of  the  large 
chemical  companies,  all  of  the  large  steel  companies,  all  of  the  large  automotive 
companies  and  all  of  the  large  oil  companies.  The  companies  which  self -insure 
their  workmen's  compensation  liability  employ  approximately  10  percent  of 
the  total  of  all  persons  employed  in  the  United  States  who  come  under  the 
protection  of  the  State  workmen's  compensation  laws. 

Under  the  provisions  of  the  present  social  security  law,  disability  benefits 
under  OASI  are  payable  to  a  person  only  if  the  disability  is  expected  to  result 
In  death  or  to  be  of  a  long,  continued,  and  indefinite  duration.  Under  this  defi- 
nition, only  cases  denominated,  in  the  workmen's  compensation  field,  as  total 
disability  cases,  presently  qualify  for  social  security  benefits.    Under  present 
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law,  because  of  the  repeal  several  years  ago  of  the  provision  which  provided  for 
an  offset  of  workmen's  compensation  benefit  payments  against  social  security 
benefit  payments,  this  class  of  disabled  persons  now  receives  double  benefits, 
which,  in  some  cases,  exceed  the  take-home  pay  of  the  injured  person  before  his 
injury. 

H.R.  6675  will  broaden  the  class  of  persons  who  will  be  entitled  to  double 
benefits  by  providing  for  the  payment  of  disability  benefits  under  social  security 
for  a  covered  worker  who  is  totally  disabled  for  at  least  6  calendar  months,  even 
though  it  is  expected  that  he  will  recover  in  the  foreseeable  future.  The  effec- 
tive waiting  period  for  payments  to  be  received  under  the  new  provisions  w^ould, 
therefore,  be  shortened  to  6  months  and,  after  6  months,  the  employee  would 
also  be  paid  for  the  fifth  month  of  disability. 

If  the  aforesaid  provisions  are  enacted  into  law,  individuals  of  any  age  now 
receiving  workmen's  compensation  benefits  under  State  programs  for  temporary 
total  disabilities,  which  last  6  months  or  more,  would  also  be  entitled  to  receive 
disability  benefits  under  the  social  security  program.  Thus  the  number  of  per- 
sons who  would  be  able  to  receive  double  benefits  would  be  enormously  increased. 

If  the  principle  embodied  in  the  law  is  carried  to  its  all-too-likely  conclusion, 
the  ultimate  result  could  be  to  transform  workmen's  compensation  into  a  Federal 
program  and  possibly  impel  the  States  to  repeal  their  own  laws  in  this  area^ 
This  result  is  the  ultimate  stated  objective  of  some  spokesmen  for  the  social 
security  program.  The  tactic  employed  to  effect  this  stated  objective  has  not,  at 
any  time,  been  a  direct  frontal  assault,  but,  rather,  gradual  encroachment  into 
the  workmen's  compensation  field  by  means  of  seemingly  minor  amendments 
to  the  social  security  law,  allegedly  improvements  therein. 

One  of  the  damaging  side-effects  of  these  provisions  could  be  the  destruction 
of  the  incentive  for  instituting  and  maintaining  industrial  safety  programs,  a 
trend  Which  could  quickly  reverse  the  great  downswing  in  industrial  accidents 
that  has  occurred  in  the  past  50  years.  In  the  absence  of  a  direct  relationship 
between  accidents,  costs,  and  premiums,  employers  without  safety  programs 
and  those  whose  employment  is  more  hazardous  would  pay  no  more  than  em- 
ployers who  have  instituted  safety  programs  or  whose  employment  is  less 
hazardous.  The  anticipated  reaction  to  such  a  situation  is  obvious  and  it  could 
have  been  an  extremely  detrimental  effect  on  working  conditions  throughout  the 
Nation. 

An  equally  serious  result  of  the  enactment  of  these  provisions  would  be  that 
individuals  would  lose  all  incentive  to  return  to  work  or  rehabilitate  themselves, 
since  the  combination  of  workmen's  compensation  and  social  security  benefits 
could,  in  many  cases,  give  them  more  than  their  take-home  pay  when  employed. 
For  example,  a  married  man  with  two  children,  earning  $5,000  per  year,  would 
have  a  net  income  after  taxes  of  $4,488.  However,  assuming  maximum  work- 
men's compensation  benefits  of  $60  per  week,  the  same  man  would  receive  total 
tax  free  benefits  of  $6,201.60  if  the  provisions  to  which  objection  is  made  were 
enacted  as  part  of  H.R.  6675  and  said  person  became  temporarily  totally  dis- 
abled. It  is  not  likely  that  such  person  could  be  induced  to  return  to  work^ 
when  able,  if  his  return  to  gainful  employment  would  immediately  result  in  the 
reduction  of  his  net  income  by  over  $1,700  per  annum. 

This  could,  of  course,  increase,  year  after  year,  the  class  of  tax  eaters  who 
had  been  taxpayers.  In  New  York,  for  example,  of  those  persons  classified  as 
temporary  disability  cases  of  more  than  6  months'  duration,  80  percent  return 
to  work  within  a  year.  How  many  of  this  80  percent  will  ever  return  if  they  can, 
by  continuing  their  disability,  receive  more  in  net  income  than  they  would  if 
they  return  to  gainful  employment  and  again  became  taxpayers? 

It  seems  somewliat  ironic,  on  the  one  hand,  to  have  the  Federal  and  State 
Governments  spend  millions  of  dollars  annually  on  rehabilitation  programs 
(coupled  with  the  splendid  work  being  done  by  the  President's  Committee  for 
the  Employment  of  the  Handicapped)  and,  on  the  other  hand,  to  have  the  social 
security  system  continue  to  erode  all  incentive  to  return  to  work. 

The  House  Ways  and  Means  Committee  report  recommends  the  passage  of  the 
provisions  objected  to  in  their  current  form.  It  suggests  a  review  of  possible 
duplication  between  the  State  workmen's  compensation  programs  and  the  Fed- 
eral social  security  disability  program,  as  well  as  the  effect  of  costs  to  em- 
ployers, after  1966.  However,  if  these  proposed  provisions  are  not  eliminated 
now,  the  possibility  of  their  being  removed  later  seems  remote. 

For  years  we  have  urged  the  restoration  of  the  offset  for  workmen's  com- 
pensation payments  against  social  security  only  to  be  met  with  the  adamant  re- 
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fusal  of  the  Social  Security  Administration  to  favorably  consider  the  proposal. 
It  is  much  more  likely,  therefore,  that  the  States  will  be  forced  to  cut  back 
their  workmen's  compensation  programs  to  avoid  duplication  and  overpayment, 
a  result  which  is  both  morally  and  financially  wrong. 

This  association  opposes  the  inclusion  in  H.R.  6675  of  the  provisions  con- 
tained in  section  303  thereof  and  urges  that  said  section  be  eliminated  from  the 
bill. 

Respectfully  submitted. 

James  J.  Regax,  Secretary. 


Statement  by  Thomas  B.  Lawrence,  Washington  Counsel  of  the  National 
Licensed  Beverage  Association,  re  Section   313  of  H.R.  667-5 

Mr.  Chairman  and  members  of  the  committee,  the  representations  herein 
are  made  in  behalf  of  the  National  Licensed  Beverage  Association.  The  mem- 
bers of  this  association  are  located  in  30  States  and  the  District  of  Columbia. 
There  are  approximately  40,000  members  consisting  of  restaurant,  tavern,  bar- 
cafe  and  cabaret  owners,  and  small  independently  owned  hotels. 

Our  members  are  small  businessmen.  We  provide  food,  beverages,  and  some- 
times entertainment  for  public  and  private  gatherings.  Most  of  our  restaurant 
and  tavern  operators  have  employees  who  receive  tips.  There  are  many  problems 
that  our  members  would  encounter  should  section  313  of  H.R.  6675  be  enacted 
into  law. 

We  have  been  told  that  withholding  taxes  on  tips  from  wages  would  not  create 
a  significant  imposition  and  that  no  responsibility  would  attach  to  the  employer. 
We  are  likewise  told  that  any  problems  we  have  in  understanding  the  proposed 
law  will  be  cleared  by  the  IRS  regulations. 

However,  these  assurances  of  lack  of  problems  do  not  eliminate  the  objections 
which  we  have  to  this  approach  of  providing  additional  social  security  benefits 
for  tip  employees. 

We  cannot  undertake  additional  obligations.  Our  members,  being  laymen,  can- 
not comprehend  the  complexity  of  the  Internal  Revenue  Code.  They  are  required 
to  obtain  professional  advice  from  lawyers  and  accountants.  They  must  have 
this  advice  from  professiona.ls  for  not  only  what  is  actually  expected  of  them 
initially,  but  thereafter,  in  the  attempt  to  comply  with  these  requirements  as 
long  as  they  remain  in  business.  Most  of  our  members  are  small  family  busi- 
nesses and  cannot  afford  additional  expense  of  this  type. 

An  entire  new  area  of  recordkeeping  and  reporting  is  added  to  the  existing 
problems.  There  must  be  a  limit  to  the  extension  of  these  problems.  It  is  be- 
lieved that  the  proponents  of  laws  and  regulations  in  this  field  too  often  adopt 
the  easy  solution  of  avoiding  their  problems  and  adding  to  ours.  They  assume 
that  we  can  and  will  procure  whatever  advice  we  need  and  that  we  can  and  will 
be  able  to  absorb  the  cost. 

It  is  suggested  that  the  burden  of  collecting  and  enforcing  be  placed  in  the 
hands  of  the  Government  where  it  rightfully  belongs  and  not  be  shoved  upon 
our  members. 

An  important  factor  in  the  suggested  approach  to  the  extension  of  social 
security  coverage  to  our  tip  employees  is  that  the  employer  will  be  compelled 
to  inquire  into  the  transactions  between  the  waiter  and  the  customer  for  the 
Internal  Revenue  Service.  In  the  past,  this  was  a  matter  between  the  customer 
and  the  waiter,  who  operated  as  an  independent  contractor.  If  the  waiter 
gave  good  service,  he  received  a  gratuity.  If  his  .service  was  poor,  he  might 
receive  nothing.  Should  section  313  become  law.  employers  would  become  an 
interested  party  in  the  transactions  between  customers  and  employees. 

It  Is  submitted,  and  there  is  much  evidence  before  this  committee,  that  the 
employees  do  not  favor  the  meddling  of  their  bosses  in  their  business. 

To  treat  the  waiter,  waitress,  busboy,  etc.,  in  this  area  as  an  employee  rather 
than  an  independent  contractor,  will  create  a  rash  of  problems.  It  would  create 
personnel  complications  and  difficulties  between  employer  and  employee.  A  few 
of  these  problems  may  be  carefully  considered : 

The  employer  is  at  a  loss  as  to  what  to  do  if  some  of  his  employees  file  state- 
ments with  him  while  others  do  not. 

The  employer  is  at  a  loss  as  to  what  to  do  should  he  suspect  that  some  of  his 
employees  understate  tip  income  while  others  overstate  it. 

The  employer  may  feel  compelled  to  discharge  a  valuable  employee  whom  he 
suspects  does  not  make  an  accurate  report  to  him  of  tip  income. 
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The  employer  would  most  certainly  be  embroiled  in  controversies  between  IRS 
■and  his  employees  over  the  accuracy  of  their  reports  of  tip  earnings. 

The  employer  may  be  challenged  by  a  discharged  employee  who  could  state 
that  the  employer's  reports  did  not  reflect  the  amounts  of  money  withheld  by 
the  employer  for  the  purpose  of  this  law. 

As  stated  before,  employees  would  be  reluctant  to  report  tip  earnings,  par- 
ticularly if  these  earnings  are  in  a  handsome  amount.  They  feel  that  employers 
may  reduce  the  wages  should  the  tips  be  substantial. 

Employees  rarely  compare  tip  income  with  each  other,  much  less  make  it  known 
to  the  boss.  Certainly,  if  the  Government  experiences  difliculty  in  obtaining 
accurate  statements  from  employees  as  to  tip  earnings,  this  difficulty  would  be 
compounded  should  the  burden  be  imposed  on  employers. 

Should  an  employee's  paycheck  be  less  than  he  customarily  receives,  he  will  be 
dissatisfied.  His  expenses  are  geared  to  the  wages  he  receives.  It  is  believed 
that  a  large  number  of  employees  will  seek  new  employment  rather  than  tolerate 
the  intrusion  of  the  employer  in  their  private  affairs. 

These  are  but  some  of  the  problems  which  may  be  expected  if  section  313  is 
enacted  into  law.  We  sincerely  request  that  this  committee  give  careful  attention 
to  the  many  potential  problems  which  are  inherent  to  this  approach. 

An  imperfect  solution  to  the  problem  should  not  be  adopted.  There  are  other 
possibilities.  If  the  employee  desires  additional  coverage  which  will  provide 
further  security  in  retirement,  the  law  should  make  this  possible.  Employees 
could  certainly  include  tip  earnings  as  self-employment  income.  This  could  be 
accomplished  without  involving  the  employer  and  all  of  the  problems  which  would 
accompany  section  313  of  the  proposed  bill. 

The  members  of  the  National  Licensed  Beverage  Association  have  full  con- 
fidence that  the  committee  will  give  careful  attention  and  study  to  the  difiiculties 
inherent  in  section  313  of  H.R.  6675. 


Statement  of  Hon.  Claude  Pepper,  a  Representative  in  Congress  from  the 

State  of  Florida 

Mr.  Chairman,  I  deeply  appreciate  this  opportunity  to  testify  on  behalf  of 
S.  1125,  which  is  identical  with  my  bill,  H.R.  2465,  amending  the  Social  Security 
Act.  I  am  grateful  for  the  opportunity  to  urge  your  serious  and  sympathetic 
consideration  of  this  proposed  legislation  because  it  affects  so  significantly  the 
lives  and  happiness  of  many  thousands  of  our  older  citizens  in  my  State  and 
in  every  State  of  the  Union. 

I  understand  that  we  cannot  accomplish  in  a  single  year  everything  that 
should  be  done  to  meet  the  needs  of  our  older  citizens.  We  are  all  immensely 
proud  of  the  progress  we  have  made  this  year  in  the  effort  to  bring  more  ade- 
quate hospital  and  medical  care  to  our  retired  citizens.  But  I  do  not  think  this 
great  achievement  need  bar  us  from  proper  consideration  of  a  problem  that, 
although  it  affects  only  a  relative  few  among  our  older  citizens,  affects  them 
overwhelmingly  in  the  last  years  of  their  lives. 

It  is  difficult  to  appreciate  at  first  glance  the  enormous  importance  to  the 
people  of  the  provisions  of  our  social  security  law  which  reduce  the  benefits  of 
a  widow  who  remarries  after  the  death  of  a  spouse  who  was  a  social  security 
annuitant.  The  sums  the  new  couple  loses  are  in  the  $20  to  $30  a  month  range. 
And  this  does  not  appear  to  be  a  large  sum  in  a  society  where  the  average  wage 
of  a  production  worker  in  manufacturing  is  well  above  $100  a  week.  But 
the  people  with  whom  I  am  concerned  here  today  do  not  share  in  this  general 
economic  prosperity.  Indeed,  many  of  them  would  meet  the  technical  defini- 
tion of  poverty  stricken,  even  without  the  loss  of  this  $20  to  $30  a  month. 

What  most  of  these  couples  receive  is  exceedingly  meager.  A  widow  of  a 
social  security  annuitant  currently  receives  an  average  of  only  $67.85  a  month 
and  at  most  only  $80  a  month.  The  loss  of  $20  to  $30  from  this  tiny  sum  as 
the  price  of  remarriage  makes  the  decision  to  remarry  or  not  a  major  financial 
decision  instead  of  simply  a  human  decision  based  upon  affection  and  a  desire 
for  companionship  in  her  remaining  years. 

The  Social  Security  Administration  has  acknowledged  that  the  change  in 
our  social  security  law  embodied  in  S.  1125  would  involve  additional  costs  that 
would  be  ''very  small,  even  negligible"  in  terms  of  the  entire  system.  The  major 
objection  is  that  a  couple  involving  a  widow  who  remarried  under  the  provi- 
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sious  of  this  proposed  legislation  would  receive  greater  combined  benefits  than 
a  couple  in  which  no  remarriage  was  involve<l. 

This  inequality  in  benefits  is  acknowledged.  But  in  my  opinion  it  would 
not  result  in  a  significant  inequity  under  our  social  security  system.  To  those 
retired  persons  fortunate  enough  to  retain  their  spouses,  the  limited  amount  of 
their  social  security  benefits  is  an  ever-present  fact  of  life  and  often  a  source 
of  legitimate  discontent.  But  these  couples  are  not  forced  to  face  the  acute 
agony  of  choice  that  is  required  by  our  present  law  of  those  who  wish  to  remarry 
after  having  lost  a  spouse. 

It  is  this  agony  of  decision — or  the  no  less  painful  acceptance  of  an  alliance 
not  countenanced  by  our  social  conventions  and  ethical  standards — that,  in 
my  opinion,  gives  the  situation  of  these  couples  its  special  character  justifying 
special  treatment  under  the  law. 

I  do  not  believe  we  have  a  right  to  require  our  elder  citizens  to  pay  this  price 
in  real  sacrifice  of  their  living  standards  or  be  forced  to  live  along  for  the  rest 
of  their  lives.  I  do  not  believe  those  social  security  annuitants  who  have  been 
fortunate  enough  not  to  lose  a  spouse  want  us  to  deny  this  relief  to  the  less 
fortunate  in  this  regard. 

There  is  increasing  understanding,  I  believe,  of  the  special  character  of  this 
problem  and  of  the  need  for  appropriate  and  prompt  relief.  I  have  been  informed 
by  the  Library  of  Congress  that  between  January  1  and  April  15  of  this  year  a 
total  of  42  bills  of  identical  or  similar  nature  have  been  introduced  in  the 
House  and  Senate  to  deal  with  this  problem. 

I  am  especially  happy  that  bills  identical  to  my  H.R.  2465  have  been  intro- 
duced by  Senator  Hartke  and  Senator  Moss  and  by  the  following  Members  of 
the  House  of  Representatives :  Melvin  R.  Laird,  Sam  Gibbons,  Thaddeus  J. 
Dulski,  James  Kee,  Robert  E.  Sweeney,  Charles  H.  Wilson,  Tim  Lee  Carter, 
John  E.  Fogarty,  Augustus  F.  Hawkins,  Abraham  J.  Multer,  Herbert  Tenzer, 
E.  S.  Johnny  Walker,  Robert  L.  Sikes,  Leonard  Farbstein,  Roman  C.  Pucinskl, 
John  J.  Duncan,  Thomas  P.  O'Neill,  James  C.  Corman,  William  T.  Murphy, 
Arnold  Olsen,  Thomas  C.  McGrath.  Ralph  J.  Rivers,  Henry  Helstoski,  D.  R. 
Matthews,  John  Y.  Tunney,  Chet  Holifield,  Spark  M.  Matsunaga,  Philip  J.  Phil- 
bin,  William  D.  Ford,  Michael  A.  Feighan,  John  R.  Hansen,  Ken  W.  Dyal, 
John  A.  Race,  and  Jonathan  B.  Bingham. 

I  am  also  very  gratified  to  report  that  numerous  other  Members  of  the  Con- 
gress have  told  me  that  they  will  support  this  legislation  when  it  comes  to  the 
floor. 

I  cannot  urge  you  too  strongly  to  give  favorable  consideration  to  this  legis- 
lation in  the  interest  of  these  retired  citizens  who  deserve  all  the  peace  and 
happiness  we  can  give  them  in  the  twilight  of  their  lives. 


A  Statement  by  William    Yroman,  President,  Young  Citizens  Council 

A    YOUNG   taxpayer's   VIEW   OF    H.R.  6675 

My  name  is  William  Yroman.  My  residence  is  823  West  Lincoln  Highway  in 
De  Kalb,  111.  I  hold  the  office  of  president  of  and  am  testifying  for  the  Young 
Citizens  Council.  It  was  incorporated  in  Illinois  during  February  1965.  Our 
first  corporate  meeting  was  held  on  April  28,  1965.  Prof.  F.  G.  Dickinson  is  our 
adviser  and  mentor. 

The  goal  of  the  Young  Citizens  Council  is  to  help  in  the  nonpartisan  struggle 
to  educate  the  American  people  to  the  implications  of  shifting  the  tax  burden 
every  payday  to  the  young,  and  especially  to  help  in  the  struggle  to  freeze  social 
security  taxes  on  the  young.  I  am  age  25  and  have  the  viewpoint  of  a  young  man. 

Since  our  formation  we  have  received  publicity  and  mail  from  as  far  away 
as  Massachusetts,  New  York,  Nebraska,  and  Tennessee.  We  are  now  corre- 
sponding to  start  chapters  in  those  States.  Contributions  to  our  financial  base 
have  come  from  the  very  wealthy  and  the  very  poor,  from  the  very  young,  and 
the  very  old. 

We  do  not,  gentlemen,  wish  to  appear  selfish  in  our  concern  for  the  young. 
We  fully  acknowledge  the  plight  of  other  groups  of  our  population.  But  we  feel 
that  the  young  have  been  taken  to  the  cleaners  as  a  group  to  pay  for  the  wind- 
fall benefits  to  the  rich  old. 

As  an  example,  please  look  at  table  1  on  page  252  of  the  report  of  the  Commit- 
tee on  Ways  and  Means.   Table  1  shows  the  burden  which  has  been  shifted  right 
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to  the  young's  shoulders.  Of  the  $140  billion  needed  to  take  care  of  all  indi- 
viduals over  the  age  of  50  years  until  they  die,  only  $7  billion  will  be  prepayed— 
thus  making  a  $133  billion  windfall.  Those  people  in  the  limelight  of  life  (50 
to  65  years),  and  in  higher  salary  brackets,  will  pay  the  $7  billion  and  get  $105 
billion  in  return. 


Relative  hospital  benefit  cost  and  taxes  paid  under  H.R.  6675,  ty  selected  agt 
groups  over  50  years  of  age 


Cost  of 
providing 

hospital 
benefits  to 

selected 
age  group 

Taxes  paid 
by  selected 
age  group 

Cost  younger 
workers  are 
required  to 
pay  to  pro- 
vide benefits 
to  selected 
age  group 

(1)  Individuals  65  or  over  on  Jan.  1, 1966    

(2)  Individuals  between  60  and  65  on  Jan.  1, 1966  

(3)  Individuals  between  60  and  60  on  Jan.  1,  1966  

(4)  AU  individuals  50  or  over  on  Jan.  1, 1966  ((1)  through  (3) 

above)      

$35 
25 
80 

$1 
6 

$35 
24 
74 

140 

7 

133 

From  this  table  we  can  see  that  today's  young  will  have  to  pay  the  bill — 
unless  we,  in  turn,  stick  the  next  generation  and  I  do  not  believe  we  will. 
Implicit  in  the  statement  is  the  fact  that  we  will  overpay  for  our  own  benefits. 

Under  new  bill  H.R.  6675,  employee-employer  retirement  contributions  for 
the  18-year-old,  at  4%  percent  compound  interest,  would  total  $84,300.  Includ- 
ing the  7-percent  increase  in  benefits  for  which  H.R.  6675  provides  the  total 
cash  benefits  this  work  could  actually  collect  after  age  65  is  $25,802.  This  sum 
would  allow  a  young  man  to  pay  an  annuity  from  a  private  insurer  which  would 
give  him  $634  per  month  for  life.  Under  social  security  the  maximum  allow- 
able is  $312  per  month  for  life. 

In  many  cases  old  age  has  been  unkind  to  the  over-65  group.  Either  sickness 
or  financial  woes  late  in  life  have  left  them  near  penniless  in  a  nonearning  part 
of  their  life.  iThis  destitute  condition  should  not  be  allowed  to  exist  in  America. 
We  advocate  complete  care  of  these  people  at  the  expense  of  the  working  and 
hardy  members  of  society. 

We  do  not  subscribe,  however,  to  the  flagrant  waste  of  worker's  money  to  sup- 
port those  fully  capable  of  supporting  themselves.  We  will  leave  it  to  other 
groups  to  supply  statistics  on  this  theme.  Whether  only  25  or  50  percent  of  the 
people  reaching  65  need  assistance  is  not  the  question.  The  important  feature 
is  that  H.R.  6675  does  not  take  this  fact  into  consideration.  By  not  acknowl- 
edging this  you  are  committing  an  act  of  immorality.  Immoral  in  what  sense? 
When  something  is  taken  forcible,  as  are  taxes,  and  then  waste  ensues — this  is 
immorality  in  the  strongest  terms. 

The  remedy  is  simple.  It  involves  adjusting  the  tax  rates,  invoking  a  means 
test,  and  not  jeopardizing  social  security  with  giveaway  programs  like  H.R.  6675. 
The  most  important  change  which  is  required  is,  a  change  in  the  concept  of  a 
flat  tax  rate  on  every  working  person  in  the  society.  We  feel  there  are  equitable 
methods  of  taxing  for  a  program  like  social  security. 

Private  insurers  recognize  the  fact  that  when  a  person  is  young  he  is  less 
susceptible  for  sickness.  Accordingly,  his  rates  are  initially  smaller,  then  they 
increase  as  he  progresses  through  the  years.  This  is  equitable  and  just.  Seldom 
does  a  man  grossly  overpay  a  private  insurer. 

When  a  young  man  is  in  the  early  adult  years  of  life  he  is  struggling  for  his 
place  in  the  sun.  He  is  trying  to  provide  enough  money  for  food  on  the  table 
each  day,  shoes  for  the  baby,  payments  on  the  house,  plus  trying  to  save  a  little 
for  the  children's  education  and  old  age.    There  is  not  much  left  after. 

As  he  gets  older,  hard  work  has  increased  his  salary  thus  edging  him  away 
from  the  brink  of  bankruptcy.  He  successfully  gets  his  children  through  school 
and  is  able  to  put  a  larger  portion  of  his  salary  in  the  bank.  Why?  Because 
there  isn't  that  extra  pair  of  shoes  to  buy,  and  the  last  payments  on  the  house 
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iave  been  or  will  be  paid  shortly.  Now  he  and  his  wnfe  begin  looking  forward 
to  retirement. 

To  account  for  these  facts,  gentlemen,  we  advocate  a  holding  of  the  tax  rates 
on  the  young.    The  following  schedule  will  picture  a  stairstep  formula  for  you. 


The  stairstep  formula 


Age 

Tax  rate 
(percent) 

Tax  base 
(1966) 

Under  age  35. _      _      _  .              .   .  .     _    . 

2 

$5, 600 
5,  600 
5,600 

Ages  35  to  50  

4 

Ages  50  to  66   --   

6 

We  believe  this  will  provide  suflBcient  revenue  for  the  program.  There  will 
be  less  incentive  to  give  windfall,  "waste"  benefits  to  woo  voters.  It  will  provide 
an  equitable  system  under  w^hich  social  security  might  work  for  many  years 
to  come. 

I  have  delayed,  to  this  point,  reiterating  part  of  Dr.  Dickinson's  testimony — 
the  important  theory  which  deals  with  the  inexorable  tide  of  social  evolu- 
tion. I  have  supreme  confidence  in  the  coming  "younging  of  the  elec- 
torate." This  confidence  urges  the  feeling  that  social  security  and  welfare 
schemes  for  the  rich  and  middle  income  old  will  all  be  set  aside  by  the  elected 
oflficials  of  the  populace — or  they  will  be  voted  out  of  oflQce. 

We  advocate,  as  I  mentioned  earlier,  taking  care  of  the  old  via  a  program 
as  social  security.  But  a  rising  tide,  gentlemen,  angered  by  inequities  does 
not  often  stop  at  correcting  deficiencies.  The  stop,  as  you  know,  seldom  occurs 
before  the  total  destruction  of  the  inequitable  system. 

You  wouldn't  want  to  be  guilty  of  f  ormenting  such  a  catastrophe ;  I  wouldn't 
want  to  be  part  of  such  an  action.  But  you  will  be  and  I  will  be  unless  you 
modify  this  law  and  redesign  social  security  to  be  moral  and  equitable. 


Statement  by  Feank  G.  DicKiNSoisr,  on  Behau  of  the  Young  Citizens  Council 

OF  De  Kalb,  III. 

the  present  position  of  social  segueity  in  social  evolution 
Preamlyle 

My  name  is  Frank  G.  Dickinson.  My  ofl3ce  address  is  Department  of  Econom- 
ics, Northern  Illinois  University ;  my  residence  address  is  De  Kalb,  111.  Ob- 
viously, I  cannot  testify  for  a  university.  These  ideas  are  my  own.  My  state- 
ment is  made  on  behalf  of  the  Young  Citizens  Council  of  De  Kalb,  111.,  a  new 
organization  chartered  February  24  under  the  "General  Not  for  Profit  Corpora- 
tion Act"  of  Illinois.  With  me  is  H.  William  Vroman,  one  of  my  graduate  students 
at  Northern  Illinois  University,  De  Kalb,  111.,  who  is  the  first  president  of  the 
newly  organized  Young  Citizens  Council.  Mr.  Vroman's  statement  will  explore 
some  of  the  obvious  ways  in  which  this  measure  exploits  the  young ;  and  tell  you 
about  their  new  organization. 

I  have  testified  on  pension  questions  during  the  past  10  years  several  times 
before  the  House  Ways  and  Means  Committee ;  and  before  this  committee  on 
H.R.  10  (June  18, 1959,  when  I  suggested  alternate  limits  for  the  pension  set-aside 
for  the  self-employed  of  1  percent  or  $1  a  day).  Today,  I  hope  to  help 
the  members  of  this  important  committee,  of  which  both  Senators  from 
Illinois  are  members,  strengthen  social  security  and  understand  the  importance 
of  amending  this  measure  to  make  it  fair  to  the  young.  I  shall  stress  taxes 
and  not  benefits.  I  shall  stress  the  stake  of  the  young  in  this  bill. 

I  propose,  with  the  consent  of  the  chairman,  to  shorten  my  usual  lengthy 
presentation  by  asking  the  chairman  to  allow  me  at  certain  points  in  my  testi- 
mony to  summarize  certain  of  my  more  than  a  score  of  published  items — only  my 
own  studies  will  be  featured  because  this  is  my  testimony — on  pension  questions 
by  inserting  in  the  record  of  these  hearings  the  full  text  of  these  items  without 
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reading  the  entire  text  of  each ;  nor  the  long  footnote  listing  them.  Mr.  Chair- 
man, I  trust  that  you  will  include  those  four  items  in  the  record  of  these  hear- 
ings/ (The  attachments  referred  to  were  too  voluminous  for  printing  in  this 
record  and  were  made  a  part  of  the  Committee  files. ) 


1 1  shall  refer  you  to  the  following  of  my  published  items  ;  some  of  these,  but  not  all,  I 
ask  to  be  placed  in  the  record  : 

(a)  "The  Social  Security  Principle."  Journal  of  Insurance,  December  1960.  I  ex- 
plained that  the  social  security  principle  was  the  principle  of  fraternal  assessment  insur- 
ance, popular  at  the  turn  of  the  century.  I  contended  that  the  OASI  Trust  Fund  had 
degenerated  into  a  claims  fluctuation  fund  and  that  only  4  percent  to  5  percent  of  the 
pension  benefits  had  been  prepaid  in  retrospect  at  the  time  the  individual  entered  on  his 
OASI  pension,  and  that  the  OASI  Trust  Fund  no  longer  could  pay  the  benefits  of  the 
next  26  years.  The  lesson  from  the  fraternal  experience  was  that  to  protect  OASI  from 
such  a  fate,  there  should  be  three  stairsteps  in  the  OASI  taxes — under  age  32,  age  32-46, 
age  47  and  over.  This  first  article  in  the  series  was  reprinted  in  the  hearings  before  the 
Committee  on  Ways  and  Means  on  H.R.  4222  (Aug.  1,  1961)  in  my  testimony  of  39 
pages,  1256-1294.    Hence,  there  is  no  need  to  reprint  this  first  article  again. 

(6)  Thus  OASI  resembles  OAA  to  the  extent  of  about  95  percent.  According  to  pages 
69,  70,  and  71  of  "Social  Security  After  IS  Years,"  a  staff  report  to  Hon.  Carl  T.  Curtis, 
chairman.  Subcommittee  on  Social  Security,  Committee  on  Ways  and  Means,  House  of 
Representatives,  1954,  the  unprepaid  portion  of  OASI  benefits  was  98  percent  at  the  end 
of  1952  ;  if  employer  contributions  were  included,  96  percent.  In  my  opinion,  the  com- 
mittee should  bring  the  Curtis  study  down  to  date.  Second,  a  letter  dated  September  22, 
1964  from  Robert  J.  Myers,  Chief  Actuary  of  the  Social  Security  Administration,  in- 
cluded a  manual  entitled  "Work  Book — Basic  Training  Course  for  Technical  Employees, 
Office  of  Employee  Development,  Division  of  Management,"  in  which  Mr.  Myers  indicated 
(on  p.  44)  that  in  1963  that  *  *  for  those  now  on  the  rolls  it  is  likely  that  they  would 
have  paid,  at  most,  for  about  10  percent  of  the  benefits  actually  payable  to  them."  This 
indicates  a  current  upper  limit  of  10  percent  prepaid.  (I  have  exchanged  a  number  of 
letters  with  Mr.  Myers.)  According  to  my  computations,  only  about  5  percent  of  the 
benefits  have  been  paid  on  date  of  retirement.  The  Curtis  type  study  and  the  Myers' 
"upper  limit"  study  should  be  updated  for  students  as  well  as  the  Members  of  the  Con- 
gress. Under  the  proposed  bill  the  percentage  of  public  charity  (or  "social"  charity)  will 
rise  above  95  percent  for  those  of  us  already  past  65  years  of  age. 

(c)  My  first  article  was,  in  turn,  criticized  in  the  Journal  of  Insurance,  June  1961,  by 
three  actuaries  (W.  R.  Williamson,  Ray  M.  Peterson,  and  Robert  J.  Myers),  with  my 
rebuttal.  This  item  was  also  reprinted  in  my  testimony  on  H.R.  4222  and  will  not  be 
among  the  items  I  am  asking  to  be  inserted  in  the  hearings  today. 

id)  My  discovery  of  "The  Century  Cycle"  was  announced  in  a  28-page  article  under 
that  title  repi'inted  from  The  Proceedings,  1963-64  of  the  Conference  of  Actuaries  in 
Public  Practice,  pages  365-392.  (This  article  is  actually  taken  from  the  manuscript  of 
my  forthcoming  book  entitled,  "Time  and  Man  ;  The  Revolt  of  the  Young  in  the  Century 
Cycle.")  Briefly,  "The  Century  Cycle"  refers  to  the  fact  that  the  percentage  of  voters 
aged  50  and  over  in  the  United  States  has  risen  from  about  25  percent  in  1900  to  the 
century  peak  of  about  42  percent  in  1964,  and  will  return  to  25  percent  again  in  the  year 
2000.  The  percentage  of  adults  50  years  of  age  and  over  in  1964  was  close  to  40  percent 
whereas  the  percentage  of  voters  was  about  42  percent.  This  difference  results  from  a 
preponderance  of  young  adults  among  the  adults  who  are  ineligible  to  vote — the  aliens, 
the  persons  made  ineligible  by  change  of  residence,  etc.  In  my  testimony,  I  shall  comment 
on  the  28-page  reprint  and  ask  that  it  be  included  in  the  hearings  today.  It  is  basic  to 
my  testimony. 

(e)  I  also  ask  to  have  reprinted  in  the  hearings  today  a  four-page  item  also  entitled 
"The  Century  Cycle."  It  is  largely  excerpts  from  the  28-page  article  of  the  same  title  ; 
it  was  prepared  by  the  editors  of  The  Spectator,  a  well-known  insurance  journal  since 
1869,  published  in  Philadelphia.  I  have  attached  to  the  four-pager  a  single  sheet  in  the 
form  of  a  letter  on  the  subject,  "The  Road  Ahead  ;"  this  one-page  letter  is  dated  Thanks- 
giving Day  1964  ;  it  is,  therefore,  a  sort  of  appendix  to  the  four-pager. 

if)  I  exchanged  some  correspondence  with  Hon.  Wilbur  D.  Mills,  chairman.  House 
Committee  on  Ways  and  Means.  The  letters  from  Mr.  Mills  are  dated  February  10  and 
April  26.  My  reply  to  Mr.  Mills  is  dated  Sunday,  Fe'Tuary  14  ;  it  runs  about  4%  type- 
written double-spaced  pages  (large  type)  and  is  divided  into  three  parts  :  the  impractical, 
the  practical,  and  the  very  practical.  These  three  parts  summarize  the  ideas  mentioned 
above  and  lay  stress  on  the  need  to  strengthen  social  security  and  lessen  the  burden  of 
social  security  taxes  on  the  young,  say,  those  under  age  35.  This  exchange  of  letters  is 
set  forth  in  the  text  of  my  testimony  today.  It  summarizes  the  testimony  I  wanted  to 
give  before  the  House  Ways  and  Means  Committee. 

(g)  All  persons  hope  and  some  actually  expect  length  of  life  measured  from  birth  to 
increase  as  rapidly  during  the  second  half  of  the  20th  century  as  it  did  during  the  first 
half.  Unfortunately,  that  expectation  is  not  supported  by  the  population  mortality  tables 
from  1950  through  1963.  The  three  opening  paragraphs  of  my  article,  "The  Century 
Cycle" — which  I  requested  in  footnote  (d)  above  be  inserted  in  the  record  of  today's 
hearings — suggest  that  the  gain  in  the  second  half  of  the  20th  century  will  be  only  7  years 
as  compared  with  almost  21  years  in  the  first  half  of  the  century.  I  hope  these  three 
paragraphs  will  suffice  to  eliminate  any  notion  that  the  rapid  gains  of  the  past  will  be 
continued  in  the  future.  Upon  request.  I  would  be  glad  to  furnish  any  member  of  the 
committee  with  a  copy  of  the  article  referred  to  in  the  first  paragraph  of  "The  Century 
Cycle,"  which  was  also  presented  before  the  Conference  of  Actuaries  in  Public  Practice, 
but  in  1959.  I  doubt  that  the  detail  is  sufficiently  important  to  warrant  the  insertion  of 
my  1959  paper,  "The  Threescore-Year-and-Ten  Plateau,"  as  the  committee  probably  realizes 
that  gains  in  the  expectation  of  life  at  birth  will  be  very  modest  during  the  third  third 
of  this  century.  An  era  has  ended,  making  the  first  half  of  this  century  perhaps  mankind's 
greatest  half  century.  We  cannot  attain,  for  example,  a  negative  rate  of  infant  mortality 
to  duplicate  the  decline  percentagewise  of  the  first  half  of  this  century. 

(h)  A  new  organization  in  Dekalb.  111.,  the  l^oung  Citizens  Council,  was  chartered 
recently  by  the  State  of  Illinois  under  the  General  Not-For-Profit  Corporation  Act — charter 
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After  tMs  long  footnote,  I  return  to  the  text  of  my  testimony  under  the  title, 
"The  Present  Position  of  Social  Security  in  Social  Evolution."  I  will  first 
review  the  four  pages  of  testimony  I  wanted  to  present  to  the  House  Ways  and 
Means  Committee.  Mr.  Chairman,  will  you  please  distribute  to  the  committee 
at  this  time  the  exchange  of  letters  with  Hon.  Wilbur  D.  Mills?  I  shall  read 
and  comment  on  my  reply  of  February  14. 

February  10, 1965. 

Dear  Professor  Dickinson  :  If  you  would  make  available  to  me  the  four-page 
letter  to  which  you  referred  in  your  letter  of  February  G,  I  shall  make  every  effort 
to  have  it  presented  to  the  committee  during  the  current  executive  sessions 
on  H.R.  1. 

With  kindest  personal  regards  and  best  wishes,  I  am, 
Sincerely  yours, 

Wilbur  D.  Mills, 
Chairman,  Committee  on  Ways  and  Means, 

House  of  Representatives. 


No.  290  dated  Feb.  24,  1965.  The  officers  of  this  new  organization  are  three  students 
at  Northern  Illinois  University  :  H.  William  Vroman,  president ;  Donald  Udstuen,  first 
vice  president,  and  Wesley  Johnston,  secretary-treasurer.  I  have  been  asked  to  serve  as 
the  advisor  for  the  Young  Citizens  Council.  Mr.  Vroman  and  I  appear  here  today  before 
the  Senate  Committee  on  Finance  as  representatives  of  this  new  organization.  The  pur- 
poses of  the  Young  Citizens  Council  are  set  forth  in  two  items  which  I  wish  to  place  in  the 
record  today  :  first,  my  letter  to  Mr.  Vroman  of  March  26  ;  second,  an  editorial  of  Wednes- 
day, April  27,  "Young  Citizens  Rebel,"  in  the  Chicago  Tribune. 

(i)  I  would  also  like  to  call  attention  to  the  editorial,  "Robbing  the  Young  To  Pay  the 
Old,"  by  Charles  B.  Shuman,  president  of  the  American  Farm  Bureau  Federation,  in  the 
March  1965  issue  of  Nation's  Agriculture.  Since  Hon.  Charlotte  T.  Reid,  Member  of 
Congress,  the  Representative  from  our  district,  has  already  inserted  this  editorial  in  the 
Congressional  Record  (March  22,  p.  A1314),  I  shall  not  ask  that  it  be  made  a  part  of  the 
record  of  the  hearings  today. 

(/)  The  change  in  the  age  distribution  of  voters  during  this  century  is  due  to  four 
factors  :  changes  in  birth  rates,  changes  in  immigration  and  emigration,  and  changes  in 
the  length  of  life  (mortality)  ;  the  fourth,  the  changes  in  the  proportion  of  the  adults  in- 
eligible to  vote,  affects  changes  in  the  percentage  of  older  and  younger  voters  but  not 
younger  and  older  adults.  No  attempt  will  be  made  in  this  testimony  to  treat  these  four 
factors  separately.  For  example,  expectation  of  life  at  birth,  sometimes  called  average 
length  of  life  from  birth,  has  remained  almost  stationary  around  70  years  for  the  past 
decade.  As  noted,  some  of  us  doubt  that  it  will  exceed  75  years  by  the  end  of  the  20th 
century.  We  surmise  from  the  available  data,  that  the  proportion  of  voters  aged  50  and 
over  w'as  25  percent  in  1900,  hit  the  century's  peak  of  42  percent  in  1964,  from  which  it 
will  steadily  recede  to  25  percent  again  at  the  end  of  the  20th  century.  (Those  under 
age  50  are  called  herein  young  voters  or  merely,  the  young.)  This  is  what  we  mean  by 
"The  Century  Cycle."  but  we  shall  omit  the  statistical  evidence. 

(it)  In  the  text  I  have  made  frequent  reference  to  the  term  "the  younging  of  the  elec- 
torates." I  am  sure  you  will  not  find  the  word  "younging"  in  your  dictionary  but  you 
will  find  the  opposite,  "aging,"  in  any  large  dictionary.  I  thought  I  should  offer  the  com- 
mittee the  first  article  I  wrote  (in  1958)  in  which  I  coined  this  term  "younging."  It  was 
the  result  of  4  months  study  in  Australia  and  New  Zealand  and  refers  mostly  but  not 
entirely  to  those  two  countries.  At  that  time  I  thought  that  the  changeover  from  the 
aging  to  the  younging  of  the  electorate  would  take  place  in  New  Zealand  in  1962.  On  the 
basis  of  later,  detailed  data  furnished  me  by  a  former  Prime  Minister,  the  careful  computa- 
tions of  the  government  statistician  of  New  Zealand  show  that  the  proper  year  was  1964 
instead  of  1962,  as  I  showed  in  this  eight-page  article  which  I  would  like  to  have  inserted 
in  the  record.  I  daresay  that  anyone  who  wishes  to  study  this  important  change  which 
is  now  coming  in  Western  nations  would  do  well  to  start  with  this  1958  publication.  It 
also  includes  an  editorial  of  the  same  title.  In  fact,  I  would  say  that  anyone  who  wants 
to  look  clearly  into  the  dynamics  of  social  change  among  Western  nation's  would  do  well 
to  watch  Australia  and  New  Zealand. 

As  noted  elsewhere,  the  changeover  from  an  aging  to  a  younging  electorate  will  not  come 
in  the  United  Kingdom  and  Sweden  before  about  1980.  Hence,  according  to  my  reason- 
ing, the  "welfare  state"  trends  will  continue  in  these  two  countries  until  around  1980.  So 
I  would  like  to  have  this  short  article  of  eight  pages  inserted  into  the  record  in  the  hope 
that  it  may  add  to  the  knowledge  of  the  members  of  the  committee  and  other  Members 
of  the  Congress  who  are  called  upon  to  judge  some  of  these  great  changes  in  social 
evolution. 

I  readily  grant  that  some  of  my  concepts  about  social  evolution  are  result  of  reading 
the  many  writings  of  Thorstein  Veblen  who  died  in  1929.  (I  think  it  likely  that  the 
.iunior  Senator  from  Illinois  might  have  known  Professor  Veblen  personally;  I  did  not.) 
He  had  a  reputation  of  being  a  rather  cantankerous  economist  but  his  writings  on  social 
evolution  are  among  the  best.  I  daresay  that  he  had  a  better  understanding  of  the 
implications  of  Charles  Darwin's,  "The  Origin  of  the  Species,"  and  his  fundamentardoctrine 
of  evolution  than  did  any  other  social  scientist ;  also  Veblen  accomplished  more  than  any 
other  economist  in  applying  the  Darwinian  Theory  of  Evolution  to  the  social  sciences.  I 
am  especially  indebted  to  Veblen  for  pointing  out  again  and  again  that  every  stage  in 
social  evolution  begins  and  ends.  It  is  my  belief  that  one  stage  in  social  evolution,  the 
aging  of  the  electorate,  is  now  in  the  process  of  ending  in  Western  countries.  Secondly. 
I  am  of  the  opinion  that  it  was  the  aging  of  electorates  which  largely  accounted  for  the 
widespread  acceptance  of  "welfare  state"  ideas  among  the  Western  countries  in  the  20th 
century,  particularly  in  the  second  third  of  the  20th  century. 

(I)  To  summarize  this  long  footnote — I  am  asking  that  the  record  of  these  hearings 
include  four  of  my  published  articles  described  in  footnotes  :  (d)  "The  Ceuturv  Cycle" 
of  28  pages  ;  (e)  the  five  pages,  the  short  version  of  "The  Century  Cycle"  ;  (h)  mv'letter  to 
the  new  Y'oung  Citizens  Council  and  the  editorial  about  its  birth  in  the  Chicago  Tribune 
of  Apr.  7,  and  (k)  my  1958  article  of  8  pages,  "The  Younging  of  Electorates." 
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Northern  Illinois  Universitt, 

De  Kail),  III,  February  I4,  1965. 

Hon.  Wilbur  D.  Mills, 

Chairman,  House  Committee  on  Ways  and  Cleans, 
House  Office  Buildinff,  Washington,  D.C. 

Dear  Mr.  Mills:  Thank  you  for  your  reply  of  February  10.  I  trust  that 
reading  aloud  these  four  pages  will  prove  valuable  to  the  committee  members. 

My  statement  is  divided  into  three  parts :  the  impractical,  the  practical,  and 
the  very  practical. 
Cordially, 

Frank  G.  Dickinson,  Professor. 


Aprel  26, 1965. 

Dear  Dr.  Dickinson  :  In  reference  to  your  telegram,  generally  speaking  I  do 
not  insert  in  the  record  statements  submitted  on  subjects  pending  before  the 
Committee  on  Ways  and  Means.  I  am  sure  you  can  understand  the  reasons  for 
my  policy  on  this,  since  presumably  there  would  be  many  people  who  would  like 
such  statements  inserted  in  the  record. 

If,  as  you  indicate  in  your  telegram,  Mrs.  Reid  should  desire  to  insert  your 
letter  in  the  record,  this  would  be  perfectly  all  right  with  me. 
Sincerely  yours, 

Wilbur  D.  Mills, 
Chairman,  House  Committee  on  Ways  and  Means, 

House  of  Representatives. 

The  impractical 

In  my  last  appearance  before  the  Committee  on  Social  Security  Amendments 
(H.R.  4222,  August  1,  1961)  I  said  at  the  very  end  of  my  remarks  (39  pages, 
vol.  2,  p.  1294)  :  "God  willing,  if  I  should  live  to  be  old  enough  to  get  my  OASI 
checks,  I  will  keep  only  the  January  check ;  for  that  is  about  what  my  employer 
and  I  have  prepaid.  The  other  11  monthly  checks,  I  will  give  to  youngsters  who 
must  pay  for  my  benefits.  If  some  great  catastrophe  should  pauperize  me,  I  will 
use  as  many  of  the  other  11  checks  as  my  circumstances  require,  and  be  grate- 
ful for  them  as  public  charity."  This  is  what  I  meant  then  and  mean  now  by  a 
friendly  attitude  toward  social  security  coupled  with  a  reasonable  standard  of 
social  morality  in  an  era  of  the  aging  of  the  electorates,  which  is  now  ending. 

Some  of  you  may  possibly  recall  that  in  1954  I  issued  a  call  for  a  society  of 
"go-givers"  who  would  agree  to  refrain  from  accepting  OASI  pensions  in  excess  of 
the  amount  the  individual  and  his  employers  had  prepaid.  I  did  not  get  much  of 
a  response  to  that  appeal.  So  I  am  calling  this  first  part  of  my  remarks,  "the 
impractical." 

Now  you  propose  to  increase  my  social  security  pension  by  about  $7  a  month. 
I  expect  to  retire  from  teaching  on  September  1,  1967,  at  which  time  I  will  be 
eligible  to  receive  my  OASI  benefits.  I  shall  apply  the  same  rule  to  this  extra  $7. 

Now  you  also  propose  to  offer  me  certain  types  of  hospital  care  and  nursing 
home  care  which  have  been  estimated  to  pay,  on  the  average,  something  like  28 
percent  of  the  health  cost  of  a  person  65  years  of  age.  This  is  a  nontransferable 
service  benefit.  I  will  pay  nothing  toward  the  cost.  I  can,  of  course,  give  away 
$3,000  a  year  for  10  years  as  penance.  (I  started  last  year.)  Unless  I  become 
one  of  the  truly  needy  old,  I  shall  not  accept  such  service  benefits.  Also,  I  will 
not  stain  the  word  "insurance"  by  calling  such  a  promise  insurance.  This  is 
another  tax-welfare  program,  not  an  insurance  program. 

In  passing,  let  me  admit  that  Congress  has  a  perfect  right,  of  course,  to  lend 
any  name  that  it  wishes  to  legislation,  and  will  frequently  choose  words  that 
have  the  greatest  selling  appeal.  I  do  not  have  the  advantage  of  a  retrospective 
view  which  an  economist  would  have  in  the  next  century.  He  could  then  look 
back,  particularly  at  the  middle  third  of  the  20th  century,  and  might  then  con- 
clude that  it  was  wise  to  call  such  a  tax-welfare  program  (now  about  95  percent 
public  charity),  "insurance,"  in  order  to  get  the  proud  American  people  to  accept 
the  nonprepaid  benefits.  I  admit  that,  in  retrospect,  an  improper  label  for 
legislation  sometimes  seems  wise.  The  middle  third  of  our  century  did  witness 
probably  the  most  rapid  aging  of  any  population  in  history.  On  the  other  hand, 
the  greatest  relative  gain  in  affluence  came  during  this  middle  third  to  those  now 
in  the  age  group  65  to  75  or  80. 

The  practical 

Now  for  the  practical.  An  individual  cannot  grow  younger,  but  our  Nation  is 
growing  younger.    We  have  just  passed  the  peak  of  the  century  cycle  in  the  pro- 
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portion  of  older  voters — aged  50  and  over — at  about  42  percent.  At  both  the 
beginning  and  the  end  of  the  20th  century  the  proportion  was  and  will  be  a 
modest  25  percent.^  This  downswing  will  be  a  practical  discovery  for  political 
leaders — and  for  preachers,  physicians,  philosophers ;  even  poets  and  economists. 
Dr.  Townsend  and  J.  M.  Keynes  will  be  out  of  style  in  the  third  third  of  our 
century.    The  young  will  be  in  the  driver's  seat  within  less  than  a  decade. 

All  we  know  about  social  evolution  is  that  every  stage  begins  and  every  stage 
ends.  The  central  force  that  produced  what  the  British  like  to  call  the  welfare 
state  in  the  second  third  of  the  20th  century  in  Western  nations  was  primarily 
the  aging  of  the  electorate. 

I  admit  that  prophecy  is  still  an  exclusively  divine  gift.  But  I  think  there 
are  some  things  that  we  can  say  about  the  third  third  of  the  century  which,  if 
not  completely  realized,  will,  nevertheless,  be  of  great  practical  value  to  our 
political  leaders  today. 

First,  I  doubt  very  much  that  it  will  be  a  third  of  a  century  in  which  the 
Federal  budget  will  be  unbalanced  in  three-fourths  of  the  years.  I  do  not  think 
you  should  look  forward  to  the  third  third  of  the  century  as  an  era  in  which  it 
will  be  unpopular  for  political  leaders  to  balance  the  budget  and  pay  off  some 
of  the  national  debt. 

Second,  the  young,  as  I  have  known  them  as  an  old  teacher,  do  not  want  to  live 
in  a  riskless  society.  Youth  is  a  bit  reckless ;  the  young  do  like  to  take  some 
chances.  They  are  not  stupid,  unable  to  detect  being  exploited.  All  of  the 
young  do  not  have  poor  grandmothers  and  poor  grandfathers  that  must  be  looked 
after ;  and  all  of  the  old  do  not  have  grandchildren.  So  as  the  young  come  to 
rule,  they  w^ill  surely  annihilate  the  welfare  state  concept  which  has  developed 
•during  the  second  third  of  the  20th  century  for  the  basic  reason  I  set  forth  above, 
the  aging  of  the  electorate.    The  welfare  engine  is  now  in  reverse  gear. 

Third,  a  similar  switchover  from  the  aging  to  the  younging  of  the  electorate 
will  not  come  in  the  United  Kingdom,  Sweden,  and  other  nations  until  around 
1980.  Hence  those  countries  provide  us  with  no  harbingers  of  our  own  future. 
Those  nations  will  and  must  continue  their  welfare  state  era  until  1980.  Only 
Australia,  in  which  the  younging  of  the  electorate  has  already  started  gives  us  a 
sense  of  history.  The  welfare  state  wings  of  the  labor  parties  down  under  are 
■slowly  fading. 

Fourth,  just  consider  the  increase  in  the  number  of  persons  reaching  age  21  in 
each  calender  year  in  the  United  States — from  2.2  million  in  1960,  2.8  million  in 
1965,  3.5  million  in  1970,  3.9  million  in  1975,  and  to  over  4  million  in  1980  and 
1985. 

TJiOTStein  Vehlen 

I  admit  to  students  of  economics  that  I  am  indebted  to  Thorstein  Veblen  for 
some  of  these  ideas  on  social  evolution.  Starting  at  the  turn  of  the  century,  he 
taught  us  more  clearly  than  perhaps  any  other  institutional  economist  that  social 
evolution  is  continuous,  that  any  two-step  concept  such  as  Karl  Marx  suggested 
in  the  rule  first  of  the  bourgeoisie  followed  by  the  rule  of  the  proletariat  is  an 
inaccurate  presentation  of  social  evolution,  because  every  stage  in  social  evolu- 
tion begins  and  ends.  One  stage  is  ending  now.  Again,  it  is  my  hope,  gentle- 
men, that  this  reference  to  the  permanence  of  social  evolution  will  help  to  guide 
you  out  of  the  second  third  into  the  third  third  of  the  20th  century. 

My  principal  hope  is  that  the  switchover  or  switchback  from  an  aging  electorate 
to  a  younging  electorate,  which  has  never  occurred  before  in  the  history  of  the 
world,  will  encounter  the  least  possible  amount  of  confusion,  the  least  possible 
rigors  of  a  class  struggle,  and  the  gentlest  of  relationships  between  the  old  and 
the  young.  The  time  has  gone  by  for  us  to  still  think  in  terms  of  giving  a  lot  of 
money  to  the  old  people  like  myself,  and  the  rich  old,  by  taking  it  out  of  the 
pockets  of  the  young  through  OASI,  Federal  deficits,  and  lower  taxes.  These  are 
correctly  called  transfer  payments  from  the  young  to  the  old.  They  take  place 
«very  payday,  not  during  some  ill-defined  generation.   It  is  somewhat  like  taking 


2  I  can  furnish  you,  Mr.  Mills,  with  the  necessary  tables  derived  from  census  data.  The 
voters  who  will  become  eligible  to  vote  at  age  21  in  the  year  2000  will,  of  course,  be  the 
survivors  of  the  babies  born  in  1979.  The  brandnew  voters  attaining  age  21  in  the  year 
1985  were  born  in  1964  ;  they  have  all  been  counted.  So  the  proportion  of  older  voters 
will  definitely  be  declining  between  now  and  1985.  This  downward  trend  in  the  pro- 
portion of  older  voters  will,  I  believe,  continue  beyond  1985  to  the  end  of  the  century. 
The  females  who  are  going  to  bear  children  in  1965  to  1979  have  alreadv  been  born  and 
counted.  But  we  do  not,  of  course,  know  what  the  birth  rates  will  be  from  1965-79.  My 
forecast  for  2000  assumes  an  average  of  4  to  5  million  births  a  vear  through  1979  The 
number  of  births  in  1965  and  1966  could  fall  below  4:  million. 
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money  out  of  one  pocket  and  putting  it  into  another ;  but,  gentlemen,  they  are 
not  the  same  pair  of  pants. 

The  very  practical 

Last,  the  very  practical.  For  these  reasons,  so  briefly  and  ineptly  stated,  I 
urge  you  to  freeze  social  security  taxes  at  the  present  level  until  the  taxpayer 
attains  age  35,  even  if  a  higher  tax  schedule  is  required  for  those  who  will  pay 
30  or  fewer  years.  He  would  still  have  to  pay  social  security  taxes  many  more 
paydays  than  I  have.  Give  the  young  a  chance.  You  may  need  the  support  in 
the  near  future  of  this  coming  torrential  horde  of  young  voters.  Perhaps  as  the 
years  go  by  some  of  the  members  of  the  committee  will  thank  me  for  the  informa- 
tion in  this  statement. 

Finally,  a  brief  comment.  Inflation  cuts  several  ways.  As  indicated  above,  the 
great  majority  of  the  old  in  the  age  group  65  to  80  are  middle  class.  Inflation 
has  increased  their  current  cost  of  living  (usually  without  dependents),  enabled 
them  to  sell  advantageously  houses  owned  for  30  years,  investments  held  for  20 
years,  etc.  Inflation  has  increased  the  gross  national  product  and  their  share  of 
it.  But  the  transfer  payments  from  the  rich  and  poor  young  to  the  rich,  middle 
income,  and  poor  old  are  independent  of  the  amount  of  GNP— $333  billion,  $666 
billion,  or  (the  automation)  $999  billion.  The  young,  as  always,  will  gladly  help 
the  old  and  the  young  who  are  truly  in  need  regardless  of  inflation,  GNP,  etc. 

My  conclusions 

So  much  for  the  materials  sent  to  the  Honorable  Wilbur  D.  Mills,  chairman 
of  the  House  Ways  and  Means  Committee.    I  now  present  my  conclusions. 

Over  the  years,  my  students  have  told  me  that  when  I  try  to  be  brief  I  tend 
to  be  dogmatic.  But  I  must  take  that  risk  today.  I  have  sought  to  take  the 
committee  today  on  an  excursion  into  the  field  of  social  evolution  and  try  to 
locate  social  security  and  this  particular  bill  in  that  never  ending  process. 
Every  stage  of  social  evolution  begins  and  ends.  One  is  ending  now.  That 
makes  the  answer  to  the  question  posed  by  the  title  of  my  remarks  very  diflftcult 
for  me  and  for  you.  We  live  in  revolutionary  times.  I  cherish  the  hope  that  I 
have  kept  this  discussion  today  on  a  high  plane.  But  the  several  conclusions 
and  the  suggested  amendment  may  seem  dogmatic  to  some  members  of  the  com- 
mittee.   Such  is  not  my  intention. 

My  first  conclusion  is  that  this  bill,  H.R.  6675,  belongs  to  the  second  third  of 
this  century.  Social  evolution  has  passed  over  Dr.  Townsend  and  J.M.  Keynes.. 
This  bill,  in  other  words,  perhaps  fits  the  second  third  and  not  the  third  third 
of  our  century. 

Second,  watch  out  for  the  avalanche  of  the  young  in  the  third  third  of  this 
century.  You  can  keep  out  of  its  way,  but  you  cannot  fight  it.  The  young  will 
rule.  The  young  will  revolt  against  these  huge  transfer  payments  from  the 
rich  and  poor  young  to  the  rich  and  middle-income  old. 

Third,  the  power  to  tax  is  inherent  in  the  sovereignty  of  the  Federal  Gov- 
ernment. It  is  a  sine  qua  non  of  sovereignty.  The  Federal  Government  can 
impose  on  earners  at  all  ages  the  same  rate  of  social  security  taxes.  The 
fraternal  assessment  societies,  popular  at  the  turn  of  the  century,  charged  all 
"brothers  and  sisters  in  the  lodge"  the  same  assessment  rate.  They  had  the 
power  to  make  this  fatal  mistake.  All  of  them  went  bankrupt  except  the  few 
which  saw  the  handwriting  on  the  wall  and  charged  younger  "brothers  and 
sisters"  lower  assessment  rates  than  older  "brothers  and  sisters."  By  that 
change,  a  few  avoided  bankruptcy. 

Fourth,  the  sovereign  power  of  government  cannot  prevent  social  security 
from  going  down  that  same  rocky  road,  because  the  right  of  the  young  to  revolt 
against  these  huge  transfer  payments  from  the  rich  and  poor  young  to  the  rich 
and  middle-income  old  under  uniform  tax  rates,  is  just  as  inherent  in  a 
democratic  society  as  is  the  sovereign  power  to  tax.  The  people  are  the 
sovereigns.  I  beg  you  to  eliminate  this  basic  inequity  of  charging  young 
people  every  payday  as  much  social  security  taxes  as  you  charge  older  workers 
who  will  pay  many  fewer  years. 

Fifth,  social  security  is  not  really  a  system  but  a  series  of  layers  of  benefits 
started  in  1935,  changed  in  1939,  and  six  times  since  then.  Social  security  is 
like  a  series  of  ledges  on  a  hillside.  Trying  to  treat  social  security  as  a  hill  or 
as  a  system  completed  in  a  given  calendar  year  and  referring  to  the  cost  to  the 
available  taxpayer — does  not  exist  except  in  the  Keynesian  wisecrack  that  "in 
the  long  run  we  are  all  dead."    In  any  month,  in  any  year,  there  are  taxpayers 
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at  all  earning  ages.  This  wisecrack  was  the  most  revealing  error  made  by  the 
late  J.  M.  Keynes  (who  was  never  a  professor). 

Sixth,  the  era  of  Dr.  Francis  E.  Townsend  and  J.  M.  Keynes  has  ended.  Dur- 
ing the  third  third  of  the  20th  century,  leaders  will  be  anxious  to  pay  off  the 
Federal  debt,  reduce  the  social  security  taxes  on  the  young  (say,  those  under  35 
years  of  age) ,  and  generally  favor  the  younger  voter. 

Lastly,  gentlemen,  these  are  my  conclusions  from  my  study  of  social  evolution 
and  of  the  implications  of  the  switchback  from  an  aging  electorate,  which 
largely  produced  the  "welfare  state"  trend,  to  the  brandnew  era  of  the  young- 
ing  of  the  electorate.  In  other  words,  gentlemen,  I  believe  that  H.R.  6675 
clearly  belongs  to  the  second  third  of  the  20th  century  and  not  to  the  third 
third.  It  represents  a  look  backward  and  not  forward  in  social  evolution. 
Finally,  as  an  old  teacher,  let  me  venture  the  observation  that  the  young  will 
never  rebel  against  reasonable  provisions  for  the  needy  old  and  the  needy 
young.  The  coming  revolt  of  the  young  will  be  against  the  transfer  payments 
from  the  rich  and  poor  young  to  the  rich  and  middle-income  old;  and  to  the 
mounting  Federal  deficit,  so  popular  in  the  second  third  of  this  peculiar  cen- 
tury. The  transfer  payments  to  which  I  refer  are  made  every  payday  with 
some  adjustments  made  on  April  15. 

Freeze  social  security  taxes  until  age  35 

I  have  made  some  critical  remarks  about  H.R.  6675.  Now  I  will  propose 
an  amendment  which  will  give  you  a  chance  to  criticize  me.  First,  let  me 
apologize  if  any  of  my  criticisms  are  overly  sharp.  I  mean  to  help  you 
strengthen  social  security,  not  weaken  it.  Its  friends  are  far  too  few.  Not 
once  have  I  mentioned  such  extreme  terms  as  the  "population  explosion"  and 
the  "revolts  on  the  campuses."  I  apologize  for  a  few  references  to  an  un- 
pleasant term,  "welfare  state"  of  British  origin.  I  dislike  these  flamboyant 
terms.  (Nor  have  I  referred  to  the  $40  billion  deficit  in  your  own  civil 
service  retirement  reserve  funds.)    But  I  have  tried  to  be  explicit. 

I  respectfully  urge  the  committee  to  amend  this  bill  so  as  to  freeze  social 
security  taxes  at  present  levels  until  the  taxpayer  attains  age  35.  Give  the 
young  a  chance  to  get  started  raising  their  families.  Do  not  require  a  majority 
of  them  to  pay  more  social  security  taxes  than  income  taxes.  Those  who  must 
pay  many  years  should  pay  less  each  payday.  Do  not  aggravate  the  coming 
revolt  of  the  young.    Do  not  endanger  the  future  of  social  security. 

I  am  not  commenting  today  on  the  benefits,  the  welfare  side  of  this  vast  tax- 
welfare  program  started  in  1935.  My  proposed  amendment,  in  order  to  be 
responsible,  must  provide  for  revenues  to  match  the  revenue  loss  resulting  from 
my  proposed  tax  freeze  below  age  35.  First,  you  will  need  to  obtain  actuarial 
data  from  the  Social  Security  Administration.  Second,  I  would  prefer  two 
stairsteps  of  higher  taxes  and  tax  rates — first,  for  ages  35  to  49  and.  second, 
for  ages  50  and  over.  I  would  prefer  not  to  guess  whether  these  two  extra 
rates  would  be  0.2  and  0.4  percent,  0.4  and  0.8  percent,  etc.  These  two  extra 
rates  can  be  computed  quickly  by  the  actuarial  staff.  The  committee  should 
also  request  figures  for  a  one-step-higher  tax  rate  for  all  ages,  35  and  over. 
Then  the  committee  would  be  armed  and  could  then  chose  between  the  two 
stairsteps  and  the  one  stairstep  in  the  social  security  tax  rates.  Again,  I 
suggest  two  stair  steps  for  the  age-35-and-over  group,  but  two  might  seem  too 
difficult  to  administer.  Those  now  age  50  and  over  and  those  35-49  would  pay 
higher  social  security  taxes  until  retirement  than  under  present  law  or  under 
the  proposed  new  (uniform)  tax  rates.  Likewise,  my  stairstep  taxes  would 
require  lower  lifetime  taxes  for  those  now  under  age  35 — unless  some  new  sink- 
hole is  invented  to  siphon  off  the  extra  contributions  from  those  now  35—49 
and  those  now  50  and  over  under  my  proposed  stairsteps.  Please  don't  be 
fooled  by  any  specious  argument  that  my  stairsteps  will  not  help  those  under 
age  35  during  their  working  lifetimes.  Either  one  or  two  stairsteps  for  the  35- 
and-over  group  would  be  a  mild  reform,  only  a  step  in  the  right  direction 
away  from  the  fatal  fraternal  assessment  idea  of  charging  all  "brothers  and 
sisters  in  the  lodge"  the  same  assessment  rate. 

The  ''stupid"  young  and  the  ''greedy"  old 

Is  this  entirely  a  contest  between  the  greedy  rich  and  the  greedy  middle-income 
old  50  and  over  versus  the  stupid  rich  and  poor  young?  Of  course,  all  of  the  rich 
and  middle-income  old  are  not  greedy,  and  all  the  rich  and  poor  social  security 
taxpayers  under  age  50  are  not  stupid.  On  this  point  I  recall  a  vivid  comment  of 
a.  rich  Wall  Street  lawyer  (over  70).    "Dr.  Dickinson,  I  need  my  OASI  pension 
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checks  to  help  pay  my  income  taxes  during  retirement.  I  doubt  that  I  wiU 
prepay  even  your  5  percent  of  the  cost.  Of  course,  we  are  robbing  the  young 
every  payday  through  uniform  social  security  taxes,  through  not  paying  enough 
taxes  to  balance  the  Federal  budget,  etc.  We  should  admit  it.  But  tell  your 
young  friends  that  they  can  get  even.  Tell  them  to  go  and  do  likewise  to  young 
who  follow  them"    I  call  this  "the  treadmill  of  time  ad  nauseam,  ad  infinitum." 

Senator  Byrd,  and  members  of  the  committee,  I  have  pointed  out  how  the 
American  people,  both  young  and  old,  can  slow  down  a  little  this  "treadmill  of 
time"  by  freezing  social  security  taxes  at  present  levels  for  taxpayers  under  age 
35  and  increasing  the  tax  rates  by  one  or  two  stairsteps  above  age  35.  The 
coming  avalanche  of  the  young  will  force  a  slowdown  in  this  "treadmill  of  time." 
Why  not  now  ?    Thank  you. 


West  Virginia  State  Medical  Association, 

Charleston,  W.  Va.,  May  U,  1965. 

Hon.  Harry  F.  Byrd, 
U.S.  Senate, 
Senate  Office  Building, 
Washington,  B.C. 

Dear  Senator  Byrd  :  As  chairman  of  the  Council  of  the  West  Virginia  State 
Medical  Association,  I  desire  to  express  to  you  the  following  views  regarding 
H.R.  6675  now  before  the  Senate  Finance  Committee. 

(1)  The  King- Anderson  portion  of  this  bill  makes  no  distinction  between  the 
individuals  above  the  age  65  who  need  financial  help  for  hospitalization  and 
nursing  home  care,  and  those  who  have  financial  security  and  are  fully  able  to 
meet  their  expenses.  This  is  a  waste  of  the  taxpayers'  money,  and  places  an 
unnecessary  burden  on  the  younger  group  of  wage  earners. 

(2)  The  medical  services  of  private  physicians  should  not  be  placed  under  the 
complete  control  of  the  hospitals  or  under  the  Department  of  Health,  Education, 
and  Welfare.  The  "Douglas  amendment"  is  an  attempt  to  do  this  in  the  Senate. 
The  four  branches  of  the  private  practice  of  medicine  with  which  this  amendment 
is  concerned  are  pathology,  radiology,  anesthesiology  and  physical  medicine.  The 
services  of  these  physicians  are  not  hospital  services  as  such,  and  have  no  place 
in  this  portion  of  the  bill. 

(3)  I  am  confident  you  are  concerned  with  maintaining  hospital  and  medical 
costs  as  low  as  possible  compatible  with  good  medical  practice.  The  approval 
of  that  portion  of  H.R.  6675  as  now  written  pertaining  to  the  separation  of  physi- 
cian's services  from  the  hospital  benefits  portion  of  the  bill,  would  tend  to  lower 
the  total  costs  of  medical  care.  Combining  these  physicians'  fees  with  the  hos- 
pital charge,  as  would  be  required  if  the  "Douglas  amendment"  is  approved,  would 
obscure  and  hide  the  hospital  profit  in  these  departments. 

(4)  The  number  of  physicians  in  all  branches  of  medicine  mentioned  above. 
The  adoption  of  the  "Douglas  amendment"  would  only  make  this  shortage  more 
acute,  as  there  will  be  fewer  physicians  electing  these  specialities  during  their 
training  years.  In  addition,  there  are  numerous  physicians  now  practicing  these 
four  specialities  in  hospitals  who  will  separate  themselves  from  present  hospital 
agreements  because  of  probable  exploitation  by  hospitals. 

I  sincerely  hope  that  you  will  use  your  influence  and  vote  in  the  Senate  to  defeat 
those  ill  conceived,  costly  and  disruptive  portions  of  the  proposed  "medicare  bill"^ 
as  outlined  above.    I  would  greatly  appreciate  hearing  from  you. 
Very  sincerely  yours, 

Charles  L.  Goodhand,  M.D., 

F.A.C.S. 


Staten  Isi^nd,  N.T,,  May  1, 1965. 

Hon.  H.  F.  Byrd, 

Senate  Finance  Committee, 
Senate  Office  Building, 
Washington,  B.C. 

Dear  Senator  Byrd:  The  House-passed  medicare  bill  (H.R.  6675)  does  ab- 
solutely nothing  to  encourage  people  to  cultivate  good  health  so  that  they  will 
not  require  medicare  when  they  retire.  The  enclosed  sheet  (new  approach  for 
medicare),  will  do  just  that  by  providing  a  real  incentive.    Certainly  a  plan 
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which  will  do  so  much  to  bless  the  individual  as  well  as  our  country,  ought  to 
be  given  a  favorable  hearing  by  the  Senate  Finance  Committee.  Then  the 
Senate  will  be  able  to  constructively  amend  and  improve  the  action  of  the  House 
on  medicare. 

At  a  time  in  our  country's  history  when  so  much  stress  is  placed  on  freedom, 
individual  enterprise,  civil  rights,  and  the  use  of  the  ballot,  this  plan  (new  ap- 
proach for  medicare)  is  indeed  a  real  opportunity  to  exercise  these  principles 
and  to  honestly  find  out  the  wishes  of  all  the  members  of  the  social  security 
system  on  such  a  controversial  subject. 

Hence,  I  respectfully  and  prayerfully  ask  that  you  have  this  communication 
printed  in  the  Congressional  Record  as  soon  as  possible  and  that  it  be  made  part 
of  the  public  hearings  to  be  held  at  a  later  date. 

With  all  best  wishes  for  country's  progress, 
Most  sincerely  yours, 

Clifford  R.  Johnson. 

new  approach  for  medicare 

If  either  or  both  of  the  following  new  propositions  are  included  in  medicare  leg- 
islation, no  fairminded  American  need  fear  congressional  approval. 

1.  Give  members  of  the  social  security  system  the  right  to  select  a  higher 
pension  without  medical  benefits  or  a  lower  pension  with  medical  benefits  (the 
actuarial  equivalent  shall  be  the  difference  in  the  pensions) . 

2.  Congressional  medicare  legislation  must  be  subject  to  final  ratification  by 
a  majority  or  a  two-thirds  vote  of  all  social  security  members  (similar  to  referen- 
dums  for  wheat  farmers) . 

As  the  author  of  this  simple  new  approach  for  quickly  resolving  the  medicare 
debate,  I  urge  prayerful  consideration  by  both  the  Members  of  Congress  and  the 
general  public  on  both  sides  so  that  the  legislation  logjam  can  be  broken  and 
America  can  march  forward  at  a  faster  rate  in  this  age  of  speed. 


Washington,  D.C,  May  19, 1965. 

Hon.  Harry  Flood  Byrd, 
Chairman,  Fhiance  Committee, 
U.S.  Senate,  Washington,  D.C: 

Mr.  Chairman,  and  all  members  of  this  committee,  and  other  Members  of 
U.S.  Congress,  must  say,  much  has  been  learned  from  the  hearings  on  H.R. 
6675  in  the  past  few  days,  however,  the  opposition  is  stronger.  No,  on  "medi- 
care"— No  on  "eldercare,"  and  No  on  Long's  proposal. 

"Social  Security,"  most  unfair.    So  many  not  covered. 

In  the  nursing  profession,  private  duty  nurses,  practical  or  licensed  practical, 
or  graduate,  licensed  nurses,  (that  is,  P.N.,  or  L.P.H.,  or  R.N.).  They  are 
covered  while  working  for  a  hospital  or  nursing  home,  floor  duty  but  not  private 
duty  in  patients'  home  or  hospital  or  nursing  home  or  wherever  patient  resides. 
"Aides"  and  "babysitters"  are  not  covered.  So  many  other  workers  are  not 
covered  as  testimony  has  been  given  by  other  witnesses. 

The  Kerr-Mills  Act  is  definitely  inadequate — and  is  not  the  answer  to  "the 
care  of  the  sick."  Each  family  should  care  for  his  own,  likewise,  each  State  the 
same.    iStates  Rights. 

The  "disability  pay"  now  given  through  "social  security"  is  not  enough  to 
meet  the  needs  of  a  permanently  disabled  persons,  to  live  on,  especially  a  married 
person. 

We,  as  good  Americans,  believe  in  freedom — ^but,  if — H.R.  6675  is  passed  and 
becomes  a  law — ^w^here  are  we?  We  do  not  need  any  further  "socialism"  or 
"socialized  medicine." 

Request  the  above  statement  be  given  deep  consideration,  in  behalf  of  all 
people.  Urge  you  not  to  pass  H.R.  6675,  because  of  its  "socialistic"  manner. 
Thank  you. 

The  Lord's  will  be  done — Amen. 
Sincerely, 

Nell  May  Ferguson  Stephens, 
(Georgia)  L.P.Nurse.- 

( Unpaid  registered  lobbyist.) 
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The  Industrial  Commission  of  Ohio, 

ColumMs,  Ohio,  May  13, 1965. 

Hon.  Frank  J.  Lausche, 
Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Lausche  :  As  chairman  of  the  Ohio  Industrial  Commission  and 
on  behalf  of  both  the  commission  and  the  administrator  of  the  bureau  of  work- 
men's compensation,  I  feel  that  we,  as  representatives  of  injured  workers,  em- 
ployers, and  the  general  public,  should  bring  to  your  attention  a  matter  of  grave 
importance. 

H.R.  6675,  now  before  the  Senate  Finance  Committee,  contains  section  303, 
which  we  strongly  urge  must  be  deleted  from  the  bill.  This  provision  would 
permit  an  individual  to  receive  Federal  disability  benefits  even  if  he  was  suffer- 
ing a  temporary  disability  and  if  he  was  unable  to  engage  in  substantial,  gain- 
ful employment  for  6  months  or  more.  This  liberal  definition  of  total  disability 
multiplies  the  already  existing  serious  problem  permitting  duplication  of  benefit 
payments  under  the  Federal  social  security  system  and  the  Ohio  workmen's  com- 
pensation program. 

The  ever-increasing  attempts  by  the  Federal  Government  through  the  social 
security  system  to  invade  what  has  been,  since  1913,  a  State  program  has  pro- 
duced almost  unbelievable  results.  Double  payments  not  only  discourage  re- 
habilitation of  injured  workers  but  also  increase  costs  to  both  the  employer  and 
the  employee. 

As  an  example,  the  result  of  duplicate  payments  of  permanent  total  benefits 
to  a  worker  with  a  wife  and  two  children  under  18  who  is  injured  in  the  course 
of  employment  would  be  as  follows  under  existing  Ohio  law  and  the  proposed 


medicare-social  security  bill. 

While  working 

Annual  income   $6,000 

Federal  income  tax  (approximate)   500 

.Social  security  tax   174 

Total  tax   674 

Total  annual  take  home   5,  326 

After  disablement  (nontaxable) 

Annual  maximum  social  security  benefits   $3,  744 

Annual  workmen's  compensation  benefits   2,  548 

Total  annual  spendable  income  .   6,  292 


Obviously  a  person  who  has  almost  $1,000  more  to  spend  for  not  working  has 
no  incentive  to  return  to  work ;  and  without  a  promise  of  financial  gain,  rehabili- 
tation would,  in  most  cases,  be  of  no  use. 

The  recognition  of  this  serious  problem  was  made  by  the  House  Committee  on 
Ways  and  Means  when  it  recommended  a  study  to  determine  the  exact  nature 
and  extent  of  the  problem  concerning  the  duplication  of  benefits.  It  would  ap- 
pear that  the  study  should  be  made  before  the  problem  is  magnified. 

In  summary,  I  am  opposed  to  the  present  system  of  duplicating  benefit  pay- 
ments, and  certainly  any  enlargement  of  such  as  proposed  by  section  303  of 
H.R.  6675.  because  such  a  system  : 

1.  Violates  the  basic  concept  that  occupationally  related  disabilities  are 
solely  the  cost  of  production  to  be  paid  through  workmen's  compensation, 
not  social  security ; 

2.  Would  bring  efforts  to  limit  workmen's  compensation  benefits  to  6 
months  and  thereby  throw  the  burden  of  extended  disability  cases  upon  so- 
cial security,  resulting  in  a  crippling  of  our  State  workmen's  compensation 
system ; 

3.  Will  greatly  increase  the  number  of  individuals  receiving  duplicate  ben- 
efits totaling  more  than  their  net  earnings  before  injury; 

4.  Will  hamper  efforts  to  rehabilitate  injured  employees; 

5.  Eliminates  incentive,  by  way  of  premium  rate  modification,  for  employ- 
ers to  practice  "safety"  as  in  workmen's  compensation  because  under  social 
security  all  employers  pay  the  same  rate ; 
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6.  Will  inevitably  raise  social  security  costs  and  bring  demands  that  em- 
ployers bear  more  than  50  percent  of  contributions ;  and 

7.  Would  require  employers,  no  longer  bearing  the  entire  exi)ense  of  work 
injuries,  to  again  be  liable  to  common  lawsuits. 

Sincerely  yours, 

M.  Holland  Keise,  Chairman. 


Statement  of  Melvin  A.  Glasser,  Dieector,  Social  Sectjeity  Depar^dment,  In- 
ternational Union,  United  Automobile,  Aerospace  &  Agricultural  Imple- 
ment Work^:rs  of  America,  AFL-CIO 

My  name  is  Melvin  A.  Glasser  and  I  am  director  of  the  Social  Security  De- 
partment of  the  International  Union,  United  Automobile,  Aerospace  &  Agricul- 
tural Implement  Workers  of  America,  AFL-CIO.  My  office  is  located  in  the 
headquarters  of  the  UAW,  Solidarity  House,  8000  East  Jefferson  Avenue,  Detroit, 
Mich. 

The  UAW,  on  whose  behalf  I  speak,  is  deeply  appreciative  of  this  opportunity 
to  express  our  support  of  H.R.  6675.  For  a  long  time  now,  the  almost  5  million 
UAW  members  and  their  dependents  have  added  their  voices  and  given  their 
support  to  those  who  would  seek  to  improve  and  strengthen  the  public  programs 
and  services  to  be  made  available  to  our  retired  citizens  and  to  various  other 
categories  of  persons  whose  basic  needs  are  either  not  recognized  at  all  or  are 
still  inadequately  met  through  our  current  social  insurance  and  public  assistance 
systems. 

The  enactment  of  H.R.  6675  would  not  only  strengthen  and  extend  our  time- 
tested  social  security  system,  it  would  also  serve  as  a  meaningful  expression 
of  the  Nation's  determination  to  recognize  that  economic  security,  access  to 
means  of  preserving  health,  and  a  substantial  measure  of  human  dignity  can  be 
provided,  under  our  system  of  government,  to  all  Americans. 

It  is  the  conviction  of  the  membership  of  the  UAW  and,  we  believe,  the  views 
of  millions  more,  that  America  must  remove  the  fear  and  financial  burden  aris- 
ing from  illness  and  must  provide  a  system  of  basic  income  maintenance  which 
in  scope  and  adequacy  is  related  to  the  current  costs  of  maintaining  a  modest 
but  a  decent  standard  of  living,  and  provides,  as  well,  special  assistance  to  those 
who  face  the  problems  of  poverty,  unemployment,  widowhood,  disability,  and  old 
age.  H.R.  6675  is  a  vitally  important  effort  to  achieve  this  goal. 

Through  the  collective  bargaining  activities  of  labor  unions,  a  significant  meas- 
ure of  economic  security  and  independence  has  been  achieved  for  some  of  the 
Nation's  workers  and  their  families.  But  for  many  active  and  retired  workers, 
health  care,  pensions,  and  other  benefits  are  either  nonexistent  or  extremely 
limited.  Thus,  the  UAW  has  long  supported  efforts  to  strengthen  the  public  social 
security  system. 

In  presenting  our  views  and  suggestions  for  modifications  in  this  measure, 
I  would  first  emphasize  that  we  strongly  support  the  bill's  objectives  but  believe 
they  can  better  be  achieved  if  certain  changes  were  made  along  the  lines  I  shall 
indicate.  I  wish  first,  however,  to  stress  the  appropriateness  and  desirability  of 
the  application  of  social  insurance  to  the  provision  of  a  number  of  basic  health 
benefits  for  the  aged.  This  is  recognition  not  only  of  the  feasibility  of  social  in- 
surance financing  in  the  field  of  health  care,  but  also  of  the  fact  that  because  a 
majority  of  the  aged  cannot  now  afford  the  level  of  premiums  being  charged  by 
private  health  insurance  plans  for  reasonably  comprehensive  coverage,  and  indeed 
those  who  need  protection  most  cannot  now  afford  to  buy  any,  they  require  the 
assistance  and  protection  of  a  public  insurance  program.  It  is  axiomatic  that 
the  soundest  insurance  program  provides  for  prepayment  over  as  broad  a  group 
as  possible  so  that  risks  are  spread  and  costs  made  equitable. 

The  prepayment  of  hospital  and  certain  other  health  care  costs  of  the  aged  by 
social  security  contributions  from  the  general  population  in  their  working 
years  will  mark  a  milestone  in  the  history  of  social  justice  in  this  Nation.  We 
are  gratified  as  well  that  H.R.  6675  also  recognizes  that  an  adequate  health 
insurance  program  must  extend  beyond  institutional  services.  An  important 
way  of  keeping  people  out  of  expensive  hospital  beds  is  to  provide  medical 
services  to  them  when  they  are  at  home  and  when  they  are  ambulatory. 

On  close  review  of  the  health  insurance  title  of  H.R.  6675,  however,  we  find 
a  number  of  major  limitations  which  dilute  the  basic  protection  to  be  afforded 
the  covered  beneficiaries  and  which  introduce  undesirable  and  unnecessary 
limitations  and  restrictions.  First  let  me  deal  witli  certain  elements  of  the 
proposed  basic  hospital  insurance  program. 
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A.  BASIC  HOSPITAL  INSURANCE  PROGRAM 

1.  The  use  of  a  deductible  feature  in  relation  to  both  inpatient  and  outpatient 
hospital  service 

The  introduction  of  a  $40  deductible  on  inpatient  services  and  a  $20  deductible 
on  outpatient  diagnostic  services  is  discriminatory,  will  have  no  influence  as  a 
deterrent  to  unnecessary  hospitalization,  and  ought  to  be  removed. 
In  support  of  this  position  I  would  point  out  the  following  : 
(a)  There  is  no  evidence  under  either  public  or  private  insurance  that  an 
inpatient  deductible  either  deters  unnecessary  hospitalization  or  reduces  length 
-of  stay. 

(&)  The  proposed  inpatient  deductible  discriminates  against  the  patient  who 
requires  hospital  admission  for  a  diagnostic  workup  and  makes  no  distinction 
between  patients  with  different  lengths  of  stay. 

(c)  These  deterrents  are  aimed  at  the  very  group  in  the  population  with 
high  illness  rates,  and  with  lower  economic  resources  to  meet  such  charges. 

(d)  The  proposed  outpatient  deductible  could  discourage  the  use  of  outpatient 
diagnostic  facilities  and  redirect  the  provision  of  such  services  in  a  manner 
which  will  inflate  the  costs  of  providing  this  benefit. 

In  summary,  we  believe  that  reliance  should  be  placed  on  hospital  and  medical 
review  and  control  of  the  use  of  covered  services  and  not  on  so-called  economic 
deterrents  which  tend  to  be  discriminatory,  and  imply  that  the  patient's  econ- 
omic circumstances,  rather  than  his  health  needs,  may  control  his  use  of  needed 
services. 

.2.  The  exclusion  of  in-hospital  medical  services  in  pathology,  radiology,  anes- 
thesiology and  physiatry 
These  services  should  be  restored  under  the  basic  hospital  plan.    As  pointed 

■out  by  Senator  Douglas,  Senator  Gruening,  the  American  Hospital  Association, 
the  American  Public  Health  Association  and  our  own  AFL-OIO,  the  exclusion 
of  these  services  as  covered  hospital  expenses  is  a  wholly  unjustified  interference 
by  the  Federal  Government  with  traditional  hospital  specialists  relationships; 
will  most  seriously  inflate  costs ;  will  confuse  the  public  through  a  multibilling 
approach;  and  from  an  administrative  point  of  view,  will  introduce  arbitrary 
and  completely  impracticable  costing  procedures  to  the  detriment  of  the  hospitals 
and  the  patients. 

3.  Restriction  on  benefits  in  posthospital  extended  care  facilities 

(a)  The  requirement  that  admission  to  an  extended  care  facility  must  be 
preceded  by  a  period  of  hospitalization  of  at  least  3  days  is  unfortunate.  We 
believe  it  should  be  dropped,  for  it  may  well  inflate  hospital  costs  by  having  a 
great  many  people  who  do  not  require  hospital  care  go  in  for  3  days  in  order  to 
"become  eligible  for  the  nursing  home  benefits.  We  recognize  that  this  was  an 
attempt  to  provide  control  on  utilization  of  extended  care  facilities.  Such  con- 
trol, however,  must  rest  upon  well  defined  relationships  between  the  institutions 
and  the  physicians  involved,  on  proper  medical  supervision  of  such  facilities, 
and  on  implementation  of  well-known  techniques  of  medical  screening  and  review 
of  patients. 

(&)  In  view  of  the  extreme  importance  of  making  the  most  economical  and 
effective  use  of  our  health  care  facilities,  the  proposed  maximum  of  100  days  of 
care  in  a  nursing  home,  per  spell  of  illness,  should  be  increased  to  180  days, 
and  the  minimum  to  60  days.  With  unused  hospital  days  substituted  for  nurs- 
ing care  days  on  a  one  for  two  basis,  and  the  elimination  of  the  3  day  prior 
hospital  stay  requirement,  patients  would  be  entitled  to  an  annual  maximum  of 
180  days  in  such  facilities.  This  would  constitute  more  realistic  recognition 
of  the  needs  of  the  elderly  chronically  ill  and  provide  coverage  more  appropriate 
'to  their  needs. 

4.  Use  of  private  organizations  to  facilitate  payment  to  providers  of  service 
Notwithstanding  the  safeguards  on  the  use  of  private  organizations  in  the 

administration  of  the  basic  hospital  plan,  as  enumerated  in  section  1816,  we  do 
not  consider  it  appropriate  nor  in  the  public  interest  to  delegate,  under  any  public 
program,  administrative  authority  to  a  private  nongovernmental  agency.  More- 
over, section  1816  would  establish  a  serious  conflict  of  interest  within  such  a 
private  organization,  since  it  would  be  acting  both  as  an  agent  of  the  Federal 
Government  and  at  the  same  time  representing  the  providers  of  service  under 
"the  program. 
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Private  agencies  could,  of  course,  receive  payments  from  the  Federal  Govern- 
ment and  disburse  such  payments  to  providers  of  service,  in  accordance  with  and 
under  rules  and  procedures  established  by  the  Federal  Government.  But  such 
financial  functions,  particularly  in  the  field  of  health  services,  must  be  closely 
integrated  with  other  vital  administrative  functions  directed  to  the  promulgation 
of  high  standards  of  care  and  services  and  to  the  application  of  safeguards  against 
■unnecessary  utilization  of  services.  H.R.  6675  clearly  recognizes  the  advantages 
of  combining  the  administration  of  financial  and  other  management  policies  in  a 
single  agency.  We  strongly  agree  with  this  "single  agency"  concept.  But  such 
an  agency,  in  our  view,  must  not  in  any  sense  represent  the  providers  of  service, 
and  must  be  in  some  direct  relationship  to  Government  and  thus  responsive  to 
direct  public  control  and  public  needs. 

We  therefore  believe  that  it  would  be  in  the  public  interest,  in  that  it  would 
assure  more  effective  responsiveness  to  public  needs,  and  greater  likelihood  of 
development  of  quality  care  with  sound  utilization  controls,  for  the  Secretary  to 
be  required  to  utilize  the  official  State  Departments  of  Health  as  the  adminis- 
trative agents,  in  those  States  where : 

(a)  The  State  health  department  meets  criteria  and  standards  developed  in 
advance  by  the  Secretary — including  representative  public  advisory  boards. 

( & )  The  State  health  department  can  demonstrate  its  willingness  and  capacity 
to  carry  out  these  administrative  functions. 

In  the  event  the  Secretary  of  Health,  Education,  and  Welfare  determines  a 
State  health  department  is  not  able  or  willing  to  be  the  administrative  agent  for 
this  program,  we  believe  the  Secretary  should  be  required  to  arrange  for  direct 
Federal  operation  of  the  program  in  that  State  through  augmentation  of  the  exist- 
ing HEW  organization  in  that  area. 

B.  VOLUNTARY  SUPPLEMENTARY  PLAN 

We  also  have  several  major  concerns  about  the  voluntary  supplementary  plan. 
The  implementation  of  this  plan,  primarily  related  to  physician  services,  is  a 
vitally  important  extension  of  the  basic  plan.  We  do  believe,  however,  that  some 
changes  are  required  if  the  program  is  to  provide  easy  access  to  prompt,  high- 
quality,  and  continuous  ambulatory  care,  to  discourage  abuse  and  the  rapid  in- 
flation of  medical  care  costs. 

1.  Deductible  and  coinsurance  features :  We  must,  here  as  well,  urge  the  elim- 
ination of  the  proposed  $50  deductible  and  20  percent  coinsurance  payments.  It 
is  known  that  total  health  care  expenditures  for  the  aged  are  twice  as  high,  and 
hospital  expenditures  nearly  three  times  as  high,  as  they  are  for  persons  under 
65  years.  The  Social  Security  Administration's  1963  survey  of  the  aged  also 
found  that  about  four-fifths  of  aged  beneficiaries  are  dependent  on  social  security 
as  their  major  source  of  income.  Thus  the  imposition  of  theso  "dollar  barriers" 
can  be  expected  to  represent  a  real  hardship  for  those  aged  v  ho  have  extensive 
and  prolonged  requirements  for  ambulatory  care,  and  can  be  absolutely  prohibi- 
tive for  aged  persons  who  suffer  periods  of  institutional  care.  Moreover,  such 
charges  will  discourage  early  and  continuous  care  and  supervision  of  the  aged  ill. 
They  will  also  require  costly  and  complicated  administrative  arrangements  and 
controls  which  can  only  confuse  patients  and  complicate  doctor-patient  relation- 
ships. 

We  would  suggest  to  the  committee  that  each  aspect  of  this  program  be  viewed 
against  the  objective  of  preserving  health  rather  than  paying  for  care  in  illness. 
This  is  a  socially  desirable  goal  and  in  the  long  run  the  most  economical  way 
to  run  such  programs. 

2.  We  urge  the  committee  to  reconsider  the  discrimination  implicit  in  the 
special  limitations  and  restrictions  applied  to  this  bill  to  patients  in  need  of 
psychiatric  care.  We  refer  to  the  maximum  annual  benefit  of  $250  or  50  per- 
cent of  charges,  whichever  is  less,  for  out  of  hospital  services,  and  the  180-day 
lifetime  maximum  on  inpatient  care. 

This  type  of  distinction  between  physical  and  mental  illness  is  both  unscien- 
tific and  in  our  judgment,  unworthy  of  a  country  that  is  attempting  in  so  many 
important  ways  to  recognize  the  rights  and  meet  the  needs  of  the  mentally  ill. 

3.  A  third  comment  of  a  more  general  nature  is  the  seeming  lack  of  effective 
means  to  establish  cost  controls  and  encourage  quality  of  care  imder  the  volun- 
tary program.  We  commend  the  emphasis  placed  on  hospital  utilization  re- 
view plans  and  the  creation  of  a  National  Medical  Review  Committee,  but  we 
l>elieve  that  similar  utilization  review  programs  should  be  established  at  the 
State  and  local  levels  in  respect  of  nonhospitalized  services. 
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We  also  believe  the  possible  escalation  of  physicians'  fees  and  the  possible 
overservicing  and  rendering  of  unnecessary  care,  can  be  obviated,  in  large  part^ 
to  the  extent  that  this  program  seeks  and  obtains  the  highest  level  of  cooperation 
and  participation  by  the  medical  profession  in  implementing  high  standards  of 
care  and,  where  necessary,  controlling  abuses,  under  self-governing  arrangements. 

4.  We  would  also  urge  that  the  program  offer  inducements  to  the  group  prac- 
tice of  medicine.  Direct  service  group  practice  plans  have  clearly  demonstrated 
that  they  can  provide  comprehensive  high-quality  care  at  lower  unit  costs,  and 
make  highly  efficient  use  of  limited  resources.  The  UAW  has  had  extensive 
and  satisfying  experience  with  prepaid  group  practice  programs.  We  trust  the 
administrative  interpretations  which  will  implement  this  legislation  will  recog- 
nize that  the  encouragement  of  this  kind  of  organization  of  medical  care  is  in 
the  interest  both  of  the  recipients  of  the  care  and  of  the  Government,  which 
should  be  encouraging  measures  with  the  kind  of  built-in  preventive  medicine 
and  cost  controls  that  characterize  these  programs. 

5.  Our  views  on  the  administrative  use  of  private  carriers  as  fiscal  agents 
under  the  voluntary  program  are  similar  to  those  expressed  in  respect  to  the 
hospital  insurance  plan  ;  that  is,  we  believe  a  State  agency  (or  a  regional  Federal 
agency  under  HEW)  must  be  given  the  administrative  functions  referred  to  in 
section  1842,  assisted  by  strong  State  and  if  necessary  local,  advisory  commit- 
tees on  which  are  represented  both  the  providers  and  consumers  of  medical 
service. 

C.  PUBLIC  ASSISTANCE  AMENDMENTS   RELATING  TO  HEALTH  CARE 

We  support  the  proposal  to  increase  Federal  grants  to  the  States  to  provide 
consolidated  and  liberalized  programs  of  medical  assistance  and  rehabilitation 
to  the  medically  needy  aged,  public  assistance  recipients,  and  needy  children 
and  adults.  This  should  make  possible  improvements  in  the  scope  and  standards 
of  service,  particularly  for  those  States  which  are  in  a  position  to  provide  full 
matching  for  increased  Federal  funds.  These  measures  should  also  resolve  in 
substantial  administrative  and  program  simplification. 

We  continue,  however,  to  have  strong  reservations  about  perpetuating  and 
extending  a  separate  system  of  health  services  for  the  needy.  All  our  expe- 
rience indicates  that  this  is  generally  inferior  health  care,  no  matter  how  much 
is  spent  on  it.  Many  components  of  such  health  services  are  rendered  without 
adequate  regard  to  the  quality  of  care,  are  often  provided  through  inferior 
facilities,  and  are  frequently  unacceptable  to  the  recipients  because  of  the 
atmosphere  of  "welfare  medicine." 

The  experience  with  the  Kerr-Mills  programs  in  many  States  has  not  been 
good  for  there  is  wide  disparity  among  the  States  with  relation  to  coverage, 
program  content,  eligibility  provisions,  and  so  forth — all  affected  by  inadequate 
State  financial  support.  It  is  regrettable  that  in  the  United  States  today  the 
ability  of  a  medically  indigent  elderly  person  to  maintain  his  health,  avoid  serious 
crippling  and  even  save  his  life,  is  directly  related  to  the  particular  State  in 
which  he  happens  to  live  and  the  extent  to  which  that  State  is  able  and  willing 
to  provide  authorized  care. 

While  there  will  always  be  need  for  special  forms  of  health  services  for 
persons  with  special  needs,  the  objective  of  the  programs  should  be  to  integrate 
rather  than  to  compartmentalize  public  health  programs. 

As  a  step  in  the  desired  direction  we  would  propose  that  under  the  new  title 
XIX  the  health  programs  for  the  medically  indigent  be  organized,  operated, 
and  supervised  by  State  health  departments  which  are  prepared  to  administer 
certain  predetermined  standards  and  which  are  already  administering  substan- 
tial health  care  programs.  At  the  same  time  the  State  health  departments 
could  be  authorized  to  delegate  to  the  State  welfare  agencies  the  responsibility 
for  determining  eligibility  for  this  medical  care. 

We  are  pleased  to  note  the  extent  to  which  this  bill  attempts  to  overcome 
the  present  unsystematic  and  disparate  eligibility  provisions  now  applied  to  the 
various  categorical  programs  of  health  care.  We  recommend,  however,  that 
States,  in  order  to  be  eligible  to  receive  these  matching  funds,  agree  to  provide 
not  only  a  basic  core  of  medical  and  health  benefits,  but  also  that  these  basic 
benefits  be  uniformly  defined  as  to  scope  and  duration,  for  all  of  the  States. 
The  needs  of  a  medically  indigent  person  in  Utah  are  not  different  from  those 
of  a  similarly  afiiicted  person  in  Michigan.  It  is  our  conviction  that  if  Federal 
funds  are  to  go  into  these  programs,  equal  opportunity  for  obtaining  good  care 
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should  be  available  regardless  of  the  State  of  residence.  We  recognize  that 
several  of  the  so-called  poorer  States  may  tlnd  it  exceedingly  difficult  to  provide 
the  necessary  matching  funds  under  such  a  uniform  benefit  formula.  In  such 
event  we  urge  that  consideration  be  given  to  modifying  the  Federal  matching 
formula  more  effectively  to  aid  the  States  at  the  low  end  of  the  income  scale. 

SOCIAL  SECURITY  AMENDMENTS  (TITLE  III  OF  H.R.  6G75) 

Of  the  many  important  changes  proposed  under  title  III,  we  would  comment 
on  two  major  features.  These  are:  (1)  benefit  amounts,  and  (2)  the  creditable 
earnings  base.  These,  in  our  judgment,  need  additional  strengthening  to  main- 
tain the  OASDI  system  on  a  current  basis  as  the  major  source  of  income  security 
for  the  majority  of  retired  workers. 

The  7-percent  increase  in  benefits  (with  a  minimum  of  a  $4-monthly  increase 
for  those  retiring  at  65  years)  and  the  relating  of  family  benefits  to  workers' 
earnings  at  every  bracket  in  the  benefit  table  are  improvements  which  will  be 
welcomed  by  all.  In  our  opinion,  however,  the  proposed  increases  in  benefit 
amounts  are  disappointingly  low,  as  is  the  proposed  new  maximum  annual 
earnings  base  of  $6,600  beginning  in  1971.  Indeed,  the  whole  level  of  benefits 
continues  to  be  related  to  the  low  level  that  was  initiated  in  the  beginning  of  the 
system  and  is  not  related  to  present  wages  and  standards  of  living.  The  pro- 
posed increases  cannot  really  be  accepted  as  making  up  cost-of-living  increases 
since  the  1958  benefit  increases.  And  certainly  the  proposed  earnings  base  of 
$6,600  will  not  substantially  retain  the  wage-related  character  of  the  program. 

The  recommendations  of  the  Social  Security  Advisory  Council,  as  you  know, 
recommended  an  average  increase  of  15  percent  in  benefit  amounts,  and  a  maxi- 
mum earnings  base  of  $7,200,  effective  1968.  Even  this  earnings  base  of  $7,200 
would  probably  not  cover  more  than  80  percent  of  total  covered  earnings  in 
1968 — far  below  the  95-percent  level  of  taxable  total  covered  earnings  contem- 
plated in  1935  when  the  Social  Security  Act  was  written.  Substantial  increases 
beyond  those  contemplated  in  H.R.  6675  are  needed  in  relation  to  benefit  amounts 
and  the  earnings  base  if  we  are  to  provide  adequate  resources  and  protection  for 
our  retired  citizens,  commensurate  with  this  Nation's  productivity  and  sense  of 
social  justice. 

From  these  xemarks,  Mr.  Chairman,  I  hope  you  and  the  members  of  the 
committee  w^ill  draw  the  conclusion  that  the  UAW,  its  members  and  their 
families,  are  solidly  supporting  this  bill.  This  legislation  is  a  historic  landmark 
in  the  long  efforts  to  achieve  a  major  social  objective  in  American  life — a  social 
insurance  system  to  help  protect  all  workers  and  their  families  from  some  of  the 
major  hazards  of  our  industrial  society.  We  note,  with  pride  and  with  satisfac- 
tion that  the  Congress  has  come  this  far  in  its  recognition  that  the  health  of  all 
Americans  is  indeed  a  precious  commodity  and  that  there  is  governmental  respon- 
sibility in  assisting  Americans  in  preserving  and  maintaining  that  health. 

We  have  referred  to  certain  problems  in  this  proposed  legislation,  which  w^e 
hope  will  .receive  your  earnest  and  sympathetic  attention.  The  modifications 
we  propose  we  believe  will  make  an  even  better  measure  of  the  bill  before  you. 
Your  speedy  and  favorable  support  of  H.R.  6675  will  earn  you  the  gratitude  of  the 
Nation. 


Canfield,  Ohio,  May  10, 1965. 

Senator  Frank  J.  Lausche, 
Ne2v  Senate  Office  Building, 
Washington,  D.C. 

Dear  Senator  Lausche:  Dr.  John  McDonough  and  I  appreciate  the  oppor- 
tunity of  having  talked  with  you  when  we  were  in  Washington,  Thursday,  May  6. 
You  asked  me  then  to  send  you  information  regarding  H.R.  6675  with  particular 
reference  to  the  proposed  Senate  amendment  to  include  anesthesiologists,  path- 
ologists, radiologists,  and  physical  medicine  into  the  medicare  bill.  This  I  am 
happy  to  furnish. 

As  you  know,  the  bill  as  passed  by  the  House  excludes  these  specialties  from 
part  A  (the  King-Anderson  portion).  The  services  of  these  specialties  would 
be  covered,  however,  under  part  B,  the  extended  benefits  portion,  or  the  voluntary 
Byrnes  provision  of  H.R.  6675.  We  are  told  there  will  be  an  attempt  on  the  floor 
of  the  Senate  to  amend  the  bill  to  include  these  specialties  under  the  King- 
Anderson  part,  and  this,  most  doctors  of  medicine  would  oppose  because  it  woufd 
make  these  doctors  of  medicine  employees  of  the  hospital.    We  feel  that  it  is 
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extremely  important  that  these  men  be  permitted  to  continue  to  practice  and: 
render  a  fee  for  their  services  separate  from  the  room-and-board  type  of  charge 
submitted  by  the  hospital.  I  was  happy  to  learn  that  you  favor  our  point  of  view 
and  I  hope  that  you  will  be  able  to  help  us  in  this  regard. 

The  second  point  I'd  like  to  make,  Senator  Lausche,  is  that  most  doctors,  at 
least  in  Ohio  do  not  wish  to  be  included  under  social  security.  Of  course,  there 
are  some  doctors  who  would  like  to  be  covered ;  for  the  most  part,  these  are  the 
men  close  to  retirement.  In  the  past  the  Senate  has  felt  that  doctors  would  be 
included  if  they  wished  to  be.  May  I  make  a  plea  at  this  time  that  I  for  one  and 
many  of  the  men  whom  I  represent  do  not  wish  to  be  included. 

Again,  sir,  thank  you  for  your  time  in  talking  with  us  about  the  medicare  bill. 
I  have  been  most  pleased  with  your  stand  in  the  past  and  I  have  been  impressed 
with  your  overall  voting  record.  It  is  clear  to  me  at  least  that  Senator  Lausche 
is  not  going  to  rubberstamp  everything  that  comes  from  the  White  House.  This 
is  an  encouraging  note  in  an  otherwise  rather  bleak  situation.  If  I  can  be  of 
any  further  help  regarding  this  bill,  I  shall  be  most  happy  to  furnish  any  infor- 
mation upon  your  request. 
Sincerely, 

Jack  Schbeibek,  M.D. 

(Whereupon,  at  11 :40  a.m.,  the  committee  adjourned,  subject  to  call 
of  the  Chair.) 
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